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Ordered, by ‘Vhe House of Commons, to be Printed, 
19 April 1875. 


152. 


Tuesday, 23rd February 1875. 


Ordered, THAT a Select Committee be appointed to inquire into the circumstances 
attending the making of Contracts for Loans with certain Foreign States, and also the 
causes which have led to the non-payment of the principal momies and interest due in 
respect of such Loans. 


Monday, 1st March 1875. 


Committee nominated of— 


Mr. Lowe. / Mr. Edward Stanhope. 
Mr. Stephen Cave. | Mr. Walter. 
Mr. Ellice. Sir Charles Russell. 
Mr. Bourke. ) Sir Charles Mills. 

Mr. Solicitor General. | Mr. Puleston. 

Mr. Watkin Williams. Sir Henry James. 


Ordered, THAT the Committee have power to send for Persons, Papers, and Records. 


Ordered, THAT Five be the Quorum of the Committee. 


x Wednesday, 3rd March 1875. 


Ordered,, THatT the Seleet Committee on Loans to Foreign States do consist of 
Seventeen Members, 


Ordered, THat Mr. Kirkman Hodgson, Mr. Russell: Gurney, Mr. Whitbread, Mr. 
William Shaw, and Sir Henry Holland be added to the Committee. 


SPHCIAL REPORT. 


THE SELECT COMMITTEE on Loans to Foruien Stares to whom it 
was referred to report to The House whether a Letrsr, professing to 
be written by M. Victor Herran, Honduras Minister in Paris, and 
addressed to the Right Honourable Robert Lowe, Chairman of the 
Committee on Foreign Loans, was produced and read before the ‘said 
Committee, and under what circumstances, and whether any Copy of 
the said Letter was communicated by or on behalf of the said Com- 
‘mittee to “The Times” and “ Daily News” Newspapers, or either of 
them ; Have considered the matters to them referred, and have agreed 
to the following SPECIAL REPORT: 


THE Committee, on the 22nd March, examined Captain Bedford Pim, a 
Member of the House ; during his examination certain questions were put and 
answered, as follows :— 


Q. 1899. And that loan was stopped, as I understand, by some action of the police ?— 
A. If you like I will give you the particulars of that. 


Q. 1900. If you please? —A. M. Herran, the Minister Plenipotentiary of Honduras 
in Paris, and M. Pelletier, his son-in-law, through the bankers, Messrs. Dreyfus, 
Scheyer & Co., said that they would not agree to the loan being launched, unless 
I took care that they had, the one 40,000 7. and the other 16,0007. That is a sort of thing 
that English sailors are not much accustomed to, and [ am afraid that [ used very strong 
language about it; -but the result was that these two gentlemen, in.their official capacity, 
applied to the French Government, and, Paris at that time being in a state of siege, the 
French Government signed an order for my arrest, and I was arrested upon that order, 
and put in prison for 46 hours. 


Q. 1958. But as trustee did you not see what became of the sum of 101,000 2. which 
you received ?—A. I will tell you at once that 70,000 /. odd was spent as the dividend 
then due on the 1869 French loan. 


Q. 2020. But supposing it failed, as it did, you would not be able to get it ?— 
A. Nobody dreamt it had failed. Who would dream that the Minister Plenipotentiary 
of Honduras in Paris, and his son-in-law the Consul General, would attempt to come to 
an English gentleman and make such stipulations as they did, for me to pay 40,000 Z. to 
the one and 16,0007. to the other, and that they would go (I will leave it to the Com- 
mittee to judge the nature of such men) and inform the French Goveroment that I was 
not the Special Commissioner of Honduras, although they knew perfectly well that I was ; 
and the consequence was that I was thrown into prison, and the loan came to nothing, 
of course. 


The Chairman, on the 8th April, laid before the Committee a letter signed 
by the said M. Herran, written in French, addressed to him from Paris, and 
‘received by the post. The following is a correct translation.of tne letter :— 


« Paris, 7th April 1875. 


“To the Right Honourable Rodert Lowe, Chairman of the Committee on Foreign 
Loans, London. ys 
“ce Sir, “ 

«A psenT from Paris more than a month, I returned only the day before yesterday, 
and could not at an earlier period reply to the attacks of Mr. Bedford Pim, which are 
reported in the journals, the ‘ Times’ and the ‘ Daily News,’ of the 23rd of Murch last. 
Although I am not fond of controversy, I cannot pass over in silence the false and calum- 
nious allegations of Mr. Bedford Pim, who is unable to pardon me for having done my 
duty in preventing him from emitting a loan of 2,000,000/. in Paris, on the 26th of 
December 1872, under the false title of Special Commissioner of Honduras. I say ‘ false 
title’ because he was never named. by the Government, and, besides, the guarantees which 
he offered were illusory and without’ value, considering that the domains and forests, like 
all the other revenues of the State, were already hypothecated for the purposes of the 

TA. A2 first 


iv SPECIAL REPORT FROM THE  —— -— 


first two loans, English and French, say for 3,000,0007. Mr. Bedford Pim declares that 
if I prevented the loan, it was because he was unwilling to consent to give me 40,000/. 
for myself, and 16,0007. for the Consul General, sums which we had caused to be 
demanded of him, says he, by the mediation of Messrs. Dreyfus Fréres, the bankers, and 
he adds that if he did not consent to give this sum it was because such an act was alien 
from the habits of English sailors. I will ask Mr. Pim if the end he sought, to draw to 
himself from the sayings of the French nation, without legal authorisation, 2,000,000 Z., is 
according to him one of the habits of English sailors. I leave to the Committee the 


decision on this point. 


«The house of Dreyfus Fréres, quoted by Mr. Pim, with the object of giving to his 
declaration an air of veracity, is not known tome. I defy him to prove that I have ever- 
had direct or indirect relations with it. 


«As to the charge of haying denounced him to the French police to procure his 
imprisonment, there is no word of truth in it, but it suited Mr. Pim to present himself 
before his countrymen as a martyr. Encouraged by the marks of sympathy which he 
obtained at the London Tavern on the 10th of January 1873, when he roused his com- 
plaisant audience against me, he thought he could continue with impunity to play his réle 
of calumniator against the agents who performed their duty strictly and honourably, and 
serve as the salaried instrument of those who ruined an international work calculated to 
render immense services to commerce all over the world—such is the part played by 
Mr. Pim. 

« As to the 70,0002. sterling which Mr. Pim says he paid for the arrears of interest on 
the French loan with the funds coming from the English loan of 1870, that is impossible, 
seeing that the dividends of the French loan were always regularly paid with the money 
coming from the Paris loan, of which the following is a proof. 


“Tn July 1870, Messrs. Bischoffsheim & Co. received in bonds and money the amount of 
the French loan, 28,808,800 francs, and Messrs. Waring Brothers, contractors, had received 
in March 1,543,275 frances, making in all, 30,352,075 frances, on undertaking to carry out 
the agreement come to between the Government of Honduras, Messrs. Bischoffsheimn, and 
Warings, on the 2nd of July 1870. I write this to show that the declaration of Mr. Pim 


is erroneous on this part as on all others. 

“That Mr. Pim did not remain longer in prison is through my intervention with His 
Excellency Lord Lyons, with whom I interested myself to bring him out on the day 
on which he wrote the letter enclosed. 

« When Mr. Pim naively declares that he resigned his post as Special Commissioner 
of Honduras, because he could not obtain my dismissal from the Government, that, proves 
that my Government did never nominate him, but had estimated him at his true value. 
Besides the official decree of the 1st of March 1873, of the President, approves my con- 
duct, and declares that Mr. Pim has never been Special Commissioner, and that no one 
had the power or right to appoint him. 

“T believe I have sufficiently refuted the defamatory and culumnious attacks of Mr. 
Bedford Pim, and counting on your well-known impartiality, I have the honour to beg 
you to cause my fetter to be published in ‘ The Times’ and the ‘ Daily News.’ Accept 


the assurances of, &c. 
* Victor Herran, 


“ Honduras Minister in Paris, 


«« P.S.—If you should desire other information, I shall make it my duty to furnish it 
to you. I put myself entirely at your disposal.” 


The letter sent by Captain Pim from his place of detention was enclosed, and was also 
read. It ran as follows :— : 

« Excellency,—I have been arrested and am in prison. I come to beg your Excelleney 
to take the necessary steps to prove that I am the Special Commissioner, which appears 
to be put in some doubt in the order for my arrest. That an English officer of rank and 
a gentleman should not remain in this place one moment longer will be sufficient cause, 
- I am sure, for the kindness of your Excellency in causing my immediate liberation. 
Although I have not the honour to know your Excellency personally, I have the hope 
that you will act in this affair without delay, if only in the interests of Honduras, of which. 
I am Special Commissioner, and which cannot suffer the indignity of my being one instant. 


detained in an ordinary prison, 
“« Bedford Pim.” 


This letter had been communicated to Lord Lyons. 


This letter was orally translated into English by Mr. Kirkman Hodgson, a 
Member of the Committee, in presence of the public. After the letter had been — 
thus publicly read, the reporters of ‘“The Times” and “ Daily News” applied 


s 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. v 


to the Chairman, in writing, to be allowed to see the original letter, in order 
to correct their report. The Chairman, acting on behalf of the Committee, 
gave directions that the reporters should see the letter in the Committee Room, 
but should not take it away. No similar application was made by the 
reporters of any other newspapers. ° 


The reporters were allowed to see the letter, because, if published, it was 
better that it should appear in a correct form. 


As the letter of M. Herran was in substance a denial of the very serious 
charges contained in the evidence of Captain Pim reported above, your 
Committee are of opinion that it would have been unjust to the Minister of 
Honduras, in Paris, to have suppressed his denial of the charges so brought 
against him, and thus to lead to the inference that they were not capable of 
contradiction. 


19 Apri 1875. 
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FROM THE 


SELECT COMMITTEE 


ON 


LOANS TO FOREIGN STATES: 


TOGETHER WITH THE 


PROCEEDINGS OF THE COMMITTEE, 


eee, UT sO .E N C.#E, 


APPENDIX, AND INDEX. 


Ordered, by The House of Commons, to be Printed, 
29 July 1875. 


367. 


Tuesday, 23rd February 1875. 


Ordered, TuHav a Select Committee be appointed to inquire into the circumstances 
attending the making of Contracts for Loans with certain Foreign States, and also the 
causes which have led to the non-payment of the principal moneys and interest due in 
respect of such Loans. 


Monday, \st March 1875. 


Committee nominated of— ° 
Mr. Lowe. Mr. Edward Stanhope. 
Mr. Stephen Cave. Mr. Walter. 
Mr. Ellice. Sir Charles Russell. 
Mr. Bourke. Sir Charles Mills. 
Mr. Solicitor General. Mr. Puleston. 
Mr. Watkin Williams. | Sir Henry James. 


Ordered, THaT the Committee have power to send for Persons, Papers, and Records. 
Ordered, THAT Five be the Quorum of the Committee. 


Wednesday, 8rd March 1875. 


Ordered, THAT the Committee do consist of Seventeen Members, 


Ordered, Tuat Mr. Kirkman Hodgson, Mx. Russell Gurney, Mr. Whitbread, Mr. 
William Shaw, and Sir Henry Holland be added to the Committee. 


Tuesday, 9th March 1875. 


Ordered, THat the Foreign Loans Registration Bill be committed to the Select 
Committee on Loans to Foreign States. 


Thursday, 11th March 1875. 


Order (9th March), Tuar the Foreign Loans Registration Bill be committed to the 
Select Committee on Loans to Foreign States, read, and discharged. 


Tuesday, 23rd March 1875. 


Ordered, Tuat the Foreign Loans Registration (No. 2) Bill be committed to the 
Select Committee on Loans to Foreign States. 


Thursday, 29th July 1875. 


Ordered, THAT the Committee have power to report their Observations, together with 
the Minutes of Evidence taken before them, to The House. : 


REPORT _ =») - 2 eee euro. a 
PROCEEDINGS OF THE COMMITTEE - - - - -p i 
MINUTES.OF EVIDENCE = 9=-~- - .-.. +, eee 
APPENDIX -))-- “+: 7-0 eo =. - «+ (ofterp.3)) ee 
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THE SELECT COMMITTEE appointed to inquire into the circumstances 
attending the making of Contracts for Loans with certain ForREIGN 
Sratss, and also the causes which have led to the non-payment of the 
principal moneys and interest due in respect of such Loans ;——HaAvE 
considered the matters to them referred, and have agreed to the following 

- REPORT :— 


THE HONDURAS LOANS. 


Your Committee first proceeded to inquire into certain loans effected by the 
Republic of Honduras. 


The earliest of these loans was issued in London and Paris in the year 1867. 
Evidence was given before your Committee as to the pecuniary resources of 
Honduras at the time it thus became a borrower in the English and French 
markets. 


In the year 1825 a loan had been negotiated in London by the Federal 
States of Central America for 163,000 /., bearing interest at 6 per cent. On the 
dissolution of the Federation in 1827 the liability in respect of this loan was 
apportioned in the following shares :— 


> 2 
Honduras, two-twelfths - = “ - - 27,200 
Guatemala, five-twelfths - = - - - 67,900 
Salvador, two-twelfths « - - - - 27,200 
Nicaragua, two-twelfths- - 2 = = - 27,200 
Costa Rica, one-twelfth = “ - - - 13,500 
Total - - - £. | 163,000 


No payment was made on account of the principal or interest thus due 
from the State of Honduras from the year 1827 until after the issue, in 1867, 
of the first of the loans which form the subject of the present inquiry. In July 
of the latter year the principal and accumulated interest owing by the Republic 
in respect of the Federal debt amounted to 90,075 /. . 


At this time Honduras had incurred certain other liabilities, of which 
one, called “The Carmichael Claim,” dated from 1852, and amounted to 54,580 
dollars (10,9007.) The Honduras Government “ offered to pay that sum to the 
“representatives of Mr. Carmichael in mahogany; but was not able to fulfil 
“that arrangement, and the English Government has in consequence made 
“serious and repeated reclamations which are still pending.” 


Hist. Acct. 
App., p. 60, 


Q, 1046. 


Hist. Acct. 
App., p. 61. 


Hist. Acct. 
App., p.61. 


Another pending claim of Carmichael, and other claims which were annexed Hist. Acct. 
to it, amounted to.a sum of 26,761 dollars (5,345 /.). In 1856 the proceeds of App., p. 61 


the Custom Houses of Trujillo and Omoa had been pledged to Sir C. Wyke for 
the payment of this claim ; only 3,345 dollars (669/.) has been received from 
this source; 1,800 /. has been paid in respect of this debt by the Minister in 

307. London 


Hist. Acct. 


App., p. 61. 


Hist. Acct. 


App., p. 62. 


Q. 733. 
Q. 987. 


Q. 724. 


Hist. Acct. 


App., p. 55. 


Hist. Acct. 


App., p. 61. 


lv REPORT FROM SELECT COMMITTEER 


London out of the proceeds of the loans the subject of this inquiry. The English 
Government also had a claim upon the Republic. Article III. of a Treaty 
between Great Britain and Honduras, signed in 1859, and called che Mosquito 
Convention, states that — . 


“ The Republic of Honduras wishing to educate the Mosquito Indians, and 
“to improve their social condition in the district occupied by them, will grant 
“an annual sum of five thousand dollars in silver or gold, during the next ten 
te years, for that purpose, which shall be paid to the chief of the Moscos in that 

district, that payment being guaranteed by a lien upon all the timber and upon 
“all the other natural products (whatever they may be) of the uncultivated 
“ Jands in the Bay Islands and in the Mosquito territory. 


“ These payments shall be made by half.yearly instalments of 2,500 dollars 
“each; the first of these payments shall be made six months after the exchange 
** of the ratifications of the present Treaty.” 


In respect of this undertaking only one instalment of 500 /. has been paid ; 
this was on the 26th of August 1861, by the Minister of Honduras in London, 
Don Carlos Gutierrez. 


- In addition to these liabilities the Honduras Government were indebted to 
the firm of Judah Hart & Co., merchants, in London, in the sum of 7,300 1. for 
money borrowed, partly to pay the 5007. paid to the English Government in 
1861, and partly for muskets supplied by that firm to the Republic, and for 
interest upon the sum so advanced. As a security for this advance the Hon- 
duras Government hypothecated to Messrs. Hart all the revenues of the country. 


The indebtedness of Honduras, so far as it was known in England, in 1867 
appears therefore to have stood thus :— ‘aii 


Payments 
Date. Saver aie Amount. on Account 
previous to 1867. 
£. £, 
1827 | Federal Debt, Principal and accrued Interest in arrear - 90,075 as 
1852 | “ Carmichael Claim,” 54,830 dollars - - - - 10,900 grag 
1852 | Carmichael and others, Chatfield Cruz Convention, 
26,761 dollars * - - - - - - 5,845 Me 
1859 | British Government, under Mosquito Convention, 
Hight years at 1,0007. - - - - - - 8,000 600 (a 
1861 | Judah Hart& Co, = = 2) et es 7,300 eS 
121,620 1,169 lie 
1,169 
Bawance of Indebtedness in 1867 - - - &£, 120,451 
PUREE EMMI EIEN et 


In the course of this inquiry Don Carlos Gutierrez, the Minister of Hon- 
duras in this country, placed before your Committee “ An Historical Account of 
“ the Mischances in regard to the construction of a Railway across the Republic 
“ of Honduras,” written by the Secretary of the Honduras Legation. A Note 
to the English edition stated that this Historical Account had been written by 
order of the Honduras Government, communicated to the Minister Plenipo- 
tentiary in London, at the beginning of November 1874, and that in December 
the Minister Plenipotentiary in London directed the Secretary of the Legation 
to draw up the said: Historical Account, in accordance with the records im the 
Archives of the Legation. In this document, which is referred to in_this 
Report as “ The Historical Account,” it is stated that the representative of Hon- 
duras, Don Leon Alvarado, “saw himself under the imperative necessity of 
“arranging the Federal debt, because without such previous arrangement 
“ nothing—absolutely nothing—could be attempted in regard to the projected 


‘loans for the construction of the railway.” | 
ce So 
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“So the arrangement was made by issuing 90,000/. nominal value in Hist. Acct. 
“ bonds with 5 per cent. interest, which bonds were distributed in the following App. p- 61. 
“ manner :— 


“ To the former holders of bonds of the Federal debt, new ee 

“bonds were delivered to the value of -~ -- - - 55,000 Q. 1067. 
* With Messrs. Hart & Co. new bonds were deposited as secu- 

“ rity for their effective claim of 7,300 7. to the amount of - 15,000 Q. 753. 


* Delivered to the Commissioner, Seftor Don Leon Alvarado, 
“for expenses, &c., including 2,000/. in bonds to Mr. 


‘© Haslewood, the broker - - - - - - 20,000 
“ Total amount of Bonds issued to pay the old) 
‘ Federal Debt of Honduras - - f £. ee 


“Jt was intended to.redeem these bonds in due course, with funds which Hist. Acct., 
“‘ would be destined for the purpose, arising from the loans intended for the App.; p. 61. 
“ construction of the railway, in accordance with the powers and instructions 
«sent by the Government; and as a security for the fulfilment of this arrange- 

** ment, the revenues of the Custom House of Amapala were pledged, upon which —Q, 1055. 
“ there was already a lien, by order of Congress, for the pending debt of Messrs. 
cmrrere,” 

It will thus be seen that, in order to place the Republic of Honduras ina  . 1055. 
position to effect a loan, this debt of 90,0751. was compromised for a payment Q. 1067. 
in Bonds of 55,000 /., whilst the rate of interest on the capital sum due was Q. 1070. 
reduced from 6 to 5 per cent. 


In relation to the general financial position of Honduras, the following 
statement is found in the Historical Account :— 
“Tt will be easily understood that the Republic of Honduras had not that __ 
« state of material development, density of population, favourable condition of Hist. Acct. 
« finances, organised resources, or industry and commerce, to be in the most APP» P- 6. 
“ appropriate position for the issue of a loan of a million sterling, with proba- 
“ bilities of success in the English market; that is, a loan thirty-six times 
‘« oreater than that part of the Federal debt belonging to Honduras, which had 
“just been arranged, and the interest on which the Republic had neither been 
*“ able to pay, nor to give anything on account of it for forty years, although the 
‘“*‘ amount of that interest was then only 1,632 /. a year. 
« Besides, what guarantees, what pledges, what securities satisfactory to the 
“‘ public could they offer who were commissioned to launch that loan on the 
“ market in the name of the Government of Honduras ? 
‘«« The revenues of the Custom Houses of Omoa, Trujillo, and Amapala, which 
“ are very moderate and absolutely necessary to the Government itself to pro- 
‘¢ vide for the necessities of its administration, were already pledged; besides, 
“ they would not suffice to guarantee a loan of a twentieth part of that sum.” 


Honpuras LOAN OF 1867. 


Such being the financial condition of Honduras, M. Victor Herran and 
Don Carlos Gutierrez, the representatives of its Government in Paris and 
London, on the 25th of October 1867, entered into an agreement in writing Agreement of 
with Messrs. Bischoffsheim & Goldschmidt, under the terms of which a loan 25 October 1867. 
for 1,000,000 7. sterling nominal value was to be issued in London and Paris.’ 
By this agreement Messrs. Bischoffsheim & Goldschmidt contracted to issue 
the loan on commission. The document did not disclose the amount of 
commission for issuing the loan. The Government of Honduras under- 
took to pay annually 140,0007. for 15 years, at the end of which time * 
the Republic was to be entirely released from liability. ‘The yearly payment, 
was guaranteed by a special hypothecation of the revenues of the railway, 
and by a first mortgage upon all the domains and forests of the State. From 
the day of the issue of the loan until its complete repayment, all the produce 
of the domains and forests, such as mahogany, indigo, and cotton, was to 
be forwarded and consigned exclusively to London, to Messrs. Bischoffsheim 
& Goldschmidt, who were to apply the proceeds towards the payment of the 
interest and sinking fund. This agreement was produced before your Committee = g. y¢7 
by ie Chairman of the Stock Exchange. Upon the same day (25 October 1867) ae. 
307. b . an 
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Deed of 30th June 
1868. 


App., p. 9. 


App. p. 6. 


an ‘additional agreement” was entered into between the same parties. It 
contained the terms upon which Messrs. Bischoffsheim & Goldschmidt contracted 
to issue the loan, and also “‘ applied” the funds proposed to be raised. This 
agreement appears never to have been made public, and was not produced before 
your Committee. Its existence is disclosed by a recital in the deed of 30th June 
1868. 

On or about 6th November 1867, the Prospectus containing the terms on 
which this loan was to be issued was published. The loan was for 1,000,000 1. 
(nominal) at an issue price of 80 /. per cent.; the payments of the instalments were 
to be completed on the Ist April 1869, and after allowing for deductions for 
interest on the instalments paid, the sum to be received in respect of each 100 J. 


bond would amount to 73 /. 11s. 103 d., or 735,937 l. forthe whole loan. Interest’ 


Q. 812. 223. 


Q. 159. 


App. p. 8. 


was to be paid by the Government of Honduras at the rate of 107. per cent. on 
the nominal value of the bonds, and a sinking fund of 3/. per cent. per annum 
was to be provided, by which means the loan would be paid off at par within 
17 years. The Prospectus stated that the loan was raised for the purpose of 
being applied towards the construction of an inter-oceanic railway from 
Puerto Caballos, on the Atlantic, to the Bay of Fonseca, on the Pacific. The 
interest and sinking fund were stated to be specially guaranteed by a first charge 
upon the intended railway and its revenue, and also by a first mortgage upon 
the whole of the domain. and mahogany forests of the State of Honduras. 

Applications were received in London for 818,700 /. (nominal value) of the 
loan, and 501,100 1. was allotted, in respect of which, 74,782 /, (or 15 per cent, 
approximately), representing the instalments due, was paid to the London and 
County Bank. 

On 5th December 1867, Messrs. Bischoffsheim & Goldschmidt gave the 
following certificate to the Committee of the Stock Exchange :— 


“ Founders’ Court, Lothbury, 
“ Gentlemen, “5 December 1867. 
“ We hereby certify that 561,1007. of the Honduras Railway Loan has been allotted - 
in England, and that 74,7827. 3s. 1d. has been paid thereon till now. The remainder ~ 
has been appropriated to the Continent, and is represented by French Serip. The defi- 


nitive bonds will, however, be all alike. 


Q. 832-4. 


Hist. Acct., App., 
p. 66. 


“We are, &c. 
(signed) “© Bischoffsheim & Goldschmidt, 
‘© Agents for the Honduras R. W. Loan.” 
‘©To the Committee of the Stock Exchange.” 


Except the statement contained in this certificate, there was no evidence 
before your Committee showing how much ofthe loan was allotted abroad. © 

If the portion of the loan so allotted in London had remained in the hands 
of the public, the instalments. payable in the year 1868 would have amounted to 
75,000 /., and in 1869 to 200,000 /. (less deductions for interest). The payments 
actually made in respect of such instalments were in 1868, 56,8007., and in 
1869, 6,724 1. 

The “Historical Account” furnished by Don Carlos. Gutierrez states in 
reference to this allotment: “The first Honduras Loan, in spite of all the advan- 
“ tages which it offered to the subscribers, and the high respectability of the house 
“ which managed the operation, was received by the public with perfect in- 


. “ difference, with profound contempt; and according to the deficient and vague 


Seyi 
Q. 832. 
App., p. 45. 


Q. 2912. 


_ App., p- 10. 
Q. 1170. 


“ information which reached the Legation, there were hardly any other subscrip- 
‘ tions than one of about 10,000 /. made by the firm of Bischoffsheim itself.” 
Mr. Lefevre, in a letter of 2nd February 1872, makes a similar statement. — 

It seems difficult to reconcile these allegations with the fact that 56,800 7. 
was paid upon the instalments due in the year 1868, and with the aecounts of 
the trustees, which show that 114,330/. 13s. 11 d., part of the monies received — 
from the subscribers to the loan, was probably expended in the re-purchase of 
scrip. By some means, on or before 30th June 1868, out of the 1,000,000 7., the 
nominal amount of the loan, 951,660 /. stock had come into the possession of 
Messrs. Herran and Don Carlos Gutierrez as representatives of the Honduras 
Government, whilst 12,646 /. 4s. 9d., being the instalments which had been 
paid in respect of 48,340 /. of the loan, was standing to the credit of the Govern- 
ment of Honduras with Messrs. Bischoffsheim & Goldschmidt. Therefore, at 
the above date of 30th June 1868, the public held only 48,3401. (nominal value) 

. of 
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of the loan, the remainder having, through non-allotment or re-purchase, come 
into the hands of the representatives of the Honduras Government. 

On that day a deed was executed, to which Mons. Herran, Don Carlos Deedof 30th June 
Gutierrez, Messrs. Bischoffsheim & Goldschmidt, Mr. Charles Lefevre, Mr. 1868. 
Cotterill, and Mr. Robinson were parties. By that deed, Mr. C. Lefevre under- App.) ). 9. 
“took to place the whole of the said definitive bonds representing the said 
sum of 951,660 /.; 150,000/. of the said bonds by the end of the year 1868, 
“and the balance during the year 1869.” After providing for the payments of 
the current interest, Mr. Lefevre undertook to pay the representatives of the 
Honduras Government 68/7. 12s. for each bond in place of the 
731. 11s. 103 d. which would have been received from the public under’ 
the terms of the prospectus. 

By the same deed it was covenanted that out of the monies so to be 

‘received from Mr. Lefevre, 73 per cent., until the same should amount to 500,000 /., 
should be paid to Don Carlos Gutierrez, Philip Thomas Blyth, and Henry Luke 
Robinson, trustees appomted for ‘the purposes of the railway; 12 per cent. of 
such monies, until the same amounted to 82,006/., was to be paid to Messrs. 
Bischofisheim & Goldschmidt in accordance with the terms “of an additional 
“asreement,” dated 25th October 1867. As above stated, this additional agree- 
ment was not in evidence before your Committee, but it appeared from a recital in 
thedeed of 30thJune ! 868, that this 82,0007. wascomposed of thefollowing items :— 


ie) 


x. 
Commission of 1} per cent. for brokers and the firm that receive 
subscriptions = ts “ = 2 - - - - 12,000 App., p. 9. 
Annual commission of 19,0007. allotted to Messrs. Bischoffsheim 
& Goldschmidt for payment of coupons and sinking fund for 


two years - 7 - - - - - - 3 Sh 20,000 

Commission of 5 per cent. granted to Messrs. Bischoffsheim & 
Goldschmidt, to be paid them out of the first funds realised - 50,000 
ae 82,000 


“ Fourteen and a half per cent. of all such monies (so to be received from Mr. 
* Lefevre), and in all 100,000/., shall be paid to said Don Carlos Gutierrez and 
“ Charles Lefevre, who are to receive in the aggregate 100,000/.”. Some small 
payments were also to be made to the trustees as remuneration for their services. 

Under the terms of this deed bonds to the nominal amount of 175,700. only App., p. 45. 
appear to have been sold, and a new agreement, called “The Convention of 15th App. p’ 18. 
“October 1869,” was made between Messrs. Bischoffsheim & Goldschmidt, Messrs. 

Waring, Mr. C. Lefevre, and Don Carlos Gutierrez, in accordance with the pro- Q. 1510. 
visions of which the bonds remaining in the hands of the trustees after that 
date were sold to Mr. Lefevre. By this Convention it was, inter alia, agreed that 
“an interest account” was to be opened in the name of Mr. C. Waring and 
_ Mr. H. Bischofisheim, into which account Mr. Lefevre agreed to pay the sum 
realised by him, between 68/. 12s. and 76/. 12s.,0n the future sale of bonds. 
Don Carlos Gutierrez and Mr. Lefevre, as Government trustees, agreed to allow 
the general trustees to pay the 143 per cent. (the 100,000 /. mentioned in 
the deed of 30th June 1868) to the interest account instead of to Don Carlos 
Gutierrez. In case the French Commissaires (hereinafter mentioned in con- 
nection with the Loan of 1869) should pay the interest- on the English Loan. 
or im case a second loan should be raised, so as to provide interest on the 
English Loan, the 145 per cent. should be paid to the Government; and to 
Mr. Lefevre the above difference between the 68/. 12s. and 76/. 12s., after 
certain payments had been provided for. £. 91,000 (nominal) : Messrs. Bischoff 
sheim & Goldschmidt’s commission) was to be placed in a box deposited at 
the Imperial Bank, under the seals of Mr. Henry Bischoffsheim and Mr. 
Charles Waring, who were to give to Mr. Lefevre a written acknowledgment. 
that 40 per cent., viz., 36,400 /., belonged entirely to him. The above 91,000 /. 
(nominal) obligations were to be released and paid to Messrs. Bischofisheim 
& Goldschmidt at any time after the sale of 300,000 /. (nominal) obligations out of 
those then remaining unsold, or when the first section of the railway was opened, 
or at the latest on Ist January 1871. 

It was under the terms of these two instruments that the bonds of the 
loan were, through the agency of Mr. Lefevre, sold to the public. The transaction 
seems to have been effected by the means described by the witness, Mr. Richard Q, 2217. 

367. be | : . Evans. ; 


Q. 2795. 


Q. 2796. 
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Evans. Brokers were requested “ to direct the attention of any of their friends 
“ to the security.” The broker would then make an offer to purchase bonds from 
the witness, who had received an authority from Mr. Lefevre to sell them as soon 
as he possibly could, and on the best terms he could, which offer was submitted to 


Mr. Lefevre. 


“Tf it were for a large amount of stock, Lefevre would be willing 


“ to sell it at much below the market price.” In some instances the brokers 
would bind Mr, Lefevre not to sell any new stock before a fortnight or a month, 
and “then they would go on with it themselves, and put it on the market.” 

In order to maintain “the stock at a high price, and to prevent its falling in 
consequence of the sales thus effected, it became necessary to make purchases 


Stock Exchange. These transactions appear to have been 


principally effected through the agency of Mr. James Barclay. When 
the market was flat, he received orders from Mr. Richard Evans, acting 
for Mr. Lefevre, to buy stock for the purpose of strengthening the market. 
Mr. Barclay thus describes what occurred: ‘“ First, the jobber would come to 
“ me, and say that there were lots of sellers about, and I reported that the first 
“time Mr. Evans came to my office and asked what was going on, and Mr. 
“‘ Hvans would go with the information to Mr. Lefevre, and come back with the 
“ order, ‘Take so much stock,’ which I bought on commission. At the settlement, 
“if there were a debtor balance to Mr. Lefevre, he would take the stock and pay 
orif Mr. Barclay had any stock in hand, he delivered it to Mr. Lefevre. 

By these means, and upon the terms above mentioned, 631,000/. (nominal 
value) of the stock of this loan was, between 30th July 1868 and 29th June 1870. 
sold to the public through the agency of Mr. Lefevre. During this period the 
quoted price of the stock was always maintained above its issue price (80/.). In 
November 1868 it reached 94 /., and in June 1870 it was 88 J. per 1001. bond. 
It therefore seems probable that a considerable sum was obtained by the 
sale of the bonds beyond that paid to the trustees. The bonds of this loan, 
1,090,000 /. (nominal) were disposed of as follows :-— 


ak os a Fa 


Nominal Sum. 


ds 
Sold by Trustees to Mr. Lefevre - - - - ~ - | 631,200 
Issued to Railway Contractors in discharge of liability to them 200,000 
Drawn before issue, and cancelled - - - - ~ - 10,800 
Issued in exchange for Scrip - - - - - - - 49,500 
Taken on account of commission and expenses - - - 108,500 


£.{ 1,000,000 


The Receipts and Exrrnpirure of Casn on account of the LOAN appear 


to have been— 


RECEIPTS. EXPENDITURE. 


£. s. d. £. that 8 


Instalments on Serip—-Londou - 146,115 - =} Paid to Trustees on account of Rail-, 


way Contractors (exclusive of 
200,000 2. bonds as above) - - |293,080 3 4 


Advanced to Messrs. Bischoffsheimn 


Instalments on Scrip--Paris - - 8,665 17 8 & Goldschmidt apparently for re- 
‘ purchase of Scrip - - = |114830 13 11 
Commission (in addition to ig is 
108,500)* + * - | 16,849 11 10 
Sale of Ore - ig ; . fe 861 5 | Interest and Sinking Fund - - |106,042 8 Q 


Honduras Government, to meet 

Bills, &e. - - - - - | 61,617 11 11 
Salary of Engineer and Trustees, Latta 
- | 27,876 3 


From Mr. Lefevre, on Sale of Bonds | 469.445 4 — and Expenses of Mines, &c. 
Interest on Federal Debt = - - 2,700 - - 
Balance carried over to new Ac- 
count, Sth August 1871 -  -| 7,588 8 8 


£, | 620,085 2 1 


nnn 


No payments were made in respect of interest or sinking fund after those 


due on the Ist July 1872. 


In 
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In relation to this loan, your Committee at this stage of their Report only 
desire to point out that after the allotment of 501,100/. (nominal value) of the 
loan in London, the whole of the bonds of the loan, except 48,340 /. (nominal 
value), came into the hands of the representatives of the Honduras Government; 
and were afterwards sold to the public through the agency of Mr. Lefevre. 

Your Committee postpone their remarks upon the effect of these dealings 
until a later period of their Report. 

They deem it right to observe that 108,500. bonds (nominal value), which 
at the issue price would be of the value of 86,800 l., and 16,849 /. 11s. 10 d. cash, 
making 103,649 /., were paid for commission and expenses connected with the 
loan. A further sum of 30,000 1., out of the proceeds of the 1870 loan (herein- 
after mentioned), was also applied to the service of this loan. These commis- 
sions are, according to the evidence before Your Committee, greatly in excess 
of what is usvally charged by contractors for loans. 


THe Honpuras Paris Loan oF 1869. 


In May.i869, “at a time when only a small portion of the Loan of 1867 had 
“ been realised in England, which had not produced much more than 100,000 J. 
“in cash, the remaining bonds being in possession of the trustees,” the Minister 
of Honduras in Paris, M. Herran, “in concurrence with” Seior Leon Alvarado, 
“took steps” to issue a loan for 62,252,700 francs, or 2,490,108 J. sterling. 

The Prospectus of this loan appears in the ‘“‘ Historical Account.” 

The bonds issued to the public in exchange for scrip were signed by M. Victor 
Herran, “acting in his own name and that of his colleague in London, by virtue 
“ of their full powers.” 

At the price of issue, viz., 225 francs per bond of 300 francs, this loan 
should have produced 1,867,581 J. 

Your Committee did not feel it their duty to inquire into the facts attending 
the issue of this loan. It was, however, important to trace how far the funds 
resulting from it have been applied to pay the sums due under the railway 
contracts, or have reached the hands of the trustees of the loans contracted 
in this country. 

Two sums amounting to 61,731/. were, in the months of March and June 
1870, paid out of the proceeds of this loan to the railway contractors. 
Upon the outbreak of the French and German war, in July 1870, M. Herran 
caused 2,500,000 francs in cash, and 39,000,000 frances in bonds, to be for- 
warded from Paris to Messrs. Bischoffsheim & Goldschmidt, in London. 


By an agreement of 19th December 1870, made between Don Carlos Gutier- 
rez and Messrs. Bischoffsheim & Goldschmidt, it was agreed that “ Messrs. Davids & 
* Barnes should be appointed trustees of the said 2,500,000 francs and the said 
“obligations.” All the obligations were to be sold by the trustees, or by their 
order, ata price which should be at least equal to the price of 10 per cent. Eng- 
lish Honduras Stock, at which price Messrs. Bischoffsheim & Goldschmidt were 
to have the option of purchasing all or any part thereof. 

The proceeds were to be applied in paying the’ interest and sinking fund of 
the loan and in discharging the liabilities to the contractors in relation to the 
second section of the railway. 

By deed of 27th July 1871, made between Don Carlos Gutierrez, Messrs. 
Bischoffsheim & Goldschmidt, Mr. C. Lefevre, and Messrs. Ford & Widdecombe, 
as trustees, Messrs. Bischoffsheim & Goldschmidt, at the request of Don Carlos 
Gutierrez, and for the consideration therein expréssed, gave up and resigned 
all options, benefits, and advantages as to the unissued bonds of the loan of 
“©1869.” It was also agreed that “ Lefevre shall have the exclusive right of 
“ purchasing and taking all the unissued bonds of the said loan at the price. of 
“ 140 francs for each bond, or if the market price of the said bonds for the 
“ time being shall be less than 140 francs, then at the medium market price on 
“the Paris Bourse, on the day of such purchase, as declared in and by the 
“ official price-list of the Paris Bourse” (Cours authentique). Out of this sum 
of 140 francs per bond, Mr. Lefevre was to pay Messrs. Bischofisheim & Gold- 
schmidt five francs for every bond so purchased by him, and was also to retain 
for his own use a commission of five francs for each bond, and a sum equal to 
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2 per cent. on the nominal amount so purchased and taken by him from time to 
time. By these deductions the net price to be received by the trustees for 
each 300 francs (12 /.) bond issued at 225 franes became 124 franes (5 /. nearly). 
But if Mr. Lefevre sold any of the bonds at a price exceeding 145 franes, he was 
to pay the trustees, or account to them for, all the excess over that price. 

Under the terms of this deed, the bonds having been placed in the hands 
of the trustees, were sold through Lefevre, and the proceeds brought into “a 
“mixed fund” with those of the loan of 1870. The receipts from the bonds 
so sold in this country amounted to 408,460/. In relation to the sale of the 
bonds of this portion of the loan 51,852/. was paid for commission to Messrs. 
Bischoffsheim & Goldschmidt, and Mr. Lefevre. The cireumstances connected 
with the appropriation of interest, on the unissued bonds, and the reduction of 
the price to 104 francs per bond, will be mentioned hereafter, when dealing with 
the loan of 1870. Your Committee have not evidence before them as to the 
amount realised from the portion of the loan disposed of in Paris, but it is to 
be observed that, from that portion, 61,731 7. is all that is proved to have been 
paid to the railway contractors. 


Tue Honpwuras Loan oF 1870. 


In the spring of 1870, the funds of the 1867 loan being nearly exhausted, 
and the Paris loan having produced but little, Don Carlos Gutierrez, 
according to the “ Historical Account,” “duly reported to the Govern- 
“ment of Honduras on the result of the loan in Paris, on the new com- 
“ plications which had arisen, and the unbearable state of affairs, if fresh 
“ resources were not in some way sought for,’ . . . . . and the 
“ Government having no other resource at disposal for the construction 
“of the railway, was obliged to try that expedient again which had already 
“ yroduced such evil results twice over, that is a third loan, in order to see 
“ whether the completion of the railway, the object of all its aspirations, could 
‘‘ be effected by that means.” ; 

But the issue of this new loan could not be readily effected. ‘* The Historical 
“ Account” further says :— . 

“It is easy to understand the difficulty of issuing a third loan for the eon- 
“ struction of the Honduras Railway, when there were already two in the 
“ market, one in London and the other at Paris; the public being alarmed at 
“the conditions of the second loan, and the Government having no new 
“ vuarantees to offer, either real or even nominal.” 

The promoters of the loan appear to have thought it necessary to restore 
the confidence of the public before the prospectus for another Honduras Loan 
could be issued with any prospect of success, and the following steps were taken 
for that purpose. 

In the Prospectus of the loan of 1867 it had been stated, “ The interest 
“and sinking fund of the loan are specially guaranteed by a first charge upon the 
“ intended railway itself and its revenue, and also by a first mortgage upon the 
“ whole of the domains and mahogany forests of the State of Honduras, which, 
“ according to official report, are of immense value. 

“Tt is arranged that the whole of the produce of the above mortgaged State 
“ domains and forests shall be consigned direct to London by the Honduras 
‘Government to Messrs. Bischoffsheim & Goldschmidt, who will pay over the 
“ proceeds of the sale towards the annual interest and sinking fund, and the 
“ construction of the remaining sections of the railway.” | 

Nine days before the Prospectus of the loan of 1870 was issued, viz., on 
11th June, the following statement appeared in the money article of “The Times” 
newspaper: “The ‘A. N. Lizard’ (sic) and the ‘ Hope’ have arrived in the West 
“ India Docks from Truxillo (Honduras) with cargoes of mahogany and fustie, 
“ consigned to Messrs. Bischoffsheim & Goldschmidt on account of the Honduras 
“ Railway Loan. Advices just received state, that the ‘Grenmar’ and ‘Queen of 
“ ‘the South’ were loading at Truxillo with similar cargoes on the same account.” 

Evidence was given before your Committee that the cargoes of the above- 
named four vessels arrived in this country consigned to Messrs. Bischoffsheim 
& Goldschmidt. A fifth cargo, that of the “ Magdala,” also arrived shortly 
before 17th March 1871. These cargoes were sold by Messrs. Bischoffsheim 

& Goldschmidt, ° 
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& Goldschmidt, account sales were rendered by them, and the proceeds, Q. 1294. 
6,0921. 16s. 2d., paid by them to the trustees of the loan. Q. 1287-2150. 

These cargoes had been purchased in Honduras from private traders bya Q- 969. 1131, 
committee called the “ Coniité Empresario,” composed of members of the Govern- 109?! 4: 
ment of the Republie. Evidence was given that the price of three of these car- = a 
goes was paid by bills of exchange, drawn by the “ Comité Empresario” upon  Q_ 9147 et seq. 
Don Carlos Gutierrez, which bills were paid at maturity or shortly afterwards. Q. 2163. 
From the accounts of the trustees, it appears that bills of exchange for 15,8001, Q. 969. 6459. 
evidently drawn on account of these cargoes, were paid out of the funds result. @ SrA 
ing from the loan. Some of these bills were, at the time of payment,in the @Q 6465-6467. 
hands of Messrs. Bischuffsheim & Goldschmidt. Q. 1013, 1014. 

In relation to these shipments, the following statement appears in the 
“ Historical Account” :— 

“ Various considerable sums had been sent to the Honduras Government, not Hist. Acct. App- 

“ only for the purpose of providing for its peremptory internal requirements, ” ‘ " 
“ but also to proceed with the cutting and exportation of mahogany, and the 
“ working of some mines, for the purpose of remitting the produce to Europe, 
“and thereby attracting public attention. But the Government was unable to 
“send either mahogany or metals; and only after much exertion was the 
“ arrival in Europe announced of two cargoes of mahogany on account of the 
“ Honduras Government, of which the news alone produced the best effects. 
“ Unfortunately, that mahogany had not been cut and prepared by order of 
“ the Honduras Government; it had been bought by the Government from the 
“ mahogany merchants on the north coast, and when it came to Europe was 
“ found to be of the most inferior quality, and much of it in bad condition.” 

“ There was also a cargo of timber which came direct from Amapala, besides 
“ those which the Government sent from Belize.” 

In the opinion of your Committee the purchase of these cargoes, and the 
announcements of their arrival in the form above referred to, were intended to 
induce, and did induce, the public to believe that the hypothecated forests were 
providing means for paying the interest upon the loan. 

Immediately after the publication of these announcements in relation to 
the arrival of the cargoes of mahogany steps were taken to issue a new loan to- 
the public. 

On 17th June 1870, an agreement was entered into between Don Carlos Ist Agreement of 
Gutierrez and Messrs. Bischoffsheim & Goldschmidt. By it, the Minister, as 17th June 1870. 
representing the Government of Honduras, authorised the issue of a loan of App. p. 19. 
the nominal value of 2,500,000/., at the price of 80/. for each 1002. bond, so 
that it might preduce in cash the net sum of 2,000,000J. sterling. The 
loan was to be denominated “The Honduras Ten per Cent. Government Railway 
Loan, 1870.” The Government of Honduras undertook to provide and pay to 
the contractors annually the sum of 335,000/., by half-yearly payments, on 
Ist June and Ist December. This amount was to be applied first in paying the 
annual commission of 10,0001. to the contractors, and the balance of each year 
should be applied “invariably and entirely” for the payment of the half-yearly 
interest, and the redemption of the loan. By the same agreement the Republic 
hypothecated all its revenues and income belonging to the State and nation ; the 
se together with its chattels and returns; and all the territories and 
forests of the State, together with their fruits and productions, which were to be 
remitted to Messrs. Bischoffsheim & Goldschmidt for the purpose of sale. As the 
monies raised by the loan were chiefly intended for the construction and equip- 
ment of the railway, the Government agreed that the administration of such 
portions thereof as were devoted to that purpose should be intrusted to the 
trustees of the railway, who were to be three in number at least, and not 
more than five, of whom one, the chairman, was to be repr esented hy the 
Honduras Minister for the time being, and the others were to be appointed by 
Messrs. Bischoffsheim & Goldschmidt. 

“In relation to the hypothecation and charges, the following important 

on was made :— 

'“Tn ‘support of the hypothecation. and charges hereinbefore contained, the Ist Agreement of 
“ Government of Honduras hereby expressly declares that if by reason of any 17th June 1870, 
“eontingeney, foreseen or unforeseen, the provisions fer the payment of the in- mee 
“ terest and the redemption: of the said loan should be insufficient, or should not “PP» P- 2° 

“have been effected in due time as aforesaid, Messrs. Bischofisheim & Gold- 
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“ schmidt, ipso facto, as representatives of the bondholders, are by these 
« authorised, either by themselves or by means of any agent or delegate oh 
“ they may appoint, to take possession of the railway and its chattels, and like- 
“ wise of any of the territories and woods, to work the said railway, and to 
“ receive its revenues, and also to make use of the said territories and woods, to 
“ transport the produce from thence to such parts and places situated in Great 
ss “ Britain, and to any other part, in such quantities as they may consider ng 
“ sary, in order to make due provision for this loan, and to perform all such 4 
“to make all such payments as they may deem expedient for that purpose, 
“ any balance resulting from the last operations mentioned, after discharging the 
« interest and redemption of the loan, to the general trustees, or, if the duties of 
“ the trust have ceased, to the Government of Honduras. But it is hereby ex- 
“ pressly stipulated that this provision is not to impose any obligation on Messrs. 
“ Bischoffsheim & Goldschmidt to take such possession, or to perform such acts 
“ ag are herein last mentioned, nor shall they be obliged to do so, nor to ineur 
“ any responsibility for having refused or omitted to do so; but they may appoint 
“ any other person in writing ‘to act in their stead, provided that they wid iwabe. 
“ and the person so appointed shall enjoy all the powers conferred upon them.” 

. Messrs. Bischoffsheim & Goldschmidt had the right, if they desired it, to 
assign their interests in this contract, which right they on the same day, 17th 
June 1870, exercised by assigning their interests to Mr. Lefevre. 

By a supplemental agreement of the same date (17th June 1870), Don Carlos 
Gutierrez directed Messrs, Bischoffsheim & Goldschmidt or their assigns to big 
the proceeds of the loan as follows : 


|. ee 
1, Printing, stamps, and incidental expenses aes ae - | 7,500 
2, Commission of 14 per cent, for brokers and the firm that receives 
subscriptions, «=; (© 9 6%) fen (re) levee 37,000 
2, Commission of 5 per cent. for issuing presentloan - = =| 125,000 
162,000 
4. Vive trustees and a secretary, two years ~ = - «© = 6,900 
5. Annual commission of 10,0001, for payments of coupons saad "NSM 
sinking fund on loan of 2,500,0001, for two years - 20,000 
6. Interest for two years on loan of 2,500,000L nominal, from 
Ist January 1871 to Bist December 1872 - - «© = 500,000 
7. Amortization fund, two years at 3 per cent, on the above loan, va . 
from 1st Jonuary to 1st December 1672 - - -<- = 150,009 670,000 
8, Commission for paying conpons for interest and amortization 
fund on loan of JP00,000 L, under convention of 25th 
October 1867 « -« 7 sich ee we ee 
9, Interest until and exclusive of 1st July 1872 on same loan . 250,000 
10, Amortization fund up to wame date on same loan = «= = Ma 
ener 240,000 


1 


— 


» Contract, a forfait, with Messrs, Waring Brothers ond M‘Candlish for the con- 
struction of the third section of the gaiwan iene Comoran to — pind of 
Yonseca oid - « 


12, For two years’ interest on the Federal debt - + + «© « 
14. Further sums placed at the disposal of the Government of Honduras 
14, Salary to Mr, Brunlees, engineer in chief, not exceeding’ - ~ 


Amount of Loan ° P . 


By these terms. 227,5001. was appropriated for comm 8 
penses of all kinds connected with the issuing of the loan, 
paying the coupons of both loangs 650,000 1. was to be applied to meet the 
interest and amortization fund of the 1870 Loan, and 310,000/. for the sa 
purpose in relation to the loan of 1867 ; 800,000 1. was the sum requi 
appropriated to be paid under the contract for the construction of th 
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section of the railway, 100,000/. was placed at the disposal of the Govern- 
ment of Honduras; 20,000 /. was to go to the engineer, and 10,800 /. to meet 
the interest on the Federal debt. These sums amount to 2,118,300/.; pro- 
vision for the payment of the excess of 118,3007. beyond the 2,000,000 /. to be 
raised is made by the agreement. 

It will be observed that the sums required for the payment of the interest 
and amortization on both loans (1867 and 1870) would have to be provided 
from some fresh source after 31st December 1872. 

On the same day (17th June 1870) a third agreement (under seal) was 
entered into. To it Don Carlos Gutierrez, Messrs. Bischoffsheim & Goldschmidt, 
and Mr. C. Lefevre were parties. It recited the two above-mentioned agreements 
of 17th June, as bearing date the 14th June, and by it Messrs. Bischoffsheim & 
Goldschmidt, with the consent of Don Carlos Gutierrez, assigned to Mr. C. Lefevre 
“the issue of the loan of 2,500,000/. to the public, and in consideration of such 
“assignment the said C. Lefevre, with the consent of the said Don Carlos 
“ Gutierrez, takes upon himself all the obligations accepted by the said Messrs. 
“ Bischoffsheim & Goldschmidt with reference to the loan trom which the said 
“ Messrs. Bischoffsheim & Goldschmidt are hereby absolved and released by the 
“said Don Carlos Gutierrez.” In consideration of such assignment Mr. 
C. Lefevre engaged with Don Carlos Gutierrez to take the entire loan of 
2,500,000/. firm, and the scrip and bonds were to be issued to him as he should 
direct, after the rate of the firm price of 80 per cent. Mr. Lefevre was to have the 
right to call from time to time for all the scrip and bonds of the loan as he 
might require them over a period of two years, paying as he received them 
80 per cent. in discharge. From this stipulation it appears that before the 
issue of the prospectus, it was contemplated that whatever amount was applied 
for by the public the scrip was to be bought back, and so come into the hands 
of the trustees. 

Whilst by this instrument Messrs. Bischoffsheim & Goldschmidt assigned to 
Mr. Lefevre the interest of their firm in commissions, amounting to upwards of 
125,000 /., no evidence was before your Committee to show what was paid by 
Mr. Lefevre to Messrs. Bischoffsheim & Goldschmidt in return for such advantages 
being so made over to him. 

All the expenses of advertising and issuing the loan were to be paid by Mr. 
Lefevre, for whose sole risk and account the loan was to be issued; and he was 
“to make all such arrangements with reference thereto with the bankers, and 
“also with respect to the subscription and allotment and management of the 
“ operation, as he in his sole discretion shall think fit ;” subject to the condition 
of the previous agreements, so far as the same were embodied in the deed, 
being carried out. 

A fourth agreement (under seal) of the same date (17th June 1870) was 
made between Don Carlos Gutierrez, Charles Lefevre, and Messrs. Davids 
and Barnes as trustees; the three above-mentioned agreements were recited, 
and their terms were agreed to be carried out by the issue of the loan. The 
following clause was also inserted :— 

“ The said Charles Lefevre is to be entitled to all the bonds as issued, with 
“all the benefits thereof, and to call for the same from the said trustees, and 
“ the said trustees shall be bound to deliver at his request such bonds, with the 
“ coupons attached to such an amount, and at such times, and from time to 
“time, as he in his absolute discretion shall think fit, upon handing to the said 
“ trustees in exchange for the said bonds the sum of Eighty pounds per cent. of 
“ their nominal value, or against fully paid-up scrip, and he is to be entitled to 
“ yetain such bonds, or to sell them at such times, and in such manner, and at 
“such prices, as he may in his absolute discretion think fit. The said Charles 
“ Lefevre jis also to be entitled to call upon the said trustees to deliver to him 
“fourteen days before any of the days whereon any payment stipulated to be 


“ made, in accordance with the said supplemental agreement relating to the said | 


“Joan becomes due, so many and such amount of the said bonds as, calculated 
“at the price of Highty per cent., shall represent the amount of any such pay- 
“ment. And the trustees shall be bound to hand the same to him upon his 
“ making such payments accordingly, the said Charles Lefevre hereby pledging 
“to the trustees the said sum of Thirty thousand seven hundred and forty 
“ pounds now due to him by the Honduras Government, as aforesaid, payable 
“to him in the manner stated, in a letter dated Fifteenth October One thousand 


“eight hundred and sixty-nine, addressed to his Excellency Don Carlos 
367. c * Gutierrez, 
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“ Gutierrez, and signed by Messrs. Bischoffsheim & Goldschmidt, Waring 
“ Brothers and M‘Candlish, and Waring Brothers; the same to be held asa 
“ ouarantee for the due performance of any undertaking from time to time to 
“ be given by him as last aforesaid.” . | 

The mode of contracting for the issuing of the loan under the above 
agreements is extremely remarkable. 

There are four contracts, all dated 17th June 1870. For some reason the 
3rd and 4th deeds recited the 1st and 2nd agreements as having been executed on 
the 14th and 15th June respectively. 

By the first agreement Messrs. Bischoffsheim & Goldschmidt contracted. “to 
‘issue the loan to the public on commission, by themselves or their representa- 
“tives.” If the loan was not issued before Ist August 1870 the contract was 
to be void. Messrs. Bischoffsheim & Goldschmidt were entitled to cede their 
interest in the contract, upon notification to the Honduras Minister, to any one 
they might select. The Minister thus became bound to accept any assignee as 
contractor, without power of objection. By making such assignment Messrs. 
Bischoffsheim & Goldschmidt became absolved from all liability. 

This document did not disclose what commission was to be received by 
Messrs. Bischofisheim & Goldschmidt beyond an annual sum of 10,000 J. for the 
service of the loan. 

By the second, or supplemental agreement (of the same date), the 2,000,000J. 
proposed to be raised was appropriated, and Messrs. Bischoffsheim & Goldschmidt 
became entitled to receive 189,500 /. for commissions and expenses of issuing the 
loan, remunerating brokers, and paying coupons in relation to this loan ; \they 
were also by this agreement authorised to receive 30,000 /. for commission in 
respect of paying interest on the 1867 Loan. 

By the third deed of the same date, Messrs. Bischoffsheim & Goldschmidt 
assigned all their interest in the issue of the loan,and Don Carlos Gutierrez entered. 
into a new agreement with Mr. Lefevre, under which the latter was to take the 
whole loan at the price of 80 /. per cent., not by way of allotment, but by calling 
for the bonds from the trustees as he might require them during a period of two ~ 
years. ‘The issue and allotment of the loan were to be under Mr. Lefevre’s charge . 
and direction. These provisions are quite inconsistent with Clause 14 in the 
first agreement of 17th June 1870, under which the loan was to be issued to the 
public by Messrs Bischoffsheim & Goldschmidt on commission before Ist August 
1870. ; 

By the fourth deed of the same date, Mr. Lefevre obtained advantageous 
terms not mentioned in the third deed, viz., that when he paid for the bonds he 
was to receive the interest that had accrued due upon them. 

It appears to your Committee that the principal object of the. persons 
who thus simultaneously entered into these contracts was to present, Messrs. 
Bischoffsheim & Goldschmidt as contractors for the loan when they had ceased to 
be so, and to do so at a time when Mr. Lefevre had entered into a contract with 
the Honduras Minister for issuing the loan, in a manner and on terms which, if 
disclosed to the public, would have prevented any application for allotment of the 
loan, or any dealing in it as a valuable security. 

It is not improbable that there was a reason for concealing the fact that 
Mr. Lefevre was the contractor for the loan. In all the contracts relating to 


‘the loans to which Mr. Lefevre was a party, he is named, and signs as “ Charles 


Lefevre,” “Ch. Lefevre,” or simply “Lefevre.” In two letters addressed. by him 
to the Chairman of your Committee, he signs as “C. J. Lefevre ;” and he is so 
described by Don Carlos Gutierrez, in a letter to the manager of the London 
and County Bank, and also in the aceount books kept by the trustees of the 
loans. In a contract referred to in evidence before your Committee, he is 
described as “ Charles Joachim Lefevre ;” and in a statutory declaration, made 
before the British Vice-Consul at Paris, by Mr. Lefevre, and sent by him to your 
Committee, he gives his name in full, as “Charles Joachim Lefevre.” The 
following communication, made by the French Minister of Foreign Affairs to the 
British Ambassador in Paris, was forwarded by the Foreign Office to your - 
Committee :-— 
(Translation. ) Hae 
M. lV Ambassadeur, Paris, 1 June 1875. 

In the letter which you did me the honour to address to me-on the 1st April last, you 
expressed a desire to be made acquainted with the antecedents, as known to the department: 
of justice (antécédents justiciaires) of a Mr. Lefevre, owner of racehorses. a 

e 
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The Minister of the Interior has just enabled me to acquaint you that a Mr. Lefevre 
bearing the prefix of Joachim, and who appears to be the individual in question, was con- 
demned, by default, at Paris on the 22nd May 1856, to two years’ imprisonment for breach 
of trust (abus de confiance). 

Accept, &c, 


(signed) Decazes. 


Such being the contracts between the Honduras Minister, Messrs. Bischoff- 
sheim & Goldschmidt, and Mr. Lefevre, the prospectus of the loan was issued 
on 20th June 1870. It stated that Don Carlos Gutierrez was authorised by 
full powers, dated 14th March 1870, to raise for his Government a loan of 
2,000,000/. sterling net, for the completion from sea to sea of the Inter-oceanic 
Honduras Railway. The loan was for 2,50v,000/. (nominal), the issue price 
being 802. per cent. It was to bear interest at 10/. per cent. on the nominal 
issue, and by means of the sinking fund of 3/. per cent. per annum, the loan 
was to be paid off in.15 years. No money was to be paid on application, but 
157. per cent. on allotment; the remaining instalments were to be completed 
on 15th December 1870. ‘The prospectus stated that the entire railway and its 
reyenue were mortgaged to the bondholders of all denominations, and the pro- 
-eeeds of the State domains would be applied in like manner. 

Immediately after the publication of the prospectus, and before any allot- 
ment was made, Mr. Lefevre authorised extensive purchases and sales of the 
loan on his behalf. Brokers were employed by him to deal in the manner best 
calculated to maintain the price of the stock. The brokers so employed 
instructed jobbers to purchase the stock when the market required to be 
strengthened, and to sell it if the market was sfficiently frm. In consequence 
of the market thus. created, dealings were carried on to a very large amount. 

“« Fifty or one hundred men in the market were making prices in the stock, 
‘c and were dealing with each other and the brokers all round.” One jobber 
bought and sold. the loan (2,500,000 2.) once over. One broker had on the 
balance of his. dealings 600,000 /. nominal scrip which he had purchased, and 
which he delivered to Mr. Lefevre on the first settlement in the stock, receiving 
from. him the price he had paid for it. 

It was stated that such means were frequently resorted to in order to ensure 
the success of a loan. 

The effect of these operations was to cause the stock to be quoted at a pre- 
mium, and the loan was more than fully applied for. Allotments were made 
to the extent of 2,463,200/. (mominal value), and the instalment of 15 per 
cent. was duly paid thereon. But by the purchases which had been made by Mr. 
Lefevre, either before or immediately after allotment, he had become liable 
to. pay for a great. portion of the scrip so allotted. £.417,000 of the money 
which had been paid by the allottees was drawn from the banking account of the 
lean; under the authority of Don Carlos Gutierrez, 370,000/. out of this 
sum was paid to Mr. Lefevre; and 47,000 /., of which they returned 23,701 /., 
went to Messrs. Bischofisheim & Goldschmidt. With this sum of 370,000. 
the liabilities thus incurred by Mr. Lefevre were discharged, the scrip (with 
15,2. paid) paid for,.and certificates of scrip on which 328,910 /. had been paid, 
were delivered by Mr. Lefevre to the trustees. So extensive had been Mr. 
-Lefevre’s purchases, that when the second instalment became due on Ist August 
1870, out of the 2,463,200J. stock allotted to the public only 128,000/. (beyond 
108,312 /. which had been paid for in full) remained in their hands; the rest 
of the stock was held by Mr. Lefevre, having been acquired by the purchases 
above described. . 

It seems probable that further purchases of the loan were made on behalf of 
Mr. Lefevre during the year 1870, for on 15th December only 91,600/. (nominal 
value) (beyond the 108,312/.) was held by the public; this was the day on which, 
according to the Prospectus, the last instalment was to be paid, and the definitive 
bonds could then be issued and dealt with. 

_ As soon as this day (15th December 1870) had passed the reverse process 
of dealing in the loan commenced. With the exception of the above amount, 
the whole stock, by means of the purchases which had been made, was then at 
the disposal of Mr. Lefevre, and it had to be resold by him to the public. 
This could only be effected by slow degrees, and the sale continued until 
the month of June 1872. Brokers were employed to sell the stock, and also 
enka c2 to 
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to buy it if the market required to be “strengthened.” The evidence before 
your Committee does not show the exact times at which, the bonds were disposed 
of; but it seems that on 31st December 1870, 633,900 /. (nominal value) had 
reached the public. Between that date and 30th June 1871, the amount sold 
was 312,300/. (nominal value), making 946,200 /. outstanding stock. 

These sales were proceeded with more rapidly after the deed of 27th July 
1871 hereinafter mentioned was executed, and on Ist January 1872 only 382,200/. 
(nominal value) of the bonds remained in the possession of the trustees, Messrs. 
Ford & Widdecombe. On 30th June 1872, the amount of the stock held by 
them had fallen to 16,800 7., and when, in October 1872, they resigned their 
trust to the new trustees, Messrs. Haslewood, Kerferd, and Pim, they had only 
this amount to transfer to them. 

The sums received from Mr. Lefevre by the trustees for these bonds, after 
27th July 1871, formed “ a mixed fund,” being mingled with the proceeds of the 
loan of 1869, and from that date until the trustees resigned, no separate account 
of the disposal of the funds of the two loans was kept. 

The price paid by Mr. Lefevre to the trustees for the bonds of the 1870 loan 
was regulated first by the deed of 17th June 1870, and was 80/1. for each 1007. 
bond, but that price was lowered to 751. by the deed of 27th July 1871, and 
all the bonds delivered to Mr. Lefevre between this date and 18th June 1872, 
were charged at that price. 

It will be remembered that the price of the bonds of the 1869 loan 
charged by the trustees to Mr. Lefevre was 140 francs for each 300 francs 
bond. I taking bonds from the trustees, Mr. Lefevre did not always pay for 
them as they were received by him, and at the end of May 1872 he was in 
debted to the trustees in a sum of 562,983 /. for bonds or cash received by him. 
Being so indebted, it was arranged on 18th June 1872, that the Honduras 
Minister should sell to Mr. Lefevre 5,170 bonds of the 1870 loan, 
amounting to 517,000/7. (nominal value) at the price of 507. per 1001. 
bond, and 33,000 bonds of the loan of 1869, or 396,000/. (nominal value), 
at the price of 104 francs for each 300 francs bond. Authority in writing 
was given by Don Carlos Gutierrez to the trustees to deliver these bonds to Mr. 
Lefevre at the above-mentioned prices, and on 18th June 1872, 5,042 bonds or 
the 1870 loan, and 33,000 obligations of the 1869 loan, were apparently de- 
livered to him. As, at this time, the trustees had not those bonds of the 1870 
Loan in their hands, they having already been sold to Mr. Lefevre at 75 /. per . 
bond, entries are made in the books of the trustees, by which he is made on 
18th June to deliver to the trustees 5,042 bonds at the price of 75/. per bond, and 
33,000 obligations of the 1869 loan at 140 francs, and at the same time to buy 
them back from the trustees at 50 /. and 104 francs per bond respectively. On the 
evening of 17th June, the medium closing price of Honduras stock on the Stock 
Exchange was 72. On the 18th it-was dealt in at various prices ranging from 72 
to45. On 22nd June the medium price was 70; on the 28th the loan had fallen 
as low as 44. From this fall it never substantially recovered, and gradually the 
loan reached its present price of 67. per 100 JU. bond. 

The above deductions in the price of the bonds are in the balance-sheet of 
the trustees, entered under the head of “ Stock Discount Account,” as 238,7001.; 
but this entry is partly composed of a sum of 50,000/., which Don Carlos 
Gutierrez, by the letter of 18th June, directed the trustees to pay to Mr. Lefevre, 
“ to recoup iim for the differences in the prices of stock which he had already pur- 
“ chased to maintain the credit of my Government previous to this arrangement.” 

The price at which Mr. Lefevre was to take the stock was regulated by a deed 
to which Messrs. Bischoffsheim & Goldschmidt were parties. There was no 
evidence that these deductions and the payment of the 50,0007. were made 
with their concurrence. 

Whilst the sale of the bonds of the 1869 and 1870 loans were being effected 
by Mr. Lefevre, as above mentioned, means were employed to induce the public 
to purchase them, to which your Committee feel it their duty to direct particular 
attention. 

According to the terms on which the loan of 1870 was issued, 3 per 
cent. of the bonds, or 75,000 U., was to be paid off annually on 31st December ; 
such bonds being drawn by lot. During the period that this loan was being sold 
to the public two drawings of 2 per cent. of the bonds, or of 50,000 /. beyond the 
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drawings mentioned in the prospectus took place. An announcement of the 
first of these drawings was made in the “Investor's Monthly Manual” of 
Ist April 1871, in the following terms :— 

“ Tn addition to the annual drawing of 3 per cent. on the 31st of December 
“ next, as provided in the bonds of this loan, the Honduras Government have 
“ resolved to have an additional drawing of 2 per cent. on the 30th of April 
“next, and, if circumstances admit, another of 2 per cent. on the 30th Sep- 
“tember next. The bonds drawn on 30th April will be paid off at par, with the 
“ coupons due, on Ist July next.” Similar announcements appeared in other 
newspapers. In accordance with these statements a drawing took place on 
30th April 1871, of 500 bonds (1007. each), amounting to 50,000 /., but as only 
a portion of such bonds was in the hands of the public, the sum of 16,900 /. only 
was required to pay off the bonds so held. 

A second additional drawing of the same amount took place on 30th September 
1871; at that time the number of bonds in the hands of the public having 
increased, 24,600 /. was required to meet the bonds held by theni. 

In both instances the numbers of all the bonds drawn, whether held by the 
public or not, were advertised. 

It appears that these additional drawings took place and were met out of the 
proceeds of the loan under terms expressly arranged between Don Carlos Gutier- 
rez and Mr. Lefevre. For in the “memorandum of agreement, bearing date 21st 
“ April 1871, made between his Excellency Don Carlos Gutierrez, Minister Pleni- 
“ potentiary to the Court of St. James’s on behalf of the Honduras Government, 
“ hereinafter called the. Minister, and Charles Lefevre, Gentleman,’ it was, 
amongst other things, agreed : — 

“The Minister further authorises such additional drawings of bonds for re- 
“demption at par, beyond the drawings provided for in the original prospec- 
“tuses of the three loans of 1867, 1869, and 1870, as Mr. Charles Lefevre 
“ may deem expedient, and hereby further authorises the trustees of the said 
“three loans to perform the service requisite to carry out such additional 
“ drawings by advertising and paying off at par the bonds so drawn, either in 
“ cash, or by handing Mr. Lefevre a requisite number of bonds on the 1870 
“ Joan, calculated at 75 per cent. against cash for the same.” 

The authority so given by the Honduras Minister was acted upon, two 
drawings having taken place in April and September 1871, as above stated. The 
moneys required to meet these payments were provided out of the funds of the 
loan; for by a deed of the 27th of July 1871, to which Don Carlos Gutierrez, 
Messrs. Bischofisheim & Goldschmidt, Mr. Charles Lefevre, and Messrs. Ford & 
Widdecombe, as trustees, were parties, it was, amongst other things, agreed :— 

“15. Such extraordinary drawings of bonds of the said loans of One thousand 
“ eight hundred and sixty-nine, and One thousand eight hundred and seventy, 
“or either of them, for the redemption of the same at par, as the said Charles 
“ Lefevre may deem expedient, shall take place in addition to the ordinary 
“ yearly drawings provided by the general bonds of such loans respectively ; 
“ notice in writing of such extraordinary drawings shall be given by the said 
** Charles Lefevre to the trustees, and they will thereupon make arrangements 
*¢ with the said Charles Lefevre for the redemption of the bonds to be drawn at 
*‘ such additional drawings in the same manner as is hereinbefore provided 
“ with respect to the ordinary yearly drawings: Provided always, that the said 
“ Charles Lefevre shall not be entitled to the benefit of any bonds remaining 
*‘ ynissued which shall have been drawn for redemption at any such extra- 
*‘ ordinary drawing, but such bonds shall be cancelled without any payment 
“‘ being made to the said Charles Lefevre in respect thereof.. Inasmuch as on 
“the Twenty-ninth day of April last there was an extraordinary drawing of 
“ Fifty thousand pounds nominal of the bonds of One thousand eight hundred 
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“and seventy Loan, payable the First of July One thousand eight hundred and ': 


* seventy-one, the trustees shall immediately upon the execution hereof, hand 
“to the said Charles Lefevre in cash or bonds of the said loan at the price ot 
‘© Seventy-five pounds (at the option of the said Charles Lefevre) a sum equal to 
“ the nominal amount of so many of the said drawn bonds as had been issued 
‘on the day when the drawing took place, in order to enable the said Charles 
* Lefevre to make due provision for the redemption thereof.” 
Shortly before and at the time when these sums of money were being thus 
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irregularly paid away, continuous default was being made in respect of the 
payments due under the Railway contracts. The contractors were constantly 
urging Don Carlos Gutierrez to fulfil the contracts, but little notice was taken 
of their pressing applications. 

It seems also to have been known to the Minister that the funds which could be 
realised would be insufficient for the service of the loans, for,according to the “His- 
“torical Account,’—‘ In the middle of the year 1871, in spite of all the efforts 
“and sacrifices made toplace the bonds and debentures of thethreecontracted loans, 
“there were still unplaced bonds to the amount of 2,000,000/. nominal value. Even 
“if this sum had been realised as the rest was realised, not only would it have 
“been insufficient to complete the construction of half the line, but it would 
“hardly have covered the interest and redemption of the said loans up to the 
“end of the year 1872.” 

In the opinion of .your Committee these additional drawings were determined 
upon and carried out with a clear and distinct object. By the deed of 21st April 
1871 it is stated that the sale of the Honduras Government Stocks had atthat 
time “‘ become difficult,” and there can be no doubt that it was to facilitate 
their sale that the Honduras Minister authorised such additional drawings as 
Mr. Lefevre should deem expedient. The fact that they took place, and ‘the 
terms in which they were announced, had the natural effect of deceiving the 
public, inducing them to form a false opinion of the financial condition and 
resources of Honduras, and tempting them to become purchasers of bonds at 
prices far above their value. No reference to these additionaldrawings is 
made in the “ Historical Account” placed before your Committee by Don 
Carlos Gutierrez. | 

Your Committee have now to call attention to further unjustifiable dealings 
with the funds of the loans of 1869 and 1870. . 

According to the terms of the agreements of 17th June 1870, Mr. Lefevre 
was entitled, upon taking and paying for the bonds of the 1870 loan for the 
purpose of sale from time to time, to receive them with the coupons attached, 
And he had permission granted to him by the parties to those documents to 
obtain the interest which had accrued due on the bonds when he received and 
paid for them. 

But the course which was pursued was different to, and went far beyond, 
these terms. On Ist January 1871, only 633,900 /. stock (nominal value) was 
in the hands of the public, the balance of the 2,500,000/., being held by the 
trustees. The interest, therefore, which had to*be paid amounted to 31,695 Z., 
yet the trustees gave to Mr. Lefevre 125,000 /., the sum which would have been 
due for the half-yearly interest on the whole loan of 2,500,000 /. if it had been 
issued. Mr. Lefevre thus received at this date 93,305/. in respect of bonds which 
he had not paid for and which were unissued, and which sum, therefore, he was 
not entitled to under the terms of the Deed of 17th June 1870. When the 
next half-yearly interest became due (Ist July 1871) 47,3100. would have paid 
the interest on the 946,200 /. stock then in the hands of the public. Again, 
Mr. Lefevre received 125,000 ., or 77,690 7. beyond the sum required for the 
payment of the interest, or to which he was entitled. 

When the drawing for the purposes of the amortisation took place, on 31st 
December 1870, 16,100 7. was required to pay off the bonds actually drawn, and 
which were held by the public; yet 75,000 /. was paid to Mr. Lefevre, being 
58,900 2. beyond what was required and should have been paid. The sum of 
58,900 J. thus paid over to Mr. Lefevre, was entered in the books of the trustees 
as “ commission.” 

The deed of 27th July 1871, to which Don Carlos Gutierrez, Henri Louis 
Bischoffsheim, Henry Raphael Bischoffsheim, C. Lefevre, and Messrs. Ford and 
Widdecombe were parties, contains the following clause :— 

“ The said Charles Lefevre shall be entitled to retain for his own use the 
“ amount of the interest from time to time payable on such of the said bonds as 
“ shall for the time being remain -in the hands of the trustees unissued, and the 
“ trustees shall cut off the coupons representing such interest from the said 
“ unissued bonds, and cancel the same. If any of the bonds for the time being 
‘‘ remaining in the hands or under the control of the trustees unissued shall 
“have been drawn for redemption, then the said Charles Lefevre skall be 
“ entitled to retain for his own use’so much of the funds in his hands as would 
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* otherwise have been applicable to the amortisation of the said drawn bonds, 
and the said trustees shall thereupon cancel the same and all coupons attached 
“ thereto.” 

Under the terms of this deed, the loans of 1869 and 1870 were dealt with ; 
and further payments of interest and sinking fund, in respect of bonds not 
issued to or paid for by Mr. Lefevre, continued to be made to him. 

Thus, in September 1871, and in March and September 1872, he received 
140,703 /. in excess of the sums required to pay the imterest and sinking fund 
on the issued portion of the loan of 1869; and in January and July 1872 he 
was paid 45,970/. for similar excess in relation to the loan of 1870. These 
two sums, amounting to 186,6731., have to be added to 229,895 1. taken prior 
to the deed of 27th July 1871, and a total of 416,568 /. is thus shown to 
have been paid to Mr. Lefevre, in respect of the interest and sinking fund on 
bonds he did not hold, and had not paid for. 

For the payments of the sums amounting to 229,895 /., which .were made 
before 27th July 1871, your Committee can find no excuse; the evidence 
discloses no authority for such payments being made. The deed of 27th July 
1871 is not retrospective in its terms, and does not purport to ratify any past 
payments. 

Although this deed does assume to authorise the payments made sub- 
sequently to its date, yet, in the opinion of your Committee, the whole sum of 
416,568 /.,so paid to Mr. Lefevre, has been diverted from the purposes for 
which the loan was issued, without any proper cause or justification. 

In tracing the disposal of the proceeds of the 1869 and 1870 loans, it must 
be remembered that your Committee had no evidence before them relating to the 
funds resulting from three-fifths of the loan of 1869; only two-fifths of the 
loan was realised in this country, the remainder was disposed of in Paris 
before August 1870, and no account. of the application of the funds resulting 
from, such portion of the loan could be obtained. 

The two-fifths of the 1869 loan, and the whole of the loan of 1870, pro- 
duced net 2,051,511 1.; out of this sum only 145,254 J. has been paid to the rail- 
way contractors; a sum of 923,184 /. would have been sufficient to discharge the 
interest and sinking fund in respect of the issued bonds of the three loans, yet 
the trustees, as has been above stated, paid to Mr. Lefevre 1,339,752 /., or 
416,568 l. beyond the sum so required to be paid upon the issued bonds of the 
loans. 

There was paid to him for commissions (apart from expenses) on the three 
loans, out of the above proceeds, the sum of 216,852/. These two sums, 
amounting to 633,420 /., have thus been received by Mr. Lefevre, to his own 
use, out of the net proceeds of a portion of the loan of 1869 and that of 1870. 

He also received, out of the same proceeds, 41,0901., being the difference 
between 370,000 /. cash paid to him by the trustees and 328,910./. scrip returned 
by him to them. ‘This 41,090/. probably represents the premiums paid on the 
purchase of the scrip before or immediately after the allotment of the loan, and 
was certainly a misapplication of the proceeds of the loan. 

Mr. Lefevre was also paid, out of these proceeds, a further sum of 
57,318/., nearly the whole of which seems to be a payment in discharge of an 
allowance of 8 /. per bond in respect of the dealings in the 1867 loan. If these 
two sums, making 98,408 /., be added to the 633,420 1. received by Mr. Lefevre, 
it will he seen that out of the 2,051,511 /. in the hands of the trustees, the pro- 
duct of the above loans, 731, 828 I. was paid to Mr. Lefevre. 

In addition to this 731,828/., it will be remembered that Mr. Lefevre re- 
ceived 50,0000. “ to Slain foe credit of Honduras,” 

He also, on the 18th of June 1872, obtained 173,570 /. by delivering to the 
trustees as above mentioned 5,042 bonds of the 1870 loan, at 75 /. per bond, and 
33,000 bonds of the 1869 loan, at 104 francs per bond, and retaking them at 
the same time from the trustees at 50 /. and 104 francs per bond respectively. 

Mr. Lefevre had contracted to pay for these bonds, and they had been issued 
to him at the prices of 75/. and 140 francs respectively, and the remission in 
the price therefore amounted toa gift to him of 173,570/. By adding this 
gift of 173,570 /. and the above-mentioned 50,000 /.to the sum of 731,828 1, 
it will be seen that out of this portion of the loan of 1869, and the loan of 
1870, Mr. Lefevre has received in cash, or by the remission of his contracts, 
955,398 1. 
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Of the remainder of the proceeds of these loans, the Honduras Government 
received 58,930 /.; the trustees were paid 16,374 /.; the engineer, 6,675 ., and 
the expenses of the loan amounted to 30,1127. Messrs. Bischoffsheim & 
Goldschmidt received 47,000 /. for what purpose is not shown, out of which they 
returned 23,701 /., and asum of 10,000 /. for commission; 6,000 J. was ex- 
pended in the purchase of federal stock. These sums account for all the monies 
received by Messrs. Davids and Barnes, and Ford and Widdecombe, on account 
of the two loans, with the exception of 103,852/. paid over to the new trustees 
in October 1872. The principal portion of this sum of 103,852 /. appears 
to have been expended in payment of the interest due on the 1869 Loan in 
March 1873, and 4,000 /. of it forms a portion of the 145,254 /. paid as above 
stated to the railway contractors. 

Your Committee have thus endeavoured to show the amount of moneys 
which has been received on the part of the Honduras Government and its agents 
and has to some extent rendered apparent the manner in which those moneys have 
been disposed of. It will be observed that the object of raising these loans was 
always stated to be the construction of a railway across the Republic of Honduras 
from the Atlantic to the Pacific; thus :— , 

The 1867 Loan was announced as being contracted “to be applied towards 
“ the construction of an Inter-Oceanic Railway,” &c. 

The Paris Loan of 1869 was “ to be exclusively devoted to the completion of 
“ the line already in process of construction.” 

The Loan of 1870 was “raised to complete the Inter-Oceanice Railway, and 
“< to place the line from sea to sea in thorough and efficient working order.” 


In accordance with these announcements, three contracts were entered 
into between the representatives of the Government of Honduras and Messrs. 
M‘Candlish & Waring. By the first contract, dated 25th October 1867, which 
was entered into in connection with the issue of the Loan of 1867, 500,000 J. 
was to be paid for the construction of the first section of the railway (53 miles) 
from Puerto Caballos, on the Atlantic, to Santiago. 

By the second contract, made subsequently to the issue of the Paris Loan 
of 1869 (17th March 1870), a sum which, after allowing some uncertain deduc- 
tions appears to amount to 930,000 /., was to be paid for the making of the line 
from Santiago to Comayagua (81 miles). By the third contract (10th June 
1870), 800,000 7. was to be paid for the construction of the third section from 
Comayagua to the Bay of Fonseca on the Pacific (92 miles). By the agreement 


2nd Agreement of of 17th June 1870, it was provided that 800,000/. should be applied to discharge 
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the liability under this third contract. 

The total sum therefore contracted and required to be paid for the railway 
amounted to 2,230,000/.; but the payments to the contractors have amounted 
to only 689,745/., leaving 1,540,255 /. unpaid. The following summary shows 
from what source these payments have been made :— 


} 
| 


£ £ Deficiency. 
First Contract (to be paid from 1867 Loan) - -| - - 500,000 
Payments made out of funds of that Loan, in cash 
and bonds - ~ - - - . - 446,048 
Payments from proceeds of 1869 and 1870 Loans 26,465 i 
| 472,518 io 
Deficiency on First Contract - - - 27,487 
Seconp Contract Ue oe - - - - 930,000 
Turrp Contract - - - - - - - 800,000 
. 1,730,000 
Payments from funds of 1869 and 1870 Loans - - - - 217,232 
Deficiency on Second and Third Contracts - - -| 1,512,768 
Torau Dericiency - - - £-| 1,540,255 


Of the sums, amounting to 243,697 1., paid out of the 1869 and 1870 Loans, 61,731 1. cer- 
tainly, and 36,7121, probably, came out of the proceeds of the 1869 Loan. £.141,254 from 
proceeds of the 1870 Loan and the “mixed fund,” and 4,000 /. was paid by the last trustees after 


16th October 1872. ; 
The 


ON LOANS TO FOREIGN STATES. XXi 


The portion of the proceeds of the 1867 Loan, devoted to the construction of 
the railway under the deed of 30th June 1868, viz., 500,000 /., has to the extent 
of 446,048 1. been duly paid to the contractors. The great default occurs in 
relation to the loans of 1869 and 1870. To meet the liability under the 
railway contracts entered into in connection with these loans, amounting to 
1,730,000 7., only 217,2327. has been applied out of the funds resulting from 
them. 

The defaults in the payments under these contracts appear to have com- 
menced in October 1870. Urgent demands were made from time to time by 
Messrs. Waring, but the contracts were not fulfilled, and in consequence of 
such non-payments, the works were suspended on 15th May 1872. At that 
time the first section of the railway from Puerto Caballos to Santiago was 
opened for traffic, and was nearly paying its working expenses; it is, however, 
now closed and abandoned. But little progress was made with the works on 
the second and third sections. 

Your Committee desire to call attention to the fact that in the prospectuses 
of the loans of 1867 and 1870,the public were informed that the funds of the 
loans would be paid into the hands of trustees, “in order to pay the railway con- 
“tractor the instalments on his contract.” 

The prospectus of the 1869 Loan stated that “a commission has been 
“ appointed to superintend the employment of the loan, which is to be exclu- 
“ sively devoted to the completion of the line already in process of construction.” 

The protection apparently thus afforded to the public was of no value. In 
relation to the 1867 Loan, the agreement of 25th October 1867 stated that there 
were to be three trustees, the presidency of whom should belong by right to 
the representative of the Honduras Government in London, and of whom the 
other two members should be chosen by the said representative from a list which 
should be presented by Messrs. Bischoffsheim & Goldschmidt, if they so desire. 
In case of new trustees being appointed, one of them should always be a member 
of the house of Messrs. Bischoffsheim & Goldschmidt, if they so desired. 

In pursuance of this latter power two trustees were appointed on 15th July 
1869, one of whom, Mr. Davids, was a clerk of Messrs. Bischoffsheim & Gold- 
schmidt, and the second, Mr. Barnes, a clerk in the house of Messrs. Waring, 
the contractors for the railway. Mr. Davids view of his position was that he was 
trustee for Don Carlos Gutierrez and Mr. Lefevre. Mr. Barnes having died in 
March 1871, Mr. Davids acted as sole trustee in relation to the funds of all 
thé loans until 5th August 1871, when Mr. Ford, an accountant, and Mr. 
Widdecombe, a clerk in the office of Mr. Sharp, Messrs. Bischoffsheim & 
Goldschmidt’s solicitor, commenced to act as trustees upon the terms con- 
tained in the deed of 27th July 1871. According to the terms of this deed 
they were to receive 2,000/. per annum each, and their salary was to com- 
mence from 25th March preceding. All their expenses were to be paid out 
of the proceeds of the loan. When new trustees were appointed, in October 
1872, Messrs. Ford & Widdecombe still continued to receive a salary of 150 7. 
monthly until April 1873. In October 1872, when the whole funds were 
nearly expended, Don Carlos Gutierrez expressly authorised them to take 1,5004¢. 
each out of the proceeds of the loan. They thus received 4,500 /. each for 
fourteen months’ service, during which period one of them, Mr. Widdecombe, 
remained in the employment of Mr.Sharp. These trustees seem to have implicitly 
obeyed the directions of Don Carlos Gutierrez, and, in pursuance of such direc- 
tions, to have dealt with the funds and bonds of the loan without regard to the 
terms of the trust deeds. Your Committee desire to observe that the excessive 
payments and present to Messrs. Ford and Widdecombe were made at a time 
when the funds of the loan were being extensively diverted from the purposes 
for which they had been professedly raised. 


ProposEep Suip RArbway LOAN. 


In November 1871, the Honduras Government, “which was fully aware of 
“all the mischances met with in the previous loans,” determined upon issuing 
a fourth loan for the alleged purpose of converting the partially constructed 
line into a railway for carrying ships of large burden, with their cargoes, 
across Honduras. 

The “Historical Account” placed before your Committee by Don Carlos 
yess al | states that ‘‘ the Minister in London (Don Carlos Gutierrez) distrusted 
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“ the success of the operation, not only on account of the difficulties which he 
** supposed there would be in effecting it, but also on account of the enormous sum 
‘“‘ which it was necessary to ask from the public for the purpose, and on feat 
‘of the sad lesson taught by the previous attempts. 

“ But the Minister in London could not take upon himself the responsibility of 
“‘ opposing what was proposed by the eminent engineers who were in ‘the service 
“ of Honduras, and the contractors for the loans; above all, when the latter 
“ declared that it was impossible to finish the line, or to go on paying the divi- 
‘« dends of the interest on the loans; and, besides, the Government had already 
“accepted the project and sent powers, orders, and imstructions for the 
‘* purpose. 

“ The Minister in London tried all he could, consistently with his official 
“ character, to oppose the project, but it was in vain... The trustees, the engi- 
** neers, the contractors for the loans, Mr. Sharp, the legal adviser of the firm 
“¢ of Bischoffsheim, affirmed that it was an absolute necessity, and the only means 
‘of attaining a yood result, to propose to the public the conversion of the line 
“‘ into a ship railway, and to solicit as aloan the’sum necessary for it.” 

It seems doubtful whether any one seriously imtended to attempt the 
construction of the ship railway. The contractors for the railway works do not 
appear to have been consulted on the subject, and the “ Historical Account,” 
sayS— 

x When the project for converting the line pistes a ship railway was laid 
‘‘ before the public, it was hoped that the idea would be sufficiently supported 
‘‘ to afford means for finishing provisionally the line already begun; and after- 
* wards, according as the enthusiasm of the public was displayed, to. go on with 
“the works for converting the line into a ship railway, or to abandon the 

“« project.” 

In March 1872 an agreement appears to have been entered into between 
Don Carlos Gutierrez and Mr. Lefevre, in pursuance of which Mr. Lefevre 
received credit in his general account for 750,000/., under the head of 
“ Honduras Ship Railway Loan, Expenditure Account.” This ‘credit was so 
entered in the trustees books without any money having’been ipaid by Mr. 
Lefevre; as against it large amounts in cash and bonds were handed to him. 
This sum of 750,000/. was afterwards written back in the books, leaving a 
balance due from Mr. Lefevre at the end of May 1872 of 562,9837, in respect 
of the cash and bonds so received by him as against the above credit. 

This balance of 562,983 /. was discharged by the credit given to Mr. Lefevre 
under the head of Stock Discount Account as above stated; by his making 
payments on account of the interests and sinking funds of the sapere 
and by his paying in cash 100,365 /. to the trustees. 

The above agreement of March 1872 was ‘stated by Mr. Ford to be in the 
possession of the Honduras Minister, but was not produced by him. 

On 22nd May 1872, the prospectus was issued by Don Carlos Gutierrez, 
inviting the public to subscribe to a loan amounting ‘to 15,000,000 /., for the 
purpose of making a railway across Honduras. which should convey ships with 
their cargoes from the Atlantic to the Pacific. That prospectus, quoting from 
a report of Mr. James Brunlees, concurredin by Mr. Edward Woods, stated that, 
“ according to the official report presented to both Houses of Parliament by Her 
‘“‘ Majesty’s Government, and other statistics, the total tonnage annually cleared 
“ for shipment round Cape Horn.” amouuted to 54 milhons of tons, 16 millions 
of which was to and from Great Britain. Applications for the loan were to be 
made to the Honduras Government Financial Agency. The name of no banker 
or contractor appeared in the prospectus. 

On 23rd May 1872, the Council of Foreign Bondholders wrote to Don 
Carlos Gutierrez remonstrating against the issue of the loan, and pointing out the 
absence of the name of any banker or contractor, or any one personally respon- 
sible to the law of the country “for any commercial act.” 

On 24th May, the Minister replied in detail to these remonstranees, and stated 
that the bonds would be countersigned by Messrs. Bischoffsheim & Goldschmidt. 

In the “ Economist ” newspaper, bearing date 25th May, an article appeared 
attacking the project, and stating, amongst other things, that the actual 
tonnage going round Cape Horn cleared to and from the United Kingdom 
amounted to 1,722,347 tons, instead of 16,000,000, as stated in the prospectus. 

On 25th May, the following letter appeared in the “‘ Times” newspaper : 

“ Honduras 


ON LOANS TO FORETGN STATES. Xxili 


“Honduras: Government. Financial Agency, 8, Moorgate-street, May 25th. 
‘¢ Sir,—The response.of the public to the prospectus issued by my Government, 
“asking subscriptions to the loan for the projected ship railway across Central 
“ America, not being. in my opinion, sufficient to justify the continuance of the 
“receipt of applications; I have deemed it consistent with the views and motives 
“of my Government to withdraw the same for the present, and wait a more 
“ favourable opportunity. The applications already received will not be accepted, 

“ but will forthwith be cancelled. Iam, &c., Carlos Gutierrez.” 

Between the issuing of the prospectus, and the withdrawal of the scheme, it was 
stated in several London daily newspapers that the scrip had been largely 
dealt in at premiums varying between 15 and 1§ths. 

The operatiun of issuing the loan is stated in the ‘ Historical Account” to 
have been conducted by- Messrs. Bischoffsheim & Goldschmidt, in concurrence 
with Mr. Lefevre, and the legal adviser of Mr. Bischoffsheim, Mr. Sharp, who was 
“the solicitor who prepared and drew up all the contracts necessary for the 
“purpose.” 

The failure of the Ship Railway Scheme caused a sudden fall in the price of the 
stocks of the Honduras Loans in June and July 1872, whereupon several letters 
were written to Don Carlos Gutierrez, by holders of bonds, inquiring if the 
funds were in hand to meet the sinking fund falling due on 31st December 1872, 
and the interest which would become payable on Ist January 1873. 

Replies were sent to such letters written on paper bearing the official stamp 
of the Honduras Legation, purporting to be signed on behalf of the Minister 
or of the Secretary of Legation. These answers stated that the Honduras 
Government had the funds in hand to make those payments. They have, how- 
ever, never been made. 

These replies have since been repudiated on behalf of Minister, and are 
stated to have been written without his authority. No explanation, however, 
has been given how letters addressed to the Minister remained unanswered by 
him, and were in several instances replied to by some one who had no authority 
to do. so. 


Prorosep SEconD FrRENcH Loan. 


On the Ist July 1872 the last payments of interest and sinking fund on the 
loans of 1867 and 1870 were made. 

It was now known to those who had charge of the loans that “the trustees 
“had not sufficient funds either in ready money or bonds for sale to meet the 
“ payments becoming due on Ist January 1873.” 

The. railway works were suspended, ‘and the railway contracts rescinded. 
The Ship Railway Scheme had been tried, and failed. The ** Historical Account,” 
speaking of the autumn of 1872, states, “the trustees had resigned ; the commercial 
“ house of Mr. Charles Lefevre bad closed, and its principal \ was gone to I'rance; 
“a new Committee of trustees had been appointed, comprising Messrs. G. B. 
“ Kerferd, Edward Haslewood, and Captain Bedford Pim. The bonds of the 
“Honduras Loan. had sunk until they were quoted from 20 to 25 per cent., and 
“the Loan contract brought over by M. Adolphe Herran had been repudiated 
“by Messrs. Dreyfus, Scheyer & Co. of Paris. 

“All hope having vanished of obtaining instructions from the Government 
“in sufficient time to make them effective, Captain Bedford Pim acting provi- 
* sionally as Commissioner of the Gov ee indit of Honduras, and ‘tie trustee, 
“ Mr. G. B. Kerferd, both authorised by the Minister in London, determined 
“‘ to try another Loan which was to be asked for in Paris.” 

“To inspire confidence in the money market of France with regard to 
“this operation, the payment was announced of the interest of the 1869 Loan, 
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“which became due on the Ist of April, for which purpose the necessary funds, , 


“were deposited, derived from the bonds which remained in the possession of 
“the trustees in London. There was now nothing left to pay the interest and 
“redemption of the English loans which fell tie in January, and they could 
“only be met in case the new loan attempted at Paris should turn out suc- 

“Scesruh. 

In December 1872, in pursuance of an authority from Don Carlos Gutierrez, 
Captain Bedford Pim made arrangements for issuing a loan of 2,000, 0001 
in Paris. 
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Upon the appearance of the prospectus, M. Herran, the Honduras Minister in 
Paris, protested to the French Minister for Foreign Affairs, against the issue 
of the loan, stating that he had not received any instructions from his Govern- 
ment on the subject: thereupon the Minister of Foreign Affairs made a com- 
munication to the Minister of Justice, who caused Captain Pim to be arrested, 


but after forty-six hours he was released. 
The attempt to issue this loan was then abandoned. 


The following Table shows the present indebtedness and liability of Honduras 
in respect of the Luans of 1867, 1869, and 1870. 


A countiog Interest in Present Total ig nee oe Sums paid 
LOAN. ‘Arrear Indebtedness in ‘ re paya Sie £ to 
Ratan Roan 4 respect of Principal . fe pane ¥ 10F | Contractors for 
July 1875. and Interest. aeons * Years. Railway. 
tanh £i ni La £. 
_Jee7 "5 SUC 1,000,000 270,210 1,270,210 130,000 446,048 
1869 - - 2,490,108 287,204 2,777,312 240,700 243.697 
1870 «1, * 2,500,000 672,750 3,172,750 325,000 aa 
5,990,108 | 1,230,164 7,220,272 695,700 689,745 
Less Bonds paid off or cancelled - - 692,879 
Present total indebtedness of Honduras, } 
‘ . : | * 
in respect of the three Joans and interest ia DP RLsPRP 


* Some small deduction is to be made on account of the bonds delivered to the last Trustees, 
but the amount of such bonds remaining unissued and uncancelled could not be accurately ascer- 
tained. 


It will be seer that Honduras has thus become indebted in respect of prin- 
cipal in a sum of 5,990,108 /. (approximately), in return for which she has 
engaged to pay 695,700 /. annually, in periods varying from 15 to 17 years. 
The interest (apart from Sinkiag Fund) now in arrear amounts to 1,230,164 J. 
Bonds of the nominal value of 692,879/. have been paid off or cancelled, 
leaving 6,527,393 /. now due for principal and interest. In return for this 
liability, Honduras has secured an abandoned section of a line of railway 53 
miles in length, for which the contractors have received 689.745 1. 

The payments on account of interest and in discharge of the bonds drawr 
have been wholly made out of the proceeds of the loans. Honduras has not 
provided, and apparently has not attempted to provide, any funds for that 
purpose. — 

Your Committee have endeavoured, as far as possible, to avoid reporting 
their opinion upon the conduct of those who are subject to proceedings in 
the legal tribunals of the country. But they feel in relation to the repre- 
sentative of a foreign State who claims by virtue of his position the right to 
refuse to give evidence before them, and who is also protected from any legal 
proceedings in this country, that it is the duty of your Committee to record their 
view of the use he has made of his official position, and the effect of his conduct 
on the English public. 

Throughout the whole of the transactions connected with these loans Don 
Carlos Gutierrez has taken a most prominent part. He has sanctioned many 
acts which your Committee are compelled to disapprove. It is admitted in the 
“‘ Historical Account” that the Republic of Honduras, with but slight finan- 
cial resources, contracted througi his agency, or with his cognisance, loans to an 
extent far beyond any possibility of repayment. On behalf of his Government 
he entered into most censurable contracts. He sanctioned Stock Exchange 
dealings and speculations in the loans which no Minister should have sanctioned. 
He was a party to the purchase of the mahogany cargoes, and permitted the public 
to be misled by the announcements in relation to them. By express contract 
he authorised “the additional drawings.” He assisted Mr. Lefevre to appro- 
priate tu himself large sums out of the proceeds of the loans to which he was not 
entitled. The “ Historical Account ” shows that when Don Carlos Gutierrez in- 

troduced 
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troduced the Ship Railway Loan for 15 millions sterling, he had no faith in the 
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undertaking, yet he entered into an agreement with Mr. Lefevre, in pursuance of App. p- 74. 


which the proceeds of the 1869 and 1870 Loans were to be diverted from the pur- 
pose for which they were professedly raised, and applied to furthering this scheme. 
And lastly, when he knew that the funds of the three loans had been exhausted, he 
authorised Captain Bedford Pim to attempt to issue a fourth loan for 2,000,0001., 
without any probability that the object for which it was professed to be issued 
would be accomplished. Your Committee have also to report that notwith- 
standing Don Carlos Gutierrez’s letter to Lord Derby of 24th February, herein- 
after referred to, in which he states that he should “ consider it a great 
honour to furnish the Committee of Inquiry with all the previous proceedings 
and information which may throw light upon and facilitate its investigation,” 
he not only declined to give evidence before your Committee, but withheld 
from them the numerous important documents in his possession, until their 
existence and custody were established by the witnesses who have been exa- 
mined. 

Your Committee have had great difficulty in obtaining evidence of the 
facts and documents relating to the Honduras Loans. The principals in the 
issuing of the Loans of 1867 and 1870 were Don Carlos Gutierrez, Mr. 
H.L. Bischoffsheim, and Mr. Lefevre. It was in their power to have given 
evidence which would have put your Committee in possession of much informa- 
tion they were desirous to obtain. 

Don Carlos Gutierrez having addressed the letter, dated 24th February 
1875, to Lord Derby, as Secretary of State for Foreign Affairs, in which, as 
above quoted, he stated, ‘‘that he should consider it a great honour to furnish 
“the Committee of Inquiry, to be appointed by the House, with all the previous 
“ proceedings and information which may throw light upon and facilitate its 
“ investigation,” the Chairman of your Committee wrote to him as follows :— 


Excellency, House of Commons, 18 March 1875. 
As Chairman of the Select Committee on Loans to Foreign States, I have to inform 
you that if it should be your Excellency’s wish to make any communication, verbal or 
oral, on the subject referred to them, they will be happy to receive it on Monday next, 
22nd March, at 12 o’clock, in Committee Room No. 17 of the House of Commons. <At 
the same time the Committee desire to convey to your Excellency that they entirely leave 
to your discretion whether you will honour them with any communication, or no, 


I have, &c. 
(signed) Robert Lowe, 
To His Excellency Don Carlos Gutierrez, Chairman. 
&e. &e. &e. 


To this letter the Honduras Minister replied as follows :— 


Cornwall House, Tufnel Park, London, 
Sir, ; 19 March 1875. 

Imave had the honour to receive the polite communication which you have been 
good enough to address to me as Chairman of the Select Committee of Foreign Loans, 
stating that if I wished to make any communication, verbal or oral, on the subject re- 
ferred to them, they would be happy to receive it on Monday next, 22nd March, at 12 
o'clock, in Committee Room No. 17 of the House of Commons. 

since Sir Henry James presented his motion to Parliament on the 23rd February, I 
have endeavoured, with all possible speed, to gather data in order to enlighten the Com- 
mittee in matters concerning Honduras and Costa Rica. J have, through the Earl of 
Derby, forwarded information respecting the only Costa Rica Loan contracted with 
Messrs. Bischoffsheim & Goldschmidt, in which I signed the contracts on behalf of the 
Government of Costa Rica; my intervention in the said contract ending with that act. 
With regard to the Honduras Loans contracted with Messrs. Bischoffshcim & Gold- 
schmidt, I have caused a general report, written in December last by order of the 
Honduras Government for their own use, to be translated into English. It would be 


utterly impossible for me to follow up the long thread of interminable inquiries into, , 


matters concerning Honduras, in which are mixed up in hopeless confusion the most 
heterogeneous data and contracts of a highly serious nature, together with the most 
triflmg incidents which have occurred in a period of seven years among hundreds of 
people, the impartial and thorough investigation of which would require several months, 
and a vast number of proofs and explanations which cannot be supplied toa Select Com- 
mittee within so brief a time, and in proportion to the incidents which have occurred in 
it, for | have no precedent before me to enable me to find out in what form I can furnish 
said explanations; also, I do not know how far I may be authorised to furnish them in 
my quality of Minister of an independent State; and, finally, I cannot find a precedent 
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in English legislation to inform me of how I must proceed to contradict statements 
made with a decided want of impartiality, according to which Iam most unaccountably 
mixed up in my private capacity with matters in which I intervened by order, and in 
representation of my Government, the only authority to which I have to render an 
account. 

I have had the honour to forward to the Committee 18 copies, not’ yet completed 
through pressure of time, of the pamphlet translated into English, and as soon as the 
edition, with the Appendices, be ready, I will hasten to send to the Committee a sufficient 
number of copies. 2 

The Secretary of this Legation was present yesterday, for the first time, at the meet- 
ing of the Select Committee. On Monday next he will atiend the meeting again, in order 
to give some explanations regarding various points which have been touched upon in yester- 
day’s meeting, and in the reports of others. As he is not familiar with the English 
language, he will make his statements in writing; should the Committee consent’ to 
receive them thus, and always preserving his diplomatic immunities. 

Allow me to add that I should consider it a great favour if you would kindly procure 
me a copy of the shorthand writer’s notes of the Committee’s proceedings. 

I have, sir, to express to you my most heartfelt thanks for the courteous and delicate 
communication you have done me the honour to addzess to me, as Chairman of the Select 
Committee, and I avail myself of this opportunity to present to you the assurances of my 
most distinguished consideration. 

I have, &c. 
~ (signed) Carlos Gutierrez, 
To the Right Hon. Robert Lowe, Esq., 
Chairman of Select Committee of Foreign Loans. 


No document or information of any kind in relation to the» Honduras 
Loans (except what is contained in the Historical Account) was furnished by 
Don Carlos Gutierrez until on the 14th day of the mquiry proof was given that 
he had certain important documents in is possession which he then caused’ to 
be forwarded to your Committee. 

Mr. Henry Louis Bischoffsheim, the representative of Messrs. Bischoff- 
sheim & Goldschmidt in London, was summoned to attend before your Com- 
mittee. He applied to be excused from being examined as a witness, on the . 
ground that a suit had been instituted against him in the Court of Chancery in 
relation to one of the Honduras Loans. It was also certified to your Committee 
that Mr. Bischoffsheim was suffering from severe indisposition. 

Your Committee resolved that the fact that litigation having relation 
to matters being inquired into before them was pending,’ did not excuse the 
non-attendance of a witness, or his refusal to give evidence, but in the exercise 
of their discretion they did not. enforce Mr. Bischoffsheim’s appearance. 

Your Committee, desiring to obtain the evidence of Mr. Lefevre, directed 
that he:should be summoned to appear ‘before them. It was found that he 
was resident in France, and therefore his attendance could not be enforced. 
On the 8th of April, when your Committee had examined 18 witnesses in 
relation to the Honduras Loans, a letter was received from Mr. Lefevre, in which 
he offered to attend and give evidence before your Commiitee upon condition 
that he should appear by counsel who was to be allowed to state his case before 
he was examined ; that he should be permitted to call any witness on his behalf 
whom he thought necessary, and that he should have the right of cross-examining 
all witnesses who had been called, or might be called before your Committee 
whose evidence affected him. 4 

Your Committee declined to allow a person to impose the terms upon 
which he would give evidence, and refused to place Mr. Lefevre ina different 
position to that occupied by the witnesses examined before them. | 

‘Apart from their determination upon this ground, it appeared to your 
Committee that the terms sought to be imposed were so unreasonable, that 
Mr. Lefevre must have anticipated that they would be refused. 

In consequence of these three principals in the transactions and dealings 
connected with the Honduras Loans not appearing before your Committee, the 
evidence in relation to them has been obtained with great difficulty, and by slow 
degrees. "haetie 
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THE SANTO DOMINGO LOAN. 


On the Ist of May 1869, the Government of Santo Domingo entered into an 
agreement with Mr. Edward Herzberg Hartmont, who also became the Consul 
‘General for that Republic in London. He contracted to provide a sum of 420,000/., 
of which 50,000 /. was to be paid on the day of the signing of the agreement, 
270,000 7. more during the last half of the year 1869. and 100,000 /. was to be 
retained by him as compensation for his “ outlays, risks, and commission.” He 
was authorised to fix the nominal amount of the loan to be issued in London. 
The Government on their part undertook to pay, for the interest and sinking 
fund of their debt, an annuity of 58,900 /., in half-yearly instalments for a period 
of 25 years, amounting to a total sum of 1,472,500/. 

By this agreement, the regular payment of the annuity was declared to be 
guaranteed by the entire assets of the State of Santo Domingo, its customs, its 
revenue, and its domains, the State having no other debt. As a_ special 
guarantee, the Government pledged the import and export duties of the ports 
of Santo Domingo and Puerto Plata, which were stated to amount annually 
to between 500,000 and 800,000 dollars (100,000/. to 160,000J.), and to be 
entirely free from any other charge. And as a supplementary guarantee, the 
Government further granted “to the bondholders of this loan, a first 
mertgage on the coal and other mines, and the forests belonging to the Go- 
vernment in the Peninsula of Samana, to east of Grand Estero, as also on the 
revenues accruing to the ‘Treasury from the export of guanos or guanitos from 
the island of Alto Velo. These undertakings have been conceded to Messrs. 
Hartment & Co. by special treaties, and one clause in these agreements specifies 
that all the duties and revenues due to the Santo Domingo Government on 
these undertakings, are to be paid directly into the hands of the contractors of 
the Joan, to be used in payment of the interest and sinking fund of such loan.” 
It was stated in evidence by Mr. Hartmont, that the expenses of opening up 
Samana would have been very heavy, and that it was on this account that so 
high an amount of commission was fixed as the sum of 100,0007. 

In July 1869. the prospectus of the loan was issued in London by Messrs. 
Peter Lawson & Co., acting for Mr. Hartmont. It was for a nominal sum of 
757,700 L., at. the issue price of 70 per cent., and bearing interest at the rate of 
6 per cent. <A sinking fund was to be provided, so as to pay off the whole loan 
in 25 years, by half-yearly drawings, tlie first to take place on the 15th of December 
1869. Ifthe whole loan had been taken up on these terms, it would have pro- 
duced, not 420,000 /., but 530,0007., and under the agreement Mr. Hartmont 
claims to be, and would have been, entitled to retain this sum of 110,060 /. in 
addition to his commission. 

The public were not informed in the prospectus that Mr. Hartmont was the 
original concessionaire of the guano on the island of Alto Velo, but a letter was 
appended bearing the signature of “ Peter Lawson & Co, Contractors for the 
Guano,” addressed to Mr. Hartmont, as Consul General, and giving an account 
of the personal investigations of a member of that firm into the deposits of 
guano. 

The loan was very badly received by the public, and. though several attempts 
_ were made in the summer of 1869 to form a syndicate for the purpose of placing 
it, they were unsuccessful, and in October 1869 the certificate to the Stock 
Exchange, signed by Peter Lawson & Son, stated that the amount of 178,700. 
(nominal value} enly had been dulyallotted to the public. But the evidence before 
your Committee seems to show that even of this sum 91,000 Z. (nominal value) 
was taken by Messrs. P. Lawson & Son themselves (at 55 per cent.), and only 
15,000./. (nominal value) was really subscribed for by the public at 70 per cent, 
As to the remainder, no explanation was given. 
» Upon this application the Committee of the Stock Exchange granted a 
partial quotation only, and in answer to a letter from the brokers to the loan, 
Messrs. P. Lawson & Son wrote on the 8th of November 1869 that, “in reply 
to your inquiry what is to be done with the balance of the Santo Domingo Loan, 
we beg to state that we are authorised to dispose of it to the public on the 
original terms, and any amount not placed by us with the public will be re- 
tained by the Government on its own account in the same manner as other 
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Governments are in the habit of dealing with similar cases.” Such an arrange- 
ment would not seem to be justified by the terms of the agreement, nor was 
there any evidence before your Committee that such authority was given by 
the Government. 

About December 1869 or January 1870, Mr. Sharp, the solicitor to Messrs. 
Peter Lawson & Son, applied to Messrs. Cazenove & Co., in their capacity 
of brokers to effect an arrangement for the disposal of about half a million 
(nominal value) of Santo Domingo Bonds. ‘They looked into the matter, 
several meetings were held at the office of Messrs. J.S. Morgan & Co., and 
negotiations for the purpose of accomplishing this object continued until the 
end of January. 

On the 19th January 1870 another application was made to the Committee 
of the Stock Exchange as follows :-— 


* London, 20, Bridge-row, Cannon-street, E.C., 
“* Gentlemen, 19 January 1870. 

“With reference to the former application for a quotation in the official list 
of the San Domingo Six per Cent. Government Loan, 1869, we beg to inform you 
that the total amount of 7 5757 00 J. has been disposed of, and we have, therefore, 
to reyuest that the quotation in the official list may be extended to the entire 
loan. 

« We are, &c. 
“To the Committee of the “ Peter Lawson & Son.” 
Stock Exchange.” . 


The rule of the Stock Exchange expressly requires that the certificate should 
state the amount “ allotted to the public,” and Mr. de Zoete, the Chairman of 
the Committee of the Stock Exchange, admitted that the words “ disposed of” 
do “not convey the impression of its having been allotted to the public in any 
ordinary way,” but evidently imply the existence of “a private contract.” It is 
difficult. therefore, to understand how the Committee of the Stock Exchange 
could accept the above certificate as a fulfilment of the requirement of their 
own rule, and grant without further information a quotation for the entire loan. 
[f any inquiry had been made into the circumstances, it would have been found 
that the balance of the loan was neither allotted to the public, nor even at 
that date disposed of, for the above negotiations commenced by Messrs. P. 
Cazenove & Co. did not result in a contract until the 31st of January 1870. 

Upon that day an agreement was entered into by which Messrs. Bischoff- 
sheim & Goldschmidt, and Messrs. J. 8S. Morgan & Co. (acting on their own 
behalf and on that of Messrs. C. Morrison, Julius Beer, and Morton, Rose & Co.) 
became the purchasers of the whole loan (less the 178,700 /. previously allotted) 
at the reduced price of 55 percent. This contract was subject to the condition 
that 100,000 7. was to be paid in cash on the 30th of April, and that on that 
payment being made, the purchasers might elect either to yee out the pur- 
chase or to rescind it. 

This agreement appears only to have been carried out to the extent of about 
100,0002. in cash, and the remainder of the bonds (except a few which were 
devoted to the payment of Messrs. Cazenove’s commission, and of law and 
other expenses) were disposed of to Mr. Hartmont, Messrs. Bischoffsheim & 
Goldschmidt, and Messrs. J. S. Morgan & Co., at an average price of 50 per 
cent., the total receipts in cash being stated by Mr. Hartmont as 372,009/. 
These bonds were afterwards sold to the public by Messrs. Bischoffsheim & 
Goldschmidt and by Mr. Hartmont. By these means the whole of the loan was 
placed in the hands of the public, with whom, with the exception of those 
bonds which have been drawn for redemption, it now remains. ‘The evidence 
before your Committee as to the price at which they were thus sold is imperfect. 
Mr. Hartmont stated that he himself sold bonds, chiefly in Germany, to the 
amount of 253,000 /. (nominal value) at an average price of 50. But it appears 
that between the months of February and May 1870, they were quoted upon the 
London Stock Exchange at prices varying from 64 to 71 per cent., and that the 
bonds which, during that period, passed through the hands of Messrs. Caze- 
nove & Co. as brokers, amounting to 70,0007. (nominal value), realised from 
70 to 71 per cent. Messrs. Bischoffsheim & Goldschmidt, either by themselves 
or in concert with Messrs. J. S. Morgan & Co., sold altogether 390,000. 
(nominal value). 

The 
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The only sum which the Government of Santo Domingo acknowledges that 
it has ever received is 38,000/., being the balance of the 50,0007. to be paid 
in May 1869, after deducting Mr. Hartmont’s proportion of the commission due 
to him. From Mr. Hartmont’s evidence it would appear that he claims to 
have paid the full sum of 50,0001. It is admitted on both sides that no other 
payment has been made. ) 


According to the statement made to your Committee by Colonel Mendez, 
the Chargé d’Affaires of the Republic, the only other tender ever made to the 
Government out of the proceeds of the loan was 2,000 /. in May 1870, increased 
in June to 10,000 /., besides about 1,0007. worth of arms, all of which were 
refused by the Government. Mr. Hartmont, however, alleges that in February 
1870 he personally tendered the sum of 211, 100 2. to the President of the 
Republic, but that it was not accepted on account of the negotiations then going 
on for the annexation of Santo Domingo to the United States of America. 
This amount was.arrived at as follows :— 


| £. 
Payment in advance, May REGO ie ine itseituaruieiy at yet WP ciey iene 50,000 
Retained for first year’s annuity - - - - -— = 58,900 
108,900 
Balance due to the Government - a s E 2 211,100 
| £. 320,000 


In July 1870, the Senate of the Republic of Santo Domingo passed a 
resolution altogether repudiating the loan. But there is no evidence before 
your Committee to show that this fact was communicated to the English public 
or to Mr. Hartmont, until September 1872, and during that interval Mr. Hartmont 
continued to discharge the duties of consul general for the Republic in London. 
The grounds of this repudiation were, first, that it was Mr. Hartmont’s dutyto have 
fixed only such a nominal amount for the loan as would, at the issue price of 70, 
have produced 420,000 /. This would have been 600,000/. (nominal value). But 
this contention was not borne out by the contract produced before your Com- 
mittee, and the Government of Santo Domingo was under no liability to pay any 
principal sum but only a fixed annuity for 25 vears. Secondly, it was urged 
by Colonel Mendez that the essential condition of the agreement of Ist May 
1869 was that the balance of 270,000 J. should be paid before 31st December 
1869, which has not been done. But the evidence before your Committee, 
though imperfect, seems to show that the Government of Santo Domingo didnot 
avail itself of the non-fulfilment of this condition, but continued to negotiate on 
the subject of the loan during the year 1870, nor was it alleged that any attempt 
to formally repudiate the loan was made until July of that year. However this 
may be, it is clear that the Republic found the loan an impediment to the 
scheme of annexation to the United States, and felt the improvidence ot a 
bargain by which in return for a sum of 320,000 /. they were to pay, in respeet 
of interest and sinking fund, annuities amounting to the total sum of 1,472,500 
or in other words more than 18 per cent. per annum for 25 years. 

Mr. Hartmont not having remitted the balance of the sum which he had 
contracted to pay to the Government before the end of 1869, does not appear 
to have been entitled, on the Ist of January 1870, to deduct from it the amount 
of the first years’ annuity, especially as one-half of it was not under any circum- 
stances due until the month of June. From the balance of 211,100/, with 
which he credits the Government at that time, he deducted the half-yearly 
annuities of 29,4501, payable during 1871 and 1872, having thus still in his 
possession in August 1872, when all authority was withdrawn from him, the 
sum of 93,0007. Against this, however, he claimed to set off certain alleged 
damage in respect of the Samana concession, though about. that time he stated 
his willingness to pay over this balance to the Council of Foreign Bondholders 
in London, if Colonel Mendez would confirm the loax. This not being done, 
he has retained it himself, and invested it in his business, ‘“ partly good “nvest- 
ments and partly bad investments,” and neither the Government nor the bond- 
holders have received any further sum out of the proceeds of the loan or 
otherwise. 
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In concluding their statement of facts relating to this Loan, your Committee 
think it desirable to call particular attention to the circumstances under which 
the quotation was obtained from and granted by the Committee of the Stock 
Exchange, to the improvident nature of the bargain made by, aud the bad 
faith of, the borrowing Government, and to the small proportion of the proceeds 
which it has actually received. In a tabular form the figures are as follows :— 


| 


Nominal | Amount Amount Total Amount — = in 4 
a in Cash contracted actually received to be paid in respect | _TeSpect oF Anterest ani 
Amount of the aa by the of Interest and Sinking H sees: Fund, other than 
Loan. | Government. Government. Fund, out of the Proceeds of 
the Loan. 
| 
£ £ | £. | £ | 
| 
if 38,000 | 
757,700 320,000 or 1,472,500 ‘Nothing. 


THE COSTA RICA LOAN, 1871. 


On the 5th May 1871 an agreement was made between Don Carlos Gutierrez, 
Minister and Special Commissioner of the Republic of Costa Rica, acting on 
behalf of his Government, and Messrs. Bischoftsheim & Goldschmidt, by which 
the Government guaranteed an annuity of 84,000 /., payable half-yearly during 
25 years, in return for a sum of 560,000 7. ‘The nominal amount of the loan 
tu be raised, and the time and manner of raising it, were left to the discretion 
of the contractors. 


The regular payment of this annuity was guaranteed by the entire reve-’ 
nues and assets of the State of Costa Rica, including its customs, and other 
duties and imposts, and all its other revenues and its domains. The holders of 
the bonds for this loan were declared to be entitled to a first lien on the above- 
mentioned objects, the State of Costa Rica having no other debts. Art. 9 of 
this agreement states :-— 


“To still more effectually assure the accomplishment of the engagements 
entered into by the Government of Costa Rica, the latter will pledge as a 
special guarantee the import and export duties accruing from the customs of 
the ports of Punta Arenas on the Pacific Ocean, and all the other ports and 
places where custom dues are or may be for the time being, levied or leviable 
within the Republic. f 

“ Art. 10. The Government declares that the revenues from the aforesaid 
custom-houses of the Republic amount annually to upwards of 406,899 dollars, 
equal to about 82,000 /. British sterling, and the Government declares, more- 
over, that the revenue from the custom-houses is entirely free from every 
charge. 

“* Art. 1J. With the view of assuring the prompt remittance of the annuity, 
the Government of Costa Rica hereby authorises the contractors to nominate an 
employée or receiver at each one of these custom-houses of the Republic. These 
receivers or employées shall countersign the receipts delivered by the receivers 
of customs, and collect the duties until they amount to the sum requisite for 
the payment of the annuity, and shali, if required by the contractors, hand 
these over to the British Consul for the time being, in the city of San José, in 
the said Republic, who will remit them to the contractors at their counting- 
house in London monthly; should the British consu! be unable or unwilling to 
undertake this office, it shall be confided to the nominee of the contractors on 
behalf of the bondholders; but the contractors will not ineur any personal 
responsibility, liability, or trust whatsoever; and the moneys received shall be 
at the risk of the Government until the same are paid to the contractors af 
their counting-house in London. Every receiver so appointed as aforesaid shall 
be deemed to be the agent of the Government, and not of the contractors or 
the bondholders. 

“Art. 12, 


ON LOANS TO FOREIGN STATES. xxxi 


“« Art. 12. The collection of these duties on account of the annuity shall com- 
mence on the Ist day of August next.” 

The loan was accordingly issued in two parts, each consisting of 500,000 . 
nominal amount, bearing 6 per cent. interest, and redeemable by a sinking fund 
of 2 per cent., the first drawings in respect of which were fixed in each case a 
month before the last instalment of the subscriptions to the loan became due. 
The first issue took place on the 8th of May 1871, and was at the price of 72 
per cent.; and, on the 20th of the same month, the certificate to the Stock 
Exchange stated that the whole amount of the issue had been applied for and 
allotted. 

In accordance with the 11th Article of the agreement, Messrs. Bischoffs- 
heim & Goldschmidt, in July 1871, appointed Mr. Edwin Corbett, Her 
Britannic Majesty's Chargé d’Affaires and Consu! General in Costa Rica, as 
their representative, and as the receiver of the Customs duties for the purposes 
of the loan. Mr. Corbett gave notice of his appointment to the Government 
of Costa Rica, and Don S. Gonzalez, the Minister of Finance, stated in a letter 
dated 15th September 1871, that the instalments of 3,500 /. due for the months 
of August and September had been paid into the Anglo-Costa Rican Bank at 
San José, as requested by Mr. Corbett. From the accounts furnished by Don 
Carlos Gutierrez it appears to your Committee that these sums were not derived 
from the Customs duties. 

The second issue was made on the 18th of October 1871, at the increased 
price of 74 per cent. The prospectus stated that ‘“ the representative of Her 
Britannic Majesty in Central America, in accordance with the conditions of the 
general bond of the former issue, is already in receipt of the Customs dues 
hypothecated to the first issue, and will take charge of those belonging to the 
present issue.” The certified copy of the prospectus containing the above 
statement was signed by Don Carlos Gutierrez and Messrs. Bischoffsheim & 
Goldschmidt. On the 30th of October Messrs. Bischoffsheirn & Goldschmidt 
certified to the Committee of the Stock Exchange that this part of the loan had 
also been fully applied for and allotted. 

Except these certificates of the contractors for the loan, your Committee 
have no evidence before them as to the circumstances attending the issues of 
this loan. It will be observed that the total amount which ought to have 
been received from the public by Messrs. Bischoffsheim & Goldschmidt, accord- 
ing to the terms of these prospectuses, is 730,000 2, from which the first half 
year’s interest of 3 per cent. would have to be deducted. According to the 
statement of accounts furnished by Don Carlos Gutierrez, bearing date the 
31st of May 1872, the Government of Costa Rica appears to have been duly 
credited with the sum of 560,000 /., which Messrs. Bischoffsheim & Goldschmidt 
had contracted to provide. Two letters also produced by him show that his 
conduct with reference to the issue of the loan, as well as that of Messrs. 
Bischoffsheim & Goldschmidt, met with the entire approval of the Government 
of Costa Rica. 

The monthly payments in respect of the annuity guaranteed by the 
Government to provide for the interest and sinking fund of the loan, appear 
from the accounts submitted to your Committee to have been made, until the 
month of March 1872, but according to the statement of Don Salvador Gonzalez 
to the Congress of Costa Rica, on the 3rd of June 1873, they were continued 
until October 1872. These sums also seem not to have been aerived from 
the Customs duties. Early in 1872 a dispute arose with Messrs. Bischoff- 
sheim & Goldschmidt, the reason for which was stated by Dun S. Gonzalez to 
be that Messrs. Bischoffsheim & Goldschmidt had transmitted no information 
of the drawings which ought to have taken place for the redemption of the 
loan. In consequence of this the monthly remittances were retained by the 


Government, and on Mr. Corbett making an application for their payment, his | 


request was categorically refused. The last payment of interest was on Ist May 
1874, but no remittance is shown to been made from Costa Rica since 1872 
in respect of the principal or interest of the debt. 


bo 
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THE COSTA RICA LOAN, 1872. 


The loan of 1872 came out under different auspices. On the 2nd of 
May, Don Manuel Alvarado, specially commissioned by the Government, entered 
into an agreement for the purpose of effecting a loan. It was contained in three 
deeds of even date, Messrs. Knowles & Foster being parties to the first or 
principal contract, and the house of Messrs. Emile Erlanger & Co. to the 
others. The effect of the first contract was, that Messrs. Knowles & Foster 
were authorised to issue a loan for the nominal amount of 2,400,0001., at the 
price of 82, bearing 7 per cent. interest, and redeemable by an accumulative 
sinking fund of 1 per cent., so that to pay off interest and principal the Govern- 
ment undertook to pay, for 31 years, an annuity of 192,000/. 

As a special hypothecation “over and above the seneral revenues of the 
Republic and its good faith,” the Government pledged to the regular payment 
of interest and redemption of the loan— (1.) The net proceeds of the mono- 
poly of alcoholic liquors; (2.) The net proceeds of the tobacco monopoly ; 
(3.) The tax on coffee; (4.) The net proceeds of the railway.” And by Art. 5, 
“in order to give further efficacy to the special guarantees affecting this loan, 
the Republic, in case of default of the punctual remittance of any one of the half- 
vearly payments for the interest and redemption, concedes to the holders of the 
bonds of the loan the right of appointing one or more agents, who shall receive 
directly from the fiscal agents of the Republic the proceeds of the different 
branches of the revenue, which, in conformity with this Article, are affected to 
the guarantee, and should the receipts from these sources not be sufficient, they 
shall have the power to take the administration of the railway, and to receive 
the net proceeds thereof, up to the amount necessary for the payment of the 
interest due and bonds drawn, as also to cover all expenses incurred by the said 
agent or agents of the bondholders.” 

By the second contract, Messrs. Erlanger & Co. bound themselves to take 
‘‘firm” the sum of 800,000/. nominal value, or so much of that amount as 
should not be taken by the public; that is to say, they were to form a Syndicate 
to guarantee the placing of a third part of the entire loan. 

Article 3 of this contract states :—‘‘ Messrs. Emile Erlanger & Co. will have 
the right to purchase for account of the Republic, if they find it necessary for 
the success of the !oan, up to the sum of 100,000 /. sterling nominal of the loan 
already issued by the Republic in London, and to take the funds necessary for 
these purchases from those belonging to the Republic which may be realised 
in virtue of the present contract. This advance shall continue up to the time 
when Messrs. Emile Erlanger shall think it opportune to resell, for account of 
the Republic, the bonds purchased. But if the public subscription does not 
exceed the sum of 1,000,000 /. sterling nominal, Messrs. Emile Erlanger & Co. 
bind themselves to advance to the Republic in account current the money 
necessary for the purchases so made, up to the amount of 75 per cent. of the 
amount they may have paid. 

“ Article 4. To secure as much as possible the success of the subscription to 
the loan, the Republic of Costa Rica authorises and gives power to Messrs. 
Emile Erlanger & Co. to purchase on the London market, for account of the 
Republic, such an amount of the new loan as they may think necessary for the 
success of the operation. The Republic, however, will not have to pay any 
premium or excess over the issue price on these purchases ; the premium which 
may have been paid, will on the contrary be at the charge of Messrs. Emile 
Erlanger & Co, . . . Messrs. E. Erlanger & Co., however, will not have the 
right to make such purchase for account of the Republic after 30 days from the 
allotment of the loan.” 

In the negotiations which took place previously to these contracts being 
entered into, Messrs. Knowles & Foster stipulated for a commission of 1 per 
cent., and insisted that if they were to have anything to do with the business, 
the total charge to the Government should not be made too onerous. According 
to Mr. Foster’s statement, with which, however, Baron Erlanger did not agree, “an 
honourable understanding ” was come to that the total charge to the borrowing 
Government should not exceed 7 per cent. This would amount to 168,000 am 
and it was agreed that 1 per cent. was to go to Messrs. Knowles & Foster, 
40,000 . (being 5 per cent. on the 800,000 /. guaranteed) to the Syndicate, atm 

the 
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the balance of 105,000 /. to Messrs. Erlanger & Co. and those associated with 
them, to defray the general expenses connected with the issue of the loan. Ac- 
cordingly, Art. 6 of the second contract states that, ‘““except the deduction 
spoken of in the preceding articles ” (of 7 per cent.) ‘‘no other charge for com- 
mission and expenses can be made on the bonds subscribed or not subscribed 
by the public.” Yet on the same day a third and secret contract was entered into 
between Don Manuel Alvarado and Messrs. Emile Erlanger & Co., which was 
concealed from Messrs. Knowles & Foster. It was as follows :-—“‘ By deroga- 
tion from Article 6 of the contract of this day ” (alluded to in this Report as 
the second contract), “ and in addition to the conditions stipulated in Article 5, 
a margin of 4 per cent, is allowed to Messrs. Erlanger & Co. for all adverse 
operations which will be undertaken on the market against the present loan; 
they, therefore, shall be at liberty to deduct this 4 per cent., namely, 96,000 /. 
sterling, in addition to the other deductions mentioned in the contract of this day.” 

The Syndicate formed by Messrs. Emile Erlanger & Co. to guarantee the 
placing of 800,000/. (nominal value) of the loan consisted of 41 firms or 
persons, who subscribed for amounts varying from 10,000 /. to 75,000 /. 

The prospectus issued by Messrs. Knowles & Foster duly announced a 
7 per cent. loan of 2,400,000 J. (nominal value), with an annual sinking fund 
of 1 per cent., the drawings to take place half-yearly, commencing in September 
1872. The price of issue was 82 per cent., but of this sum only 45 per cent. 
was to be paid up by the subscribers before the date fixed for the first drawing. 
A memorandum, signed by Don’Manuel Alvarado, was appended to the pro- 
spectus, giving particulars of the securities specially hypothecated, which were 
stated to produce an annual amount of 257,000/., and these figures were 
declared to be “not mere estimated amounts, but the realised results of the 
income derived in 1871 from the sources specified.” Estimates were also given 
of the amount of coffee produced in Costa Rica on an area of 460,000 acres, 
and of the number of tons annually exported from that country. The objects 
of the loan were expressed to be to carry out certain industrial works, and 
specially to provide the necessary funds for the completion of the railway tu 
Port Limon, on the Atlantic, “to which the previous loan had been already 
for the greater part applied.” From Mr. Foster's statement to your Com- 
mittee, it is clear that his firm took very little pains to verify the facts con- 
tained in this memorandum before issuing it to the public, but relied upon 
Don Manue! Alvarado’s statement. 

‘The prospectus was issued on the 3rd of May, and the allotment took place 
on the 9th. Applications were made to Messrs. Knowles & Foster to the amount 
of 2,098,350 /. (nominal value), and their certificate to the Stock Exchange on 
the 22nd stated that the total sum allotted was 2,089,000 7. (nominal value) on 
which 15 per cent. was paid. On the same day a protest was sent to the Com- 
mittee of the Stock Exchange by Messrs. Bischoffsheim & Goldschmidt against 
the grant ofa settlement and official quotation for the new loan, alleging that 
the Government of Costa Rica had not fulfilled the conditions of its contract 
for tle loan of 1871, and enclosing a copy of their correspondence with that 
Government. In reply to inquiries from the Committee of the Stock Exchange, 
Messrs. Bischoffsheim & Goldschmidt further stated, on the 31st of May, that 
Mr. Corbett’s appointment “had been accepted by the Government, and 
acted on by remittances being made through him up to a certain period, that 
these remittances through him ceased, and that no remittances whatever have 
come by the three last mails, making two instalments in arrear. Thus the con- 
tracts of the Government of Costa Rica remain unfulfilled: (a) in respect of the 
non-payment of the Custom dues in Costa Rica to the receiver duly appointed 
and recognised by the Government ; (6) by the non-payment otherwise of the 
overdue instalments for the service of the Loan.” Your Committee have been 
unable to obtain any explanation of these irregularities, but the Committee of 
the Stock Exchange granted the settlement and official quotation for the loan 
of 1872, having received what they considered satisfactory explanations. 

Baron Erlanger stated to your Committee that the contract between his 
firm and the Government, previously described as the second contract, was 
shown to Messrs. Knowles & Foster. This was not admitted hy Mr. Foster, but 
Messrs. Knowles & Foster were aware that Messrs. Erlanger & Co. were autho- 
rised, under certain circumstances, to make re-purchases on behalf of the Govern- 
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ment. They state that they felt very great surprise when, on the 10th 
June 1872, they were informed that between the issuing of the prospectus 
and the day of allotment, that is, within six days, Messrs. Erlanger & Co. 
had bought back, on behalf of the Government, no less an amount than 
1,426,500 /. (nominal value). Mr. Foster expresses the opinion that “ if it had 
been necessary to have bought up to anything like such an amount as was 
bought, the loan ought never to have been issued.” So little concert existed 
between Messrs. Erlanger & Co., and Messrs. Knowles & Foster, that the latter 
continued to buy on their own account, with the view of arresting the deprecia- 
tion of the stock, until they found that they were purchasing bonds which were 
being sold by Messrs. Erlanger & Co. In consequence of these purchases, the 
result of Messrs. Knowles and Foster’s connection with the loan has been, 
according to their statement, a loss of 20,000 U., after receiving all the commis- 
sion due to them. 

Under this power of re-purchase given by the second contract, Messrs. 
Erlanger & Co., between the 3rd and 9th of May, bought from 70,0007. to 
100,000 ¢. (nominal value) of the loan of 1871, and 1,600;000 7. (nominal 
value) of that of 1872, of which about 200,000 /. was re-sold within the same 
period. The effect of these purchases would obviously be to keep the loan at 
a~fictitious premium, and to encourage applications from the public. Baron 
Erlanger, who justified such a transaction as necessary, spoke of it as very 
common, and as not exceeding in the amount of the re-purchase other cases 
within his own experience. But independently of the character of the purchase 
itself, your Committee would point out that Messrs. Erlanger & Co. permitted 
Messrs. Knowles & Foster to sign a certificate that two millions of the loan 
had been unconditionally applied for by and allotted to the public, when three- 
fourths of that amount was really in the hands of Messrs. Erlanger. 


The result cf these transactions was as follows :— 


| ow pris 
Bonds allotted on 9th May, by Knowles & Foster - - - 2,089,000 
Bonds re-purchased before that date, by Erlanger & Co. - 1,426,500 
£. | 662,500 


So that the whole amount of the bonds remaining inthe hands of the public was 

only 662,500 /., and the Syndicate were bound to make good their guarantee of 
800,000 7., and to take bonds to the value of 137,500 /. (nominal value). Adding 

these to the amount previously allotted, it will be seen that the total stock issued 

by Messrs. Knowles & Foster amounted to 2,226,500/. (nominal value), the 

gross proceeds of which were-stated by them to be 1,822,9507. From this 

they were entitled by their contract to retain the commission due to themselves 

and to the Syndicate, and to deduct the first three half-yearly portions of the 

annuity guaranteed by the Government of Costa Rica. The balance which 

was stated by Messrs. Knowles & Foster as 1,576,240/., and by Baron Erlanger | 
as 1,588,883 /., appears to have been duly paid over by them to the bankers 

of the Government, Messrs. Erlanger & Co. 

Further monies were received by Messrs. Erlanger & Co. under two sub-’ 
sequent contracts with the Government of Costa Rica. On the 18th of No- 
vember 1872, M. Crisanto Medina, on behalf of that Government, in order to 
provide for its pressing pecuniary wants, agreed (amongst other things) to sell 
to Messrs. Erlanger & Co. bonds to the amount of 400,000 /. (nominal value) at 
the price of 67 per cent., less the coupon. overdue, that is at 633 per 
cent. This arrangement was subsequently carried out, and the Government 
was duly credited with the proceeds, amounting to 254,000 7. The proceeds of 
these sales being absorbed, the remainder of the bonds then unsold were, by 
another contract made in or about April 1873, deposited with Messrs. Erlanger 
& Co. as security for an advance of 150,000 l. cash, for which the Government 
undertook to pay interest at the rate of 6 per cent. per annum, and a com- 
mission of 23 per cent. If this sum was not repaid before the 30th July 1873, 
Messrs. Erlanger & Co. were entitled to sell at the market price so many of the 
bonds as might be necessary to repay the amount due to them. Under this 
agreement, bonds to the amount of 178,600 /. (nominal value) were sold, which 
realised, aceording to the accounts produced to your Committee, the sum of 

92,246 L. 
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92,246 /. The total sum received in cash by Messrs. Erlanger & Co. on account 
of the loan of 1872, was therefore, according to their accounts— 
| 


By received from Messrs. Knowles & Foster - - - - | 1,588,883 
By bonds sold under November agreement - - - - | 254,000 
2 April » = eter ity typ 989246 

By coupons cashed, and cashed drawn bonds - - 4 > 68,568 
£. | 2,003,697 


The accounts furnished by Messrs. Erlanger & Co. indicate that the sum 
of 2,003,697 I. cash, which they had received on behalf of the Government, was 
disposed of as follows : — 


To re-purchase of 1,426,500/, (nominal value), and payment of £ 
instalments on same - ~ - - - - - | 1,122,839 
Toannuities paid to Knowles & Foster, on account of bonds in hand 86,195 
To part of commission, according to contract - - - - 20,000 
To the Government of Costa Rica in cash, and by payments 
made on behalf of that Government - - - - 817,808 
£. 2,046,842 


Leaving on the face of these accounts, a balance due to Messrs. Erlanger & Co.. 
of 43,1454, with interest since the origin of the debt. 

These accounts appear also to show, that out of the nominal total of 
2,400,000 7.. bonds to the amount of 903,900/. are now unissued or unsold, 
36,0001. have been drawn, and that therefore the present indebtedness of 
Costa Rica in respect of the principal of the loan of 1872, is 1,460,100 J. 

From tke evidence before your Committee, it is impossibie to arrive at 
any accurate statement or computation of the disposition of the monies received. 
The Government was debited by Messrs. Erlanger & Co., according to their 
statement, with the above-mentioned sum of 817,808 /., and also with 118,600 /., 
which has been paid by Messrs. Knowles & Foster in respect of interest and 
sinking fund. But from an official Report presented to the Constitutional 
Congress of Costa Rica in 1874 by Don S. Lara, it appears that that Govern- 
ment estimates the net proceeds of the loan, which it received in cash, at the 
sum of 515,165 J. only. . 

It has been already explained that it was understood by Messrs. Knowles 
& Foster, and expressed in the second contract, that the total charge 
to the borrowing Government should not exceed 7 per cent., and it was not 
until the autumn of 1873 that the terms of the third or secret contract between 
Don Manuel Alvarado and Messrs. Erlanger & Co., by which a margin of 
4 per cent. (amounting to 96,000 /.) was allowed to the latter, came to their 
knowledge. They at once expressed their extreme dissatisfaction that such an 
agreement should have been made, and kept secret from them. But this was 
not all, for it was explained to your Committee by Baron Erlanger that 
besides this deed which was concealed from the contractors for the Wout? 
there was an arrangement of so confidential a nature that it was not com- 
mitted to writing. ‘This was to the effect that under no circumstances should 
this sum of 96,000/. go to Messrs. Erlanger & Co., but it was to be put at the 
disposal of the Government for a secret service fund, one object of which was 
the purehase of a war vessel and of arms. The reason for this reservation in a 
contract which was already secret, was not fully explained by Baron Erlanger 
nor is it clear how this sum was actually disposed of. 7 ae, 

The last payment of interest was made on the Ist of October 1873, but 
no remittance appears ever to have been made from Costa Rica, and except 
the sums retained in England out of the proceeds, the bondholders have never 


received anything whatever in respect of the principal or interest of the debt.’ 


This defauit seems to be mainly attributable to the bad faith of the borrowing 
Government, which has made no attempt to meet its engagements. But no 
formal repudiation of either loan has been made, while some of the circum- 
stances attending the issue of that of 1872, the re-purchase by Messrs. 
Erlanger & Co., and the subsequent dealings of the Government of Costa Rica with 
that house, have still to be investigated by the Courts of Law in this country 
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THE PARAGUAY LOAN, 1871. 


In the year 1871, the Republic of Paraguay being desirous of raising a 
loan of 1,000,000 7. in England, entered into an agreement, dated 21 November 
1871, through their authorised agent, Don Maximo Terrero, the Consul General 
of the Republic in London, with Messrs. Waring Brothers, of Victoria Chambers, 
Westminster, Contractors for Public Works, by which it is provided in Article 1, 
that they would “ aid and co-operate” with him ‘in negotiating and raising for 
the said Republic of Paraguay a loan of the nominal amount of 1,000,000 Z. 
sterling ” upon the terms of that agreement, and of the prospectus to be approved 
and signed by Don Maximo Terrero. Art. 4, that “‘ the moneys to be raised 
by the said loan shall be paid into a London bank in the name of the con- 
tractors, who shall account. tc the Consul General, on behalf of the Govern- 
ment, for the same as herein provided.” Art. 5. “If a settlement is granted by 
the Stock Exchange, the contractors shall, within 15 days thereof, account to 
the Consul General, on behalf of the Government, at the price of 647. as and 
when received for every 100/. nominal value of bonds,” ‘‘ subscribed for and 
issued to the public.” Art. 6. “ The difference between the issue price” and 
the 64 per cent. to be a first charge on all moneys received, and to be retained 
by the contractors prior to accounting. Art. 7. “ Until the expiration of 12 
months from the settlement, the contractors alone shall be at liberty to dispose 
of any unplaced portion cf the loan, accounting for the same to the Gowern- 
ment,” at 64 per cent.; ‘‘andif any portion remains unplaced at the end of 
12 months, the Government may dispose of such portion as they may think fit.” 


On the same day, the following letter was addressed by Don Maximo Terrero 
to Messrs. Waring Brothers. 


“ Dear Sirs, “© London, 21 November 1871. 

“ Paraguay Loan.—Referring to the agreement of this date I have concluded withyou, 
on behalf of my Government, I beg to state for your satisfaction that such portion (if 
any) of the above loan as shall be applied for by you or your nominees, and subscribed 
or purchased in the market by or on your behalf, for the purpose of promoting the suc- 
cess of the loan (and which you are at liberty to do to any extent you think expedient), 
shall not be considered as subscribed for or issued within the meaning of Art. 5 of such 
agreement, but shall be regarded as not placed ; and you shail not he “required to account 
to me or my Government t for the same, unless or until you shall have sold and disposed 
thereof within the period of 12 months, mentioned in Art, 7 of the said agreement. 


“ Maximo Terrero.” 


Mr. Charles Waring stated to your Committee that there was no reason why 
this authority to buy back a portion of the loan, which was in derogation of 
the agreement of 2ist November, should have been given in a separate letter, 
except that the contract had been then drawn up, and that this condition was 
forgotten.. Your Committee would, however, observe that, as will be seen 
hereafter, a like mode of proceeding was subsequently adopted with reference 
to the loan of 1872. 


In the meantime, at the request of Messrs. Waring Brothers, Messrs. 
Robinson, Fleming, & Co., of Austin Friars, had consented to undertake the 
bringing out of the loan in the London market, and the following letters were 
addressed to them. 

“To Messrs. Robinson, Fleming, & Co. 


* Paraguayan Loan for 1,000,000 /. Sterling. 


_* Gentlemen, * London, 21 Nov ember 1871. 

“], the undersigned Consul General of the Heviblie of Paraguay, in London, special 
commissioner for this loan, duly empowered by my Government to negotiate a loan of 
one million pounds sterling i in London, hereby authorise and request you “to. receive sub- 
scriptions and give receipts for the same in accordance with the terms of the accompany- 
ing prospectus, and to apply the sums so paid to you to my order, as I shall hereafter 
direct you in writing; and I further authorise you to sign and issue scrip certificates pend- 
ing the delivery of the bonds, and undertake to countersign or sign the latter imme- 
diately on your request. 

“Tam, &c. 


“© Maximo Terrero.” 


ON LOANS TO FOREIGN STATES. XXXVil 


“To Messrs. Robinson, Fleming, & Co. 
* Paraguayan Loan for 1,000,000 /. Sterling. 


* Gentlemen, “London, 21 November 1871. 

“ Referring tomy letter to you of this date, authorising you to receive subscriptions for 
the above loan, I now hereby authorise and request you to honour all cheques and drafts 
drawn upon you againsi the proceeds of this loan by Messrs. Waring Brothers, and to 
pay such cheques and drafts only, to the exclusion even of any which might be drawn by 
or on behalf of the Government of the Republic or me their Consul General. 


“Tam, &c. 
© Maximo Terrero.” 


“ Messrs. Robinsen, Fleming, & Co. 
“ Paraguayan Loan of 1,000,000 7. 


*° 10, Victoria Chambers, Westminter, 
*¢ Dear Sirs, 22 November 1871. 

“ Herewith is prospectus of this loan, which we approve, and we request you to issue 
the same to the public, and do what may in your judgment be thought necessary to obtain 
subscriptions for the lean; and for your services in this behalf we undertake to pay you a 
clear commission of 1 per cent. on the nominal amount of the loan placed, in addition to all 
expenses of and incidental to the bring out of the loan, and we undertake to indemnify 
you from all consequences resulting from the issuing of the prospectus or other acts 
necessary to the obtaining of subscriptions for the loan. 

** We also engage to give you the option, on the same terms, of issuing all further loans 
or financial business we may obtain during the ensuing five years from the above Republic 
under our contract or otherwise; and should you in the same period obtain, or undertake 
like business for the said Republic, you are also on your part to put us, with reference 
thereto, on the same general terms between ourselves as in the present loan. 


“Yours, &c. 
* Waring Brothers.” 


The prospectus, issued by Messrs. Robinson & Fleming on the 22nd of 
November 1871, announced a loan of 1,000,000/. at the issue price of 
80 per cent., bearing 8 per cent. interest, and redeemable by a sinking fund of 
2 percent. The loan was stated to be the first public loan of Paraguay, and 
the principal objects proposed to be effected by it were to liquidate the floating 
debt of about 213,000/., and to complete the State Railway from Asuncion to 
Villa Rica, and aid generally in the restoration of roads and public works, and 
the development of the resources of the country. 


Amnexed to this prospectus was a document described as ‘“ Memorandum 
furnished by the Government Commissioner,” the contents of which were as 
foliows : 

« The State of Paraguay, in the extent and fertility of territory, the excellence of its 
climate, and its ready accessibility by water conveyance to foreign and local trade, is 
universally admitted to be one of the most favoured States in the region of River 
Plate and its affluents. It offers, therefore, a vast and most promising field for European 
emigration, to which vital point the Government is already giving its utmost attention 
and liberal support. 

* Tt is conterminous along a wide extent of frontier with the Empire of Brazil and 
the Argentine Republic, while, by the excellent inland navigation of the two great rivers 
Paraguay and Panama, and their tributaries, its capital, Asuncion, and most parts of its 
territory, are within four or five days’ steam from Buenos Ayres and Monte Video, with 
almost daily communication. The country is well watered, and the soil is extremely fertile; 
magnificent forests abound, and crops of great value, such as tobacco, sugar, cotton, 
cochineal, and indigo, yield a most abundantreturn. Itis also exceedingly rich in mineral 
wealth. ‘The staple commodity, however, is the South America tea ( Yerba mate), which is 
largely consumed throughout that continent, and of which Paraguay supplies: almost the 
whole, yielding a large revenue to the State. 

“ The immense natural advantages have been for many years neutralised, owing to the 
policy of seclusion adopted by the former despotic rulers, Frandia and his successors. But 
now a Constitutional Government is established, and, as stated by the President of the 
Republic, Don Cirilo Antonio Rivarola, in his annual address to the Senators and Deputies, 
perfect freedom of export and intercourse with foreign couutries has been solemnly pro- 
claimed as the principle from the State of Paraguay, with results which have already acted 
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most advantageously in raising the country from the prostration caused by the war, and 
there can be no doubt that, under the present Government, the revenue and general im- 
provement will in a very few years be most prosperous and satisfactory. 


« The annual revenue of the State, before the war, was derived from— 


Eo 
Customs - - - - - - - - - | 230,887 
Yerba mate or South American tea, profit on Govern- 
ment monopoly - - Fiytcy F - = - | 197,683 
Stamps. - - - - - of Am > . 15,713 
Tithes - - - - - - - - - Aiitayiaa! 
Leases of public land - - - PO wale 16,600 
Product of State buildings ~ - - - - 33,861 
£. | 522,268 


“ There is no funded debt, and the whole debt of the State, of every description, amounts 
to only 213,335 1. 


“ PROPERTIES HyPpOTHECATED FOR THIS LOAN. 


“In addition to the Customs and General Revenues. the following property of the 
State is especially hypothecated for the interest and Sinking Fund of this Loan, which 
will form a first charge on them. 


“1. The Public Lands and Forests’: 

“ These. are officially stated, in the Report of the Finance. Minister for the 
current year to the Chambers,.to amount to 20,000 square leagues, of which 
14,000 leagues are covered with forests of rich and varied timber, with innumerable 
industrial products and vast zones of magnificent and fertile mate (Indian tea) 
lands, and 6,000 leagues with private lands for the cultivation of tobacco, sugar- 
cane, rice, cotton, coffee, maize, and other agricultural produce, and with superb 
plains for herding cattle. ‘These are stated in this Report.to be worth, at. a low 
valuation, 176,000,000 of hard dollars, or upwards of 35,000,000. (say 35,000,000. 
sterling). 

“With a few years of peace, and the opening of communications, there can 
be no doubt that the value of this land, a great deal of which is of the richest 
description, well watered, and near navigable rivers, will immensely: increase. 
Under any circumstances there can. be no doubt that the land sales. alone will 
soon supply a fund more than sufficient to. provide for a much larger debt than that 
now incurred. 


«2. Public Buildings: . 

“ A large, number of the houses, arsenals, and warehouses in the. capital, and 
other towns, belong to the Government, and. are to be sold to private parties and 
for industrial establishments, being no longer wanted for warlike purposes. 

“ 'These constitute a resource which will soon become available. 

“ The report of the Finance Minister statesthe number of these at 148 in.the 
capital, and 342 in other places, worth, at a very low valuation, 400,000 2. 


“3, The State Railway: 
* This is finished and at work for.72 kilométres from. Asungion. to. Paraguari, 
half way to Villa Rica. 


« The Republic of Paraguay; with its natural resources intact, with over 175,000,000 
of dollars of property, without either home or foreign funded debt, and which, under 
exceptional administrations, was able, during a period of 10 years, to treble the value of 


- its imports and exports, and to increase six-fold its general revenue, offers an unexcep- 


tional security for a:State Loan.” 


Some time in the year 1870, the Republic of Paraguay succeeded in bringing 
to a close a costly and prostrating war which she had carried on for five years with 
the allied powers of Brazil, Uruguay, and the Argentine Confederation, and at the. 
same time, by treaty concluded between. Paraguay and the said allied) powers, the» 
former came.under obligations. to pay heavy: war indemnities to the latter, the’ 
nominal amount’ of such indebtedness, as well as the time and’ mode of payment 
to be afterwards fixed by a joint commission. ‘Though these facts were well’ 
known, the statements in the memorandum, in which no mention is made of 
them, and: in. which the debt of Paraguay of every description is. stated at- 
213,335 U.,,were accepted as. correct, and put before the. public., 


At the time of the issue of the’ prospectus, Messrs. Waring Brothers entered 
into arrangements with Mr. Samuel Laing, a Member of this House, and Mr. . 
Albert 
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Albert Grant “ to co-operate with them in raising the said loan.” These arrange- 
ments, which were reduced to writing, were as follows : 


First with Mr. Laing : 


“ Dear Sir, 21 November 1871. 
“In consideration of your assistance in the issue of the Paraguayan Loan, for which’ 
we are contractors, and of your undertaking one-fifth of the loss, if any, of the affair, 
we engage to give you one-fifth of the net profit, if any, as and when we receive the 
same. 
« Samuel Laing, Esq., M.P.” Waring Brothers.” 


Secondly, with Mr. Albert Graut: 


«1. Waring Brothers and the said Albert Grant will use their best endeavours, by all 
ordinary ways and means, to raise the said loan and etfect the objects of the said agree- 
ment. 

«2. The profit or commission to be realised by the contractors under the said agreement 
shall be dealt with as follows: in the first place, all expenses of and incident to the operation, 
and all commission payable by the contractors shall be discharged thereout; the sum of 
5,000 7. shall then be paid thereout to the said Albert Grant, and of the balance remaining, 
55 per cent. shall belong to and be paid to Warimg Brothers, 25 per cent. to the said 
Albert Grant, and 20 per cent. to Samuel Laing, with whom a separate arrangement has 
been made.” 


«3. The said parties as between themselves shall be liable to the same proportion (the 
said Samuel Laing being liable for the rest) of all the costs, charges, brokers’ commissions, 
and other expenses to be incurred in and about the endeavour to float the said loan in the 
event of failure wholly or partially, and also for all such purchases of stock made in the 
market on the joint account of the parties by either of them with (but not without) the 
consent of the other or others.” 


The loan having been brought out under the above circumstances, Messrs. 
Mullens, Marshall & Co., prdeens to the lean, made an application to the 
Committee of the Stock Exchange for a settlement on the Ist of December 
1871, accompanied by the following certificate : 


«21, Austin Friars, London, E.C., 
. “2 December 1871. 

«Wr hereby certify that the whole amount of the Hight per Cent. Public Works 
Loan of. the Republic of Paraguay, for the nominal amount of 1,000,000 /. sterling, 
issued by us, has been fully subscribed for by, and allotted unconditionally to, 
the public, and the 20 per cent. deposits paid thereon; further, that the scrip is 
ready for delivery ; and that there is no impediment to the settlement of the 


account. 
“ Robinson, Fleming, & Co.” 


Upon this certificate a special settling day was granted. 


_ Messrs. Robinson, Fleming, & Co., who continued to receive the instal- 
ments for the loan, and to account for the same to Messrs. Waring Brothers, 
were aware of the existence of the private arrangement between Messrs. 
Waring Brothers and Mr. Samuel Laing and Mr. Albert Grant, though Mr. 
George Fleming stated that they had no knowledge of its terms. 


Messrs. Robinson, Fleming, & Co. accounted to Messrs. Waring Brothers for 
the gross sum of 800,000/., received from the public, being the amount of the 
loan ‘of 1,000,000 J. issued at ‘80 per cent., less 40,000 7%. deducted in respect 
of interest, according to the prospectus. . ib 


dn truth, however, between the.time of the original issue of the Joan to the 
public on the 21st of November and ‘the special settling day.on the 8th of 
December, Messrs. Waring Brothers, Mr.,Albert,Grant, and Mr. Samuel Laing 
bought on the Stock Exchange 570,500 /. nominal amouut of the loan, and on 
the settling day 429,500/. (nominal value) was in the hands of the public, 
making, with what had been bought as aforesaid, the whole 1,000;000/. — ; 


“Under these circumstances, Messrs. Waring Brothers would have to 
account to the Paraguayan Government for 640,000 /., being the whole amount 
of the loan at the contract price of 64 per cent., and accordingly on the 27th 
of April 1872, and the 26th of September 1872, two several statements of 
account were rendered by themto Don Maximo ‘lerrero, accounting in the 
manner stated below for the whole sum; the fina! balance of 7,489 /. 18s. ease 
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paid by Messrs. Waring on the 30th of September 1872, ‘and so the transaction 
was closed. It must, however, be observed that legal questions are now pending 
with respect to this loan between Messrs. Waring Brothers and the Paraguayan 
Government, the latter seeking to obtain from the former the profit realised 
from the premiums, which according to Mr. Waring’s statement amounted to 
about 8,460 J. , 


The following is a summary of the account between the Government 
nd Messrs. Waring Brothers. 


The GovERNMENT of PARAGUAY in Account with Waring BROTHERS. 


Dr. hr. 
EY x 
T» deposited by the Government to meet two By amount of Loan, 1,000,0002. at 64 per 
years’ interest and sinking fund, as per cent., as per Coatract between ourselves E 
prospectus : and his Excellency Don Maximo Terrero, 640,000 
Tncorent - £. 160,000 Consul General in London for the Repub- ¢ 
Sisk plant tO et aue lic of Paraguay, dated 21st November 
ee "| 200,000 Bah oh brn. anode ain 
3, Paid to the order of Don Maximo Terrero 37,000 
», Remitted in sovereigns to Paraguay - - 403,000 
Li 640,000 Bs 640,000 


tees ata meer 


On the 30th of April 1872 Don Maximo Terrero wrote the following letter 
to Messrs. Waring Brothers :— 


* PaRAGuAY Loan? 


* 88, Belsize Park, Haverstock Hill, 
‘« Dear Sirs, “ 30 April 1872. 

“T beg to acknowledge the receipt of your final account in respect to this Loan, which 
I have examined and have in entire accordance with my contract with your House, 
and I have signed the same as approved, and now return it to you (the duplicate signed 
by you being retained by me). 

«As appears upon the account, there will remain invested in securities, at your risk, 
160,000 7. to meet the forthcoming interest and sinking fund up to September 1873 in- 
clusive, in accordance with the general Bond Prospectus; and it likewise appears upon 
the account that there is now standing at my disposition a balance of 218,074 1. 9s. 5d., 
for the disposal of which I will give you instructions. 

“ At the conclusion of this most successful negotiation, for which I congratulate my 
Government, myself, and you, I have great pleasure in thanking you for the spirited and 
courteous manner in which, together with your friends, you have conducted this business 
to a successful issue, and I shall not fail to convey my sentiments on this subject to my 
Government in Paraguay. 

“Tam, &e. 
« Messrs. Waring Brothers, Westminster.” (signed) ** Maximo Terrero.” 


After the day of allotment, Messrs. Waring Brothers, Mr. Albert Grant, 
aud Mr. Samuel Laing proceeded to sell the 570,500J. of stock held by 


them, and gradually disposed of the whole amount. 


The price at which this stock was sold varied, but it was always at a premium, 
and in April 1872, when the operation was complete, it stood at 174 premium. 


As soon as the whole loan had been placed in the hands of the public 
the price of the stock gradually fell. Thus, in October 1872, it had reached 
20 discount, in July 1873, 45 discount, and in July 1874 the 100/. bond was 
quoted at 127. 


Interest and sinking fund for two years were paid out of the proceeds of 
the loan itself, and similar payments in respect of the years 1873-74 were made 
out of the:funds of the loan of 1872, hereafter referred to. Except from this 
source no funds have been provided to meet the liabilities of the Government 
of Paraguay to the bondholders, 
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THE PARAGUAY LOAN, 1872. 


In May 1872, Don Maximo Terrero applied to Messrs. Robinson, Fleming 
& Co. to bring out another loan on behalf of the Government of Paraguay, and 
on the 27th May 1872, “acting in the name and on behalf of the Republic,” 
he entered into an agreement with that firm, by which it was provided, 
in Article 1, that the contractors should “aid and co-operate” with him “in 
negotiating and raising for the Republic of Paraguay a loan of the nominal 
amount of 2,000,000 /. sterling,” upon the terms of that agreement and of the 
prospectus intended to be issued, which had already been prepared: in Art. 5. 
“That if a settlement is granted by the Stock Exchange, the contractors shall, 
within 15 days thereafter, account to Maximo Terrero, on behalf of the Govern- 
ment, at the price of 73 /., as and when received for every 100 7. nominal value 
of bonds which shall be subscribed for and permanently placed with the public :” 
in Art. 6. That the difference between the said 73/. per cent. and the issue 
price, which was fixed at 85/., should be a first charge upon all moneys 
received: in Art. 8. That until the expiration of 12 months from the settlement 
on the Stock Exchange, the contractors alone should be at liberty to dispose 
of the loan, and that after that period the Government might dispose of any 
portions remaining unplaced. 

On the 31st May 1872 the following letter was addressed by Don Maximo 
Terrero to Messrs. Robinson, Fleming & Co. :— . 


“ PaRaGuay LOAN, 1872. 


“ Dear Sirs, ** London, 31 May 1872. 

“ Referring to the Agreement of this date (27th) I have concluded withj you on 
behalf of my Government, I beg to state, for your satisfaction, that such portion (if any) 
of the above loan as shall be applied for by you, and subseribed or purchased in the market 
by or on your behalf, for the purpose of promoting the success of the loan (and which you 
are at liberty to do to any extent you think expedient), shall not be considered as sub- 
scribed for or issued within the meaning of the Article 5 of such Agreement, but shall be 
regarded as not placed; and you shall not be required to account to me or my Govern- 
ment for the same, unless or until you shall have sold and disposed thereof, within the 
period of 12 months mentioned in Article 8 of the said Agreement; and I beg to inform 
you that your statement of the amount you shall have disposed of shall be accepted by me 
as correct. 

(signed ) “ Maximo Terrero.” 

It will be borne in mind that by the agreement between Messrs. Robinson, 
Fleming & Co. and Messrs. Waring Brothers, dated 22nd November 1871, in 
relation to the Paraguay Loan, 1871, Messrs. Robinson, Fleming & Co. were 
bound, in the event of their obtaining contracts for the issue of any further 
loans for the said Republic within five years, to put Messrs. Waring Brothers 
in relation thereto upon the same general terms with themselves “as in the loan 
of 1871.” 

Accordingly, Messrs. Robinson, Fleming & Co. agreed with Messrs. Waring 
Brothers that out of the 12 /., being the difference between 73 /., the contractors’ 
price, and 85/., the issue price, as mentioned in Article 6 of the agreement of 
27th May 1872, 2/. 5s. should be reserved as a commission for Messrs. Robin- 
son, Fleming & Co., and the difference, namely, 9 /. 15s., should be accounted for 
by them to Messrs. Waring Brothers. EQ 

On the same day, the 31st May 1872, the following letter was addressed by 
Messrs. Robinson, Fleming & Co. to Messrs. Waring Brothers : 


« Paraguay LOAN, 1872. 


«21, Austin Friars, E.C., London. 
“ Dear Sirs, : “31 May 1872.. 

* Being obliged to foresee the possible case of attempts being made to defeat or depre- 
ciate the Paraguayan Loan, for which we are contractors, by speculative sales, we autho- 
rise and request you to buy for our account such amount of the said loan, not exceeding 
500,000 7. nominal capital, as you may by or out of such purchases deliver to us at par 
or issue price, such stock to be delivered to and to be paid for by us on the first settling 
day fixed by the Stock Exchange. This authority to be irrevocably in force until the 
next settling day fixed by the Stock Exchange. 


(signed) “ Robinson, Fleming & Co.” 
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A few days afterwards this letter was given up by Messrs. Waring Brothers 
to Messrs. Robinson, Fleming & Co.; and another letter bearing the same date 
and in identical terms, except that the sum of 1,500,000 /. was substituted for 
500,000 /., was given in exchange for it. 

The Prospectus issued by Messrs. Robinson, Fleming & .Co., on the 31st 
May 1872, announceda loan of 2,000,000/. at the issue price of 85,per cent., 
bearing 8 per cent. interest, and redeemable by a cumulative sinking fund of 
2 per cent. per annum on. the entire nominal amount of the loan. It was stated 
that the loan was secured, subject: to the special hypothecation for the 1871 loan, 
on the general revenues of the Republic, and on the whole property of the State, 
including its public lands; and that the loan had been voted by the legislature 
with.a view to develope the resources of the country. 

Annexed to this Prospectus was a document similar to that annexed. to;the 
Prospectus of the 1871 loan: this document did not however refer to \the 
amount of the funded debt of the State, but it contained the following state- 
ments :-— 


* The public lands are officially stated, in the Report of the’ Fiance Minister to the 
Chambers, to amount to 20,000 square leagues (equal to about 115,000,000.acres) of which 
14,000 leagues are covered with forests of rich and varied timber, with innumerable indus- 
trial product and vast zones of magnificent and fertile maté, (Indian tea), lands, and 6,000 
leagues with private lands for the cultivation of tobacco, sugar-cane, rice, cotton, coffee, 
maize, and other agricultural produce, and with superb plains for herding cattle. These 
are stated in this Report to be worth, at a low valuation, 176,000,000 of hard dollars, or 
upwards of 35,000,00u /. (say 35,000,000 J. sterling).” | 

“The political position of Paragnay being now secured, and the most amicable relations 
established with all adjoming States, the expenditure for military purposes is extremely 
small, and this loan may be considered strictly in the light of a mortgage for improve- 
ments on an estate of vast extent and great natural fertility. 

“The sincerity of the Government of Paraguay in this respect is shown by the following 
extract from the Message of the Executive Government of the Republic to the Legislative 
Congress of the Nation, at Asungion, February 7, 1872, recommending appropriations of 
the following monies, in which are included the proceeds of the Loan of 1871: — 

‘One million five hundred thousand hard dollars as payment of the Internal Debt of the 
nation. 

‘ Three hundred thousand hard dollars for redeeming the paper money in circulatien. 

‘Seven hundred thousand hard dollars for the promotion of agriculture, and giving an 
impulse to immigration. 

‘A hundred thousand hard dollars for repairs of the railroad, so as to put it into a con- 
dition to meet the necessities of the times. 

‘Fifty thousand hard dollars for Public Instruction as a basis of civilisation. 

‘Fifty thousand hard dollars for Public Works, such as ways of communication, which 
are to the life of nations what the arteries are to the human body; bridges, buildings, 
and other works of public utility. 

‘Five hundred thousand hard dollars for the foundation of a National Bank.’” 


The above statement as to the value of the public lands can hardly | be reecon- 
ciled with a report “ required in the official letter of the General Under Seeretary, 
by order of his Excellency the President of the Republic of Paraguay,” dated 
the 30th May 1871, in which the entire value of these lands is, estimated at 
19,380;000 1. : , 

An arrangement was made between Messrs. Waring Brothers, Mr. Albert 
Grant, and Mr. Samuel Laing, similar to that entered into dn relation) to,the 


‘1871 loan, but the profit or loss arising out of these transactions was to be 


apportioned as follows: Messrs. Waring Brothers 40 per cent., Mr. Albert Grant: 
40 per cent., and Mr, Laing 20 per cent.; and accordingly Messrs. Robinson, 
Fleming & Co., at the request of Messrs. Waring Brothers, undertook to divide 
and account for the profits in those proportions to the members of this 
syndicate. 

After the prospectus was published, the loan was applied for to the amount 
of nearly 3,800,000/., the full amount of the loan was allotted, the instal- 
ments were paid upon it to the extent of 15 per cent., and on the 12th June 
an application was sént by Messrs. Mullens & Marshall, the. brokers for the loan, 
to the committee of the Stock Exchange, requesting them to“ appoint a settling 
day.” A certificate dated the 15th June 1872, signed by Messrs: Robinson, 
Fleming & Co., was also sent in to the same committee, to the effect that the whole 
amount of the loan “ for the nominal amount of 2,000,000 7. sterling, issued by us 
has heen fully subscrihed for by, and allotted unconditionally to, the public, and 15 ~. 
per cent. deposits paid thereon ; further, that the scrip is ready for delivery, oe 

» that 
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that’ there is‘ no impediment to the settlement of the account.” Upon this cer- 
tificate a special settling day was granted for the 21st June 1872. 

Between the issue of the prospectus and the settling day, Messrs. Waring 
Brothers, acting on the above authority received from Messrs. Robinson, 
Fleming & Co., dated 31st. May, purchased on the Stock Exchange 1,308,000 J. 
of the loan, and there remained; on, the last-mentioned. day, in the hands of the 
public, 562,200 /. of the loan, which two sums, together with a sum of 129,800 J, 
allotted to Messrs. Robinson, Fleming & Co., upon their original subscription, 
make up the total amount of the 2,000,000 /. stock. 

The 15 per cent. instalments paid. by the allottees were placed to a loan 
banking account, and on this account Messrs. Robinson, Fleming & Co., on the 
settling day, namely, the 21st June 1872, drew cheques for 240,000 /., which they 
paid to the credit of their own bank account, and then drew cheques on this 
aecount for 240,0007., which they handed to Messrs. Waring Brothers, and 
which the latter accounted for as. follows :— 


£. $i) Ge 
£. 1,304,000 scrip, 15.per.cent..paid. + - - - - - - | 195,600 — - 
£. 2,900 scrip, 35. per cent. paid, less interest coupon, after deduction of income 
tax, 33/. 0s. 8d. - - - - - - - - - - - 957 19 
£. 1,100 scrip, 85 /. paid, less coupons, after deducting income tax, 82/. 3s. 5d. 903 17 7 
Retained by Waring Brothers, on account of difference between 85 per cent., 
price of issue, and 73 per cent., contract price of 562,200 J. - . - 42,688 3) 1 
£oli7240,000¢ <> = 
een Bae eevee. wee 


Very shortly after the settling day, there was a general and great depre- 
ciation in‘ South American securities, and there were few or no further dealings 
in this loan. 


On the 27th June 1872, Messrs. Robinson, Fleming & Co. having expressed 
a:wish to Don Maximo Terrero not to continue to hold the 129,800 /. allotted 
to them as aforesaid, he addressed a letter to them requesting them to re-sell 
the same to the Paraguay Government at the par issue price, which was accordingly 
done. 

On ‘the 4th. July, Messrs. Robinson, Fleming & Co. addressed the following 
letter to Don Maximo Terrero :— 


“ Paraguay Loan, 1872. 


“ London, 21 Austin Friars, 
«Dear Sir, “4 July 1872. 

* We have now to declare that which you already know, viz., that 562,200 U.. only of 
the new loan has been definitely placed under our contract with you as acting on behalf 
of the Republic of: Paraguay. You have already approved of what we have done, but it 
would be satisfactory to us to have your confirmation in writing. It has been a pleasure 


to us to have had the benefit of your personal advice and assistance in all that we have 
done. 


(signed) “ Robinson, Fleming & Co.” 
To which Don Maximo 'Terrero replied as follows :— 


“ Dear Sirs, « London, 6 July 1872. 

“‘ T have received your formal communication to me of the fact that 562,200 2. of the 
Paraguayan Public, Works Loan, 1872, has been permanently placed within the meaning 
of your contract. This amount I consider satisfactory, having regard to the difficulties 
which have presented themselves, and also to the depression of the market, caused by the 
failure of other South American Loans, which rendered it necessary for so large an 
amount 'to be bought back under my authority. You have from time to time communi- 
cated'to'me‘the details-of everything’ connected with this loan, and I wish to express to 
you my entire satisfaction with all you have done, and which I am sure will meet with 
equal, approbation. of the Government, represent.. 


(signed) “Maximo Terrero.” 
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Q. 4578. Thus, bonds to the amount of 1,437,800 J. found their way back into the 
423. hands of the agents of the Paraguayan Government, leaving the nominal amount 
of 562,200 l., which was accounted for on the 31st March 1873, as follows: 


The Government and Republic of Paraguay in Account current with Robinson, Fleming & Co., in respect of the Hight 
per Cent. Public Works Loan, 1872. 


Dr. Cr. 
ue ia. £. 8 a 
To Cash, paid for Stamp Duty on Bonds - - - | 2,500 - - | By amount of Stock already permanently 
placed on account of the Government of 
Ditto, Discount on pre-payment of Instalments - -| 2051 ~ 3 the Republic of Paraguay, 562,200 /7., at 
73 l. per cent. in terms of contract, 31st 
Ditto paid to, or by order of, M. Terrero or account of the May 1872 —s- ~ “ = 4 - |410,406 - - 
Government eli NN GTR Soe ai AE yh yee 3 
By Cash received from Wainwright, repay- 
Emigration Account - - - - = - 7 7~| 40,8738 - 7 ment passage money =- = \\ =) = dy Sis 
To Liabilities, including Interest and Sinking Fund to April By Interest on Investments to 31st March 
1874 - 3 i yi z 5 = - - ~/| 105,224 2 6 1873, as per separate statement - -| 5,580 11 10 
To Balance dus to the Government - - - -  - | 289,687 8 6 
) 
~ L, et 
£. 416,001 11 10 £. | 416,001 11 10 
| 


ee 


App. p. 191. By Balance due to the Government, brought down . "ee £.\ 239,687 8 6 


This account was certified as correct by Senor Gregorio Benitez, the Special 
Commissioner who was sent over to this country by the Government of 
Paraguay to settle the affairs of this loan; and on the 10th of April 1873, 
Messrs. Robinson, Fleming & Co. paid to him the sum of 242,889/. 14s. 11d., 
and received the following receipt for the same :— 

“ Légation du Paraguay.—Received on behalf of the Government of Paraguay, 
under decree of the Court of Chancery, dated 25th March, 242,889/. 14s. 11d. 
10th April 1873. Gregorio Benitez, Ministre Plenipotentiaire du Paraguay.” 

The exact position of the two loans up to the present time was stated to 
Q. 4414. your Committee to be as follows:—Upon the Paraguay Loan 1871, of 1,000,000 7. 

there has been paid for interest to the bondholders up to March 1874, 
inclusive, 197,088 /. The amount drawn and paid off at par in eight drawings 
is 42,900/., and the amount of the loan at present outstanding in the hands of 
the public is 957,100/., of which two-thirds is held in this country and about 
one-third abroad. Of the loan of 1872, 2,000,000/., the amount that was per- 
manently held by the public is 562,200/.,, upon which the instalments were duly 
paid, the remainder, 1,437,800/., having been bought back, as above stated. The 
amount paid for interest to the bondholders on the 562,200/. up to the 1st April ° 
1874, inclusive, is 89,446/., and the amount drawn and paid off at par of the 
562,200/. is 13,9001., leaving a balance of the second loan at present outstand- 
ing in the hands of the public of 548,300/. The total indebtedness, therefore, of 
Paraguay upon both loans at the present time is about 1,500,000/. No part of 
the above-mentioned payments on account of interest and sinking fund was pro- 
vided by the Government of Paraguay, but the whole was derived from the 
proceeds of the loans themselves. Since these funds, so set apart, have been 
exhausted, no payment on account of interest or sinking fund has been made by 
the Government of Paraguay. 


Q. 4281 


Your Committee have thus endeavoured to place before the House the prin- 
cipal facts in connection with the several loans which have formed the subject of 
their inquiry. Pa +f 

Although the cases differ in many respects, there are incidents for the most 
part common to all the loans, which your Committee feel should be prominently 
referred to. iho ee 

In respect of all these loans, those who introduced them to the public seem to 
have been regardless of the financial resources of the borrowing State ; such 
resources, if inquired into, would have been found to have been totally made- 
quate to meet the liabilities incurred. In no case before your Committee, with 

one 
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one unimportant exception, has the borrowing Government repaid any portion 
of its indebtedness incurred in respect of these loans, except from the proceeds 
of the loans themselves. . 

By means of exaggerated statements in the prospectus the public have been 
induced to believe that the material wealth of the contracting State formed a 
sufficient security for the repayment of the mohey borrowed. Even if such were 
the case, the several Governments have taken no steps to apply the revenues of 
the State, or the other subjects of special hypothecation in discharge of their 
liabilities. 

The whole of these loans were ostensibly raised for purposes of a similar 
character. An undertaking was given that the proceeds were to be spent on 
works calculated to develope the industrial resources of the different countries, 
and from such works a large return was promised. Your Committee have 
shown how small a proportion of each loan was applied to the above-mentioned 
purposes. 
~ Jn order to induce the public to lend money upon a totally insufficient secu- 
rity, means have been resorted to which, in their nature and object, were 
flagrantly deceptive. 

Conspicuous amongst them are the dealings in the stock by the contractors 
for the loan, before its allotment to the public. 

In the opinion of your Committee these transactions are deserving of much 
censure. The buying and selling of the stock on behalf of the contractor 
ereated a fictitious market. The price at which the dealings took place in no 
way represented the value of the stock. It was fixed by the contractor or his 
agents at a premium, in order to induce the public to believe that the loan was a 
good investment, or that they would, if they obtained an allotment of the stock, 
realise that premium. ‘The public had no means of learning that the contractor 
was the principal in these transactions; even the jobber was often ignorant of 
the fact. There was thus no apparent difference between a genuine and a fic- 
titious market. 

Great as the evils of this system are, they are increased when the money of the 
allottces is employed, as in some instances before your Committee, in paying 
for the stock purchased in excess of that sold. The contractor is then specu- 
lating with the proceeds of the loan itself, and not from his own resources ; 
and if the speculation fails, the loss generally falls on the contracting Govern- 
ment or the public. 

By these operations the contractor is placed in a position of unfair advantage. 
Where substantially the whole of the scrip has been purchased, and thereby is 
in the possession of the contractor, he has, by effecting further purchases of the 
stock, which no dealer has it in his power to deliver, the means of exacting large 
sums from the sellers. 

That large portions of the loan by means of the repurchases in effect 
remained in the hands of the borrowing Government, was a fact most material to 
be known to those who lent their money in the belief that the proceeds of the 
whole loan would be applied in developing the resources of a State. 

_ The methods by which these loans have been introduced to the public 
afforded opportunities for collusive action between those who issued them and 
the immediate agents of the contracting State, which it is difficult to detect 

When the money of the public had been received, its application to the 
alleged purposes of tbe loans depended upon the good faith of those issuing 
them. In some instances these funds have been flagrantly misapplied. 

It is true that the credulity and cupidity of certain classes of the community 
have blinded them to the danger of embarking in speculations such as your 
Committee have described. They appear to have measured the value of the 
promises held out to them, not by any rule of experience, but by their own 


sanguine expectations; and thus they have fallen a prey to those who by trading 


on their credulity have obtained their money, and then betrayed their interests. 
Your Committee feel that it is not their duty to apportion the blame to. the 
different actors in these transactions ; to a great extent they agree in the opinion 
of the Secretary to the Honduras Legation, that “the fault of the failure falls 
“ with equal force upon all who have interests, rights, claims, complaints, or 
“ any participation whatever in these matters. It is a kind of original sin, which 
_ “reaches even the most innocent who have anything to do with this under- 
“ taking.” 
~~ 367. g ~ Your 
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Your Committee do not dwell onthe transactions by which such enormous 
sums. have been abstracted from the Honduras Loans, and appropriated 
among those who were entrusted with its management. Such acts have 
no. more to'do with foreign loans: than with any other transaction by which 
the money of one person comes. into. the possession of another, and is con- 
verted to the use of the depositaries. Aremedy for such proceedings ought to 
be found in the tribunals of the country. . 


It remains for your Committee to indicate the causes of the losses of 
which a more particular account has been given in the earlier part of this Re- 
port, in the hope that when these causes are clearly understood, some means of 
preventing the calamities which they have occasioned. may be found. 


Much evil has been causedoby the misstatements: and suppressions to be 
found in the prospectus. 


Something may be attributed to the proceedings of the committee of ‘the 
Stock Exchange, which gives, by granting a quotation, a certain . prestige to a 
loan which neither the very slight and superficial investigation on which the 
grant of a quotation is founded, vor the nature of the tribunal seem to warrant. 
It appears from the evidence brought before your Committee that the com- 
mittee of the Stock Exchange practically require nothing wore than the pro- 
duction of documents showing the authority ofthe agent to issue the loan, of 
the prospectus, and of a certificate stating the amount subscribed for and 
aliotted to the public. They receive notarial copies or official gazettes con- 
taining such ‘of these documents as are. not original, but they make no further 
inquiry into the circumstances or conditions of the proposed loan, nor into the 
truthfulness of the prospectus, nor into the solvency of the borrowing State. 
They require no amount. of subscriptions before granting a settlement, and 


they accept the statement of the contractors for the loans, as to the bona fides 
and amount of allotment. 


In respect of most of the loans quotations: were obtained from the com- 
mittee of the Stock Exchange on’ ‘the faith of written statements: made on 
behalf of the contractors, that.the applications for allotment had been uncon- 
ditionally made. It was, however, known to those on whose’ behalf such 
statements were: made, that before any allotment; such contracts of purchase 
had been effected on behalf of the contractors or borrowing Government that 
as soon as the allotment took place, a large proportion of the stock would 
return into their hands, and therefore for the purposes of the loan was:not 
allotted. In the St. Domingo Loan a quotation was given on a certificate that 
the total amount had been disposed of, a:statement false in fact, and isufficient 
if true. In the first Honduras Loan the certificate ouly stated that 501,100 7. 


had. been-.allotted. in England, andithat the rest was represented by French 
scrip. 


But: the principal: cause, compared with which all others sink into relative 
insignificance, is undoubtedly the means employed in order to induce’’the 
public to apply for a loan. A clear and’striking delineation of these proceed- 
ings may be found in the evidence of Mr. Scott, and the counter testimony of 


_ Baron Erlanger‘and Mr. Albert Grant. 


This is the method of proceeding. In some cases it is certain, in others 
probable, that a loan if simply advertised and left to the judgment of the public 
will fail. The problem which the class of financiers to whose operations attention 
has been, principally directed, have undertaken to: solve, is, given such.a loan, 
to provide that the whole of it‘shall be subscribed for. Before the loan is adver- 
tised, a secret’ agreement is entered into between the agent or contractor for 
the loan, and one or more persons of capital’and influence, who if numerous are 
called a syndicate, to take such portion of the, loan as is deemed necessary, on 
terms much more favourable than those. on which it.is. to be offered to the 
public. “ Sometimes, a portion of the loan is taken “ firm,”’ that is, the transaction 
is final and complete } but sometimes terms are introduced by which the syndicate 
or contractors may. throw back their liability on the borrowing state. . When these 
arrangements are concluded the loan is advertised. The period between the 
advertisement.and the allotment is the opportunity of the syndicate or contractors, 
Although no:scrip is in existence, they contrive by purchases and concerted deal. 


dings . 
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ings on the Stock Exchange to raise the loan toa premium, and this premium is 
maintained at anv cost till the period of allotment is over. As the loan is issued at 
a fixed rate, and is kept at a premium, there is a clear profit to the allottee, and 
many persons suliscribe only with the view of realising this profit. Others less 
versed: in the mysterics of the Stock Exchange, subscrive with a view to hold 
the loan, being influenced by the fact that it is above issue price, a fact which 
ean only be accounted: for, as ‘they think, by the belief of the public that 
they will not beable to obtain any considerable allotment, that the price of the 
loan will consequently rise, and ihat it is better to make sure of obtaining what 
they want by a moderate sacritice, than run the risk of having to pay more when 
the loan has once been allotted. 


The next step is to forward a certificate to the Committee of the Stock 
Exchange, that the whole loan has been unconditionally allotted, and is in the 
hands of the public.. By these means a: quotation on the Stock Exchange is 
procured, and the operation of floating the: loan is completed. Then comes 
the reverse of the process. ‘hose who have hitherto, as above described, been 
purchasers, now become: sellers; if possible, the premium is maintained, and 
thereby a profit secured to them. But owing to the favourable terms on which 
the issuing of the loan has been contracted for, the stock may be sold at a dis- 
count, and yet yield a considerable profit. The position is ‘still more favourable 
when, as inthe case of the Paraguay and 2nd Costa Rica Loans, the agents of 
the respective Governments have authorised the buying back for their account 
any portion,:or even the whole of the loan at the issue price to the public. 


Your Committee are informed that the essence of this operation is pro- 
found secrecy. Of course operations, the intention and effect of which are 
to tempt people to buy scrip by creating an artificial price, must be carefully 
concealed from those who may not unreasonably be called the victims. 


It was stated to your Committee that if a law «were passed making the 
action of syndicates public, it would drive all transactions in public loans. to 
foreign countries. Your Committee do not hesitate to say that if these are the 
only terms on which the profits arising from such loans can. be retained in 
England, they will be too dearly earned at such a price. 


It remains for your Committee to inquire whether any remedy can be devised 
against a system such as they have described, that is, whether the profits and 
advantages of foreign loans can be retained by this country, on terms which an 
honourable community can accept. , 


The first: remedy that:suggests itself is to leave the matter in the hands of 
the Stock Exchange, or to remodel in some: respects: its rules and constitution. 
The Stock Exchange is a voluntary society. It has upwards of 2,000 members. 
It exists for the purposes of buying and selling, to which all its other functions 
are’subordinate. There is.no-reason to doubt that as between its own members 
it'administers substantial justice. The power that it wields extends to expulsion, 
that*is the taking away from the person expelled his occupation in life. Such 
a ‘body can hardly be interfered with by Parliament without losing that freedom 
of self-government which is the very life and soul of the institution. 


The Committee which govern the Stock Exchange are annually elected, and 
any attempt to force upon the electors rules distasteful to the majority would 
be resisted by the rejection of the Committee which framed them, and the 
substitution of a body more in harmony with the majority. Such a body is not 
fit for the exercise uf judicial powers. Nor have your Committee observed, in the 
evidence of members of the Stock Exchange which has been given before them, 
any very keen appreciation of the evils of the present manner of manipulating 
loans, or any fertility of resource in devising remedies. Your Committee fear, 
therefore, that the remedy, if any, for the evils disclosed, will not be provided 
bythe members of the Stock Exchange, neither does it appear that strict rules 
for their guidance can be laid down by the Legislature, yet your Committee 
- believe that if some of the suggestions made in this Report be fully acted upon 
bythe Committee of the Stock. Exchange, considerable: protection will’ be 
secured to the public. 


It was suggested by some witnesses that the evils which your Committee have. 
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described would be met by legislation rendering illegal all contracts before 
allotment. But your Committee were distinctly told by the Chairman of the 
Stock Exchange Committee, that if such a law were framed that committee 
would expel a member who, having dealt in a loan before allotment, refused to 
fulfil his contract on the ground of its illegality. In all cases when a contract 
is made illegal for some reason which does not carry with it a moral taint, a legal 
debt is changed into a debt of honour, and thus the payment, instead of bei 
prevented, is made more certain. So long as the Stock Exchange has the power 
of expelling one of its members without appeal or redress, it can be bound 
by no law which it does not choose to obey. When it loses that power, its 
means of self-government are gone, and the Society as at present constituted 
is at an end. 


It has been shown to your Committee that while it is easy to obtain a 
settling day for a loan from the Committee of the Stock Exchange, it is more 
difficult to obtain an official quotation. The result is, that the granting 
an official quotation gives to a loan a certain prestige to which it may not 
really beentitled. Your Committee think that whatever is sufficient to ebtain a 
settling day, ought aiso to give an official quotation, and that a settling day 
“should be granted to all proposals net on the face of them illegal, in which there 
is sufficient dealing to make it convenient to the public that such dealings should 
be made known. Itseems a mistake to treat the publicity of the prices that rule 
as the privilege of the issuer; that publicity is equally desirable for the sake of 
the community, as it constitutes the best security against many kinds of frauds 
but your Committee doubt if any court, however carefully constituted, ought 
to be intrusted with the duty of deciding for the public whether an mvestment 
is sound or not. The business of the Stock Exchange is to buy and sell, not 
good securities only, but all securities that are dealt in, and it is hardly fair and 
hardly wise to entrust to it the power of suppressing those questivnable pro- 
posals by wirich it alone, of all the public, is certain to benefit. 


According to the present practice, the Committee of the Stock  Ex- 
change quote the whole amount of a loan, although in fact part only of it may 
have been allotted io the public, and a very small percentage of the actual, 
amount subscribed for. Saal 


It was admitted by the Chairman of that Committee that it is desirable for 
the public to know whether a sufficient amount of a loan has been subscribed. 
for to carry out the railway or other works for which the loan was raised, and. 
upon which it is in many cases secured; and although he anticipated great 
difficulty in ascertaining and publishing from time to time the amount actually 


allotted, yet he admitted that it might be done. 


In this cpizion it will be seen that other witnesses concurred; and upon the 
best consideration your Committee can give, they are of opinion that returns. 
should be from time to time published in the official Stock Exchange list, not 
only of the nominal amount of the loan which now appears in that list, but of. 
the actual amount held by the public on which interest is then paid. Such. 
returns the contractors should be required to furnish at certain intervals, and. 
any false statement should be made penal. > 


Your Committee have already pointed out that in some cases the agen ANP 
the borrowing Governments have authorised the contractors to buy | tee 
large portion of the loan with the money received from the allottees. It is 
manifest that this fact, if known. would materialiy affect the judgment of the 
public in respect to the value of the loan. It therefore seems to your Com-. 
mittee that where such transactions have taken place, they should not be con- 
cealed. Your Committee are well aware of the difficulty of obtaining such. 
information, but it seems to them that the Stock Exchange Committee, before. 
granting a settling day, should require the production of a statutory decl aan, 
by the Special Commissioner, if any, of the foreign Government, and by the. 
contractor or agent for issuing the loan, stating, as the case may_ a clther, 
that no part of the proceeds of the loan has been, or is to be devoted to buying. 
back any of the stock, or that the borrowing Government has reserved to itself, 
or its agent, the right to re-purchase part of the loan, the amount of w nick d 
should be stated. ig ae 
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Your Committee have had their attention: called to the system of “ draw- 
ings ” which has lately been extensively applied to foreign ioans. It is similar 
in its effect to the old lottery schemes, and its operation has undoubtedly 
tended to increase speculation, until it has become gambling, in these loans. 

The issue price of loans to States of doubtful solvency is frequently from 20 
to 30 per cent. below the amount contracted to be repaid. Thus, a 1007. bond 
may be issued at 75./; semi-annual drawings are announced of a certain number 
of bonds to be repaid at 100/. These drawings often commence within six 
months of the issuing of the loan, and sometimes before all the instalments are 
paid in respect of it by the allottees. 

By these means the public are tempted to apply for or purchase the stock, in 
the hopes of drawing the prize which they will gain by receiving 100/. for a 
bond for which they have only paid 75 /. 

This practice must prove most disastrous to the borrowing Government, which 
thus has to repay at a heavy loss borrowed capital before there has been time 
to utilise it, and in some cases before the whole of it has been received. 

It is apparent that this system differs essentially from that of a properly con- 
stituted sinking fund, through which provision is made by the borrowing State 
for paying off its debt by purchasing annually a certain number of bonds at the 
market price of the day. 

There is difficulty in suggesting the exact terms of any legislative enactment 
by which this evil can be remedied. But your Committee are of opinion that 
if all such drawings were prohibited urtil after the expiration of 18 months 
from the payment of the last instalment due in respect of the loan, much 
would be done to check the gambling transactions to which reference has above 
been made. 


Your Committee have carefully considered the Bill for the compulsory re- 
gistration of Foreign Loans, and have examined two Members of the House 
whose names are on the back of it. They do not think that it will be expedient 
to proceed further with the measure. Registered documents are seldom 
inspected until the mischief against which they might have guarded is done, 
and are more useful in furnishing weapons for litigation than safeguards against 
loss. To declare unregistered documents to te null and void, would be 
certain to produce much confusion and injustice ; and yet without such a pro- 
vision, persons entering into questionable contracts and combinations, would 
run the risk of actions or penalties, rather than disclose matters which 
they have the greatest interest to conceal. It is, besides, easy for such persons 
to transport themselves beyond the jurisdiction of English Courts, as the 
evidence taken before your Committee proves. Your Committee prefer to 
trust to the plan of requiring certain matters to be stated in the prospectus, 
which appears to afford the best security for full disclosure which the case 
admits of. 


The Companies Act of 1867 affords a precedent for requiring certain things 
to be stated in the prospectus, and for making false statements or wilful omission 
aground for a civil action. 


Your Committee think this principle might be applied in the case of a pro- 
spectus for a foreign loan. 


They think the prospectus should state (among other things)— 

1. The authority from the borrowing State. 

2. The public debt of the State. 

3. The revenue of the State for the preceding three years. 

4. In case of special hypothecation, a full statement of the revenues, 
lands, forests, public works, or other property upon which the proposed 
loan is secured, and of prior charges, if any, upon such security. ee 

5. A statement that no part of the proceeds of the loan is to be applied 
in buying back any of the stock, or (as the case may be) the amount, if 
any, which the borrowing Government reserves to itself the right to re- 
purchase and cancel. 

6. The funds out of which the interest is to be met during the next five 
years. 
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Your Committee have been much impressed, in the course of their in- 
quiry, with the great importance of the functions exercised by the agent or / 
contractor fora foreign loan. Considering that: in several of the cases which 
they have’ examined there has been something closely resembling repudiation, 
based upon the alleged misconduct of the agents in this country, they cannot 
escape the conviction that the proper discharge of these duties is ‘a matter of)’ 
importance, not only to the subscribers, but to the nation at large. They:submit. 
to the wisdom of Parliament, whether it is proper that an office, on the: duei 
exercise of which depends in no small degree our good understanding with the: 
borrowing country, and our reputation for honesty and good faith; should be 
exercised by any person who may choose to undertake it, or, worse still, to. whom 
the representative of some petty or insolvent state may choose to intrust-it. 


In conclusion, your Committee feel bound to express their conviction that 
the best security against the recurrence of such evils as they have above de- 
scribed will be found, not so much in legislative enactments as in the enlighten- 
ment of the public as to their real nature and origin. Your Co nmittee hope 
that the history of the foreign loans embodied in this Report will tend to 
enlighten the public, and to render it more difficult for unscrupulous persons 
to carry out schemes such as those which, in the cases on which it has been 
the duty of your Committee to report, have ended in so much discredit and ~ 
disaster. 


29 July 1875. 
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PROCEEDINGS OF THE COMMITTEE. 


Thursday, 4th- March 1875. 


MEMBERS PRESENT: 


Mr. Ellice. ~ Mr. Puleston. 

Sir Charles Mills. Mr. Kirkman Hodgson. 

Sir Henry James. Sir Henry Holland. 

Mr. Walter. Mr. Stephen Cave. 

Mr. Lowe. Mr. Watkin Williams. 

Mr. Edward Stanhope. Sir Charles: Russell. 
‘Mr: Whitbread. Mr. Bourke. 


Mr. Lowe was called to the Chair. 


~ The Committee deliberated. 
_ [Adjourned till Thursday next, at Twelve o’clock. 


Thursday, Vith March 1875. 


MEMBERS PRESENT: 
‘Mr. Lowe in the Chair. 


Mr. Walter. Sir Henry James. 

Mr. Stephen Cave. Mr. Kirkman Hodgson. 
Mr. Bourke. Mr. Watkin Williams. 
Mr. Puleston. Mr. Solicitor General. 
Sir Charles Russell. Mr. Ellice. 

Sir Henry Holland. Mr. Edward Stanhope. 
Sir Charles Mills. 


The Committee deliberated. 


Motion made, and Question, “ That the evidence of all witnesses examined before this 
Committee (except those who shall be exempted by special Resolution) shall be taken 
upon oath ”—(Sir Henry James),—put, and agreed to. 


Mr. G. H. White was sworn, and examined; Mr. S. Herman.de .Zoete was sworn, and 
examined; and Mr. Septimus R: Scott was sworn, and examined. 


[ Adjourned till Monday next, ‘at’ Twelve o’clock. 


Monday, 15th March 1875. 


— 


MEMBERS PRESENT: 
Mr. Lowe in the Chair. 


Mr. Walter. Mr. Edward Stanhope. 
Mr. Puleston. “Mr. Ellice. 
Mr. William Shaw. “Mr. Stephen Cave. 
Sir Henry Holland. Mr. Whitbread. 

» Sir Henry James. »iMr. Kirkman Hodgson. 
Sir Charles Russell. Mr. Bourke. 


Mr. Watkin Williams. . 
Mr. S. Herman de Zoete was further examined. 
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Mr. Hyde Clarke was sworn, and examined; Mr. Bernard Cracroft was sworn, and 
examined; Mr. James L. Hart was sworn, and examined; and Mr. William M‘Kevan 
was sworn, and examined. 


[ Adjourned till Thursday next, at Twelve o’clock. 


Thursday, 18th March 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. Sir Charles Mills. 

Sir Charles Russell. Sir Henry Holland. 

Mr. Edward Stanhope. Mr. Bourke. 

Mr. Ellice. Mr. Stephen Cave. 

Mr. Walter. Mr. William Shaw. 
Mr. Puleston. Mr. Kirkman Hodgson. 

Mr. Whitbread. Mr. Watkin Williams. 


Mr. James L. Hart was further examined; and Mr. William M*Kewan was further 
examined, 


Mr. James Kirkwood was sworn, and examined; Mr. Thomas John Pittar was sworn, 
and examined; Mr. Robert George Cooper was sworn, and examined ; Mr. William Binney 
was sworn, and examined; Mr. Ernest Robertson was sworn, and examined; and Mr. 
Leonard Davids was sworn, and examined, 


Mr. William M‘Kewan was further examined. 


The Rev. Thomas Simpson was sworn, and examined; Mr. Thomas Hodges was sworn, 
and examined; and Mr. Benjamin L. Lewis was sworn, and examined. 


[ Adjourned till Monday next, at Twelve o’clock. 


Monday, 22nd March 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. Stephen Cave. 
Mr. Kirkman Hodgson. Mr. Puleston. 

Sir Charles Russell. Mr. William Shaw. 
Mr. Edward Stanhope. Sir Charles Mills. 
Mr. Watkin Williams. Sir Henry Holland. 
Mr. Bourke. ; Mr. Ellice. 

Mr. Walter. Mr. Whitbread. 


Mr. James Poingdestre was sworn, and examined. 
Mr. Leonard Davids was further examined, 


Mr. Charles Waring was sworn, and examined; and Captain Bedford Pim, B.N. (a 
Member of the House), was sworn, and examined. 


Mr. Charles Waring was further examined. 
Mr. Cavendish Taylor was sworn, and examined. 


[Adjourned till Thursday 8th April, at Twelve o’clock. 
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Thursday, 8th April 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. 

Mr. Kirkman Hodgson. 
Mr. Edward Stanhope. 
Sir Charles Russell. 
Mr. Solicitor General, 
Mr. Bourke, 


Mr. Whitbread. 
Mr. Puleston. 

Mr. William Shaw. 
Sir Charles Mills. 
Sir Henry Holland. 
Mr, Stephen Cave. 


Mr. Walter. Mr. Watkin Williams. 


A letter from M. Victor Herran, Honduras Minister in Paris, addressed to the Chair- 
man of the Committee, was read. 


Mr. Leonard Davids was further examined; and Mr. Charles W. aring was further 
examined. 


Mr. Richard Evans was sworn, and examined. 
The Committee deliberated. 
Mr. Richard Evans was further examined. 


Mr. Joseph Tucker was sworn, and examined; and Mr. George Hatfield D. Gossip was 
sworn, and examined. 


Mr. Richard Evans was further examined. 
Mr. James Barclay was sworn, and examined. 
Mr. George Hatfield D. Gossip was further examined,' 


Mr. William M‘Candlish was sworn, and examined, 


{ Adjourned till Monday next, at Twelve o'clock. 


Monday, 12th April 1875. 


MEMBERS PRESENT ; 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. Whitbread. 
Mr. Kirkman Hodgson, Mr. Puleston. 

Sir Charles Russell. Mr. William Shaw. 
Mr. Edward Stanhope, Sir Charles Mills. 
Mr. Watkin Williams. Sir Henry Holland. 
Mr. Walter. Mr. Bourke. 


Mr. Stephen Cave. 


The Committee deliberated. 
Mr. Edwin Freshfield was sworn, and examined. 
The Committee deliberated, 


A letter from Mr. Bischoffsheim, who had been summoned to give evidence before the 
Committee, was read, as follows: 


fei * London, 12 April1875. 

“T BEG leave most respectfully to inform you as Chairman of the Committee of the’ 
House of Commons on Foreign Loans, that I am not able to attend at the Committee 
room to-day without being carried, and incurring great physical discomfort, as you will 
see from the enclosed certificate of my medical advisers. 

‘Tf, nevertheless, the Committee should wish me to attend personally I have made the 
necessary arrangements, so that I can be present within an hour’s time. 

“J think it right, however, as a matter of respect to the Committee, to put at once before 
them the course which I think is forced upon me by the position of hardship in which I 
conceive myself to be placed; a course which I should have desired to pursue had I been 
able to attend on Thursday last, which I a? respectfully ask the Committee to allow me 
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to pursue if called upon to appear before vou in person to-day ; and which, if your Com- 
mittee will kindly permit me to do so, I now adopt in this letter. 

“J desire most respectfully to lay before the Committee an opinion received from Mr. 
Cotton, Q.c., and Mr. Charles Bowen, dated 7th April, which is as follows: 


« We have had laid before us the Bill in Chancery, filed by Mr. Godsall against Mr. 
Henry L. Bischoffsheim and others, on the 12th January 1875, with reference to the 
Honduras Loans. We are of opinion that whatever the merits of his case may be, it will 
seriously prejudice Mr. Bischoflsheim as a defendant in the litigation now pending with — 
regard to the Honduras loans, if he is examined as a witness in the inquiry which is now 
being held by the Committee of Parliament on Foreign Loans. We are of opinion that a 
representation to that effect should be made by Mr. Bischoffsheim to the Committee if he 
is called as a witness. The same objection would apply to a general production by him 
of documents. in his possession relating to the loans, without a careful consideration by 
Mr. Bischoftsheim’s legal advisers of the nature of each document before producing it, 
and this is a matter which should also be brought to the consideration of the Committee. 

«7 April 1875. + (signed) “ Henry Cotton, 

: “ Charles Bowen.” 


« Accordingly, I would respectfully ask the Committee to excuse me from answering 
any questions whatsoever, until the time has arrived for the hearing of my cause in the, 
usual course before the Vice Chancellors and other Courts, where the whole question of 
the Honduras loans has been raised in suits in which I am defendant, and where alone it 
can be finally adjudicated upon. In order that my application may be complete, I ask 
leave of the Committee to allow this letter, together with the letters addressed to you by 
myself and my solicitors, on 17th and 18th March, to be entered upon the Minutes. 

“« I await the orders of the Committee, and 

** Have, &c. ORO 08 

“The Right ae kel Lowe, M.P., (signed) ** H. L. Bischoffsheim, 

&e. C. vC. 


The medical certificate referred to in the above letter was read, as follows: 


“Mr. Henry Bischoffsheim has gout in his right foot, and inflammation in. his 
shoulder-joint. He ought not to be exposed to cold or fatigue. If he must go 
upstairs he ought to be carried. a 


“12 April 1875, (signed)  “ James Paget. 
* J. D. Chepmell, M.D.” 


Resolved, “That the Committee are of opinion that the fact that litigation having 
relation to matters now being inquired into before them is pending, does not excuse the 
non-attendance of a witness or his refusal to give evidence; but the Committee having 
considered the evidence already placed before them, do not exercise their power 
to compel Mr, Bischoffsheim to attend in pursuance of the summons he has re- 
ceived,” 

Mr. Edwin Waterhouse was sworn, and examined; and Mr. Robert Watt was sworn, 
and examined. : 


[Adjourned till Thursday next, at Twelve o’clock, 


Thursday, 15th April 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Mr. Watkin Willams. Mr. Stephen Cave. 

Sir Henry James. Mr. Whitbread. Me 
Mr. Kirkman Hodgson. Mr. William Shaw. 7 
Sir Charles Russell. Sir Henry Holland. 

Mr. Edward Stanhope. Sir Charles Mills, 

Mr, Ellice. Mr. Puleston. 

Mr. Walter. Mr. Bourke. 


The Committee deliberated. 


Mr. Edward Herzberg Hartmont was sworn, and examined; and Mr. Henry Cazenove 
was sworn, and examined. i" 
Mr. Edward Herzberg Hartmont was further examined. aie ot 
f Adjourned till Monday next, at Twelve o’clock. 
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Monday, 19th April 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. William Shaw. 
Mr. Watkin Williams. Sir Charles Mills. 
Mr. Kirkman Hodgson. Sir Henry Holland. 
Mr. Edward Stanhope. Mr. Bourke. 

Mr. Ellice. Sir Charles Russell. 
Mr. Russell Gurney. Mr. Solicitor General. 
Mr. Walter. Mr. Stephen Cave. 
Mr. Whitbread. Mr. Puleston. 


The Order of the House of the 16th April 1875, was read, as follows :— Ordered, “ That, 
it being stated in *‘ The Times’ and ‘ Daily News’ Newspapers of the 9th instant, referred 
to in the Order of the House of the 13th instant, that a letter, professing to be written by 
M. Victor Herran, Honduras Minister in Paris, and addressed to the Right honourable 
Robert Lowe, Chairman of the Committee on Loans to Foreign States, was read, and 
made part of the proceedings before the Select Committee on Loans to Foreign States on 
the 8th instant, it be referred to the said Committee to report to the House whether such 
letter was produced and read before the said Committee, and under what circumstances, 
and whether any copy of the said letter was communicated by or on behalf of the said 
Committee to the said newspapers or either of them.” 


DRAFT SPECIAL REPORT proposed by the Chairman, read the first time, as 
follows : 


“1, Tur Committee, on the 22nd March, examined Captain Bedford Pim, a Member 
of the House. In his evidence, he stated that M. Herran, the Minister for Honduras, in 
Paris, had asked him for a bribe of 40,000 2. 


“2. The Chairman, on the 8th April, laid before the Committee a. letter signed ; 
Vr. Herran, written in French, addressed to him from Paris, and received by the post. 


“3. This letter was orally translated into English by Mr. Kirkman Hodgson, a 
Member of the Committee, in presence of the public, including report from ‘ The Times’ 
and ‘Daily News’ Newspapers. After the letter had been read, the reporters of ‘ The 
Times’ and ‘Daily News’ applied to the Chairman of the Committee to be allowed 
to see the original letter in French, in order to correct their report. The Chairman 
permitted the reporters to see the letter in the Committee-room, but not to take it 
away. 


«4, That the circumstances which guided the Chairman in so acting were: That a 
charge of demanding a bribe of 40,0007, had been brought against M. Herran 
by Captain Bedford Pim, and made public as part of the proceedings of the Com- 
mittee. 


“5. That it would have been unjust to have suppressed the denial sent to the 
ae by M. Herran, thus leading to the inference that M. Herran did not deny the 
charge. 


“6. The letter was shown to the reporters, because the Chairman, thought that 
mistakes might arise from the oral translation from French into English, and because as 
be letter was to be published, it was better that it should appear in a perfectly correct 
orm. ; 


DRAFT SPECIAL REPORT proposed by the Chairman, read a second time, 
paragraph by paragraph. 


Paragraph 1, amended, and agreed to. 
Paragraph 2, amended, and agreed to. 
Paragraph 3, amended, and agreed to. 
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Paragraphs 4, 5, disagreed to. 


Paragraph 6, amended, and agreed to. 


Amendment proposed, to add the following new paragraph: “As the letter of M. Herran 
was in substance a denial of the very serious charges contained in the evidence of Captain 
Pim reported above, your Committee are of opmion that it would have been unjust to 
the Minister of Honduras in Paris to have-suppressed his denial of the charges so 
brought against him, and thus to lead to the inference that they were not capable of 
contradiction ””"—(Mr. Russell Gurney)—Question, That this paragraph be added to the 
proposed Report, put, and agreed to. 


Question, That this Report; as amended, be the special: Report of the Committee to the 
House, put, and agreed to. 


Ordered, To Report. 


Mr. Richard Foster, was sworn, and examined. 


| Adjourned till Thursday next, at Twelve o’clock. 


Thursday, 22nd April. 1875. 


MEMBERS’ PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. Sir Charles Mills. 

Mr. Watkin Williams. Sir Henry Holland. 
Mr. Edward Stanhope. Sir Charles Russell. — 
Mr. Ellice. Mr. Kirkman Hodgson. 
Mr. Walter. Mr. Russell Gurney. 
Mr. Whitbread. Mr. Bourke. 


Mr. William Shaw. 
Mr. Richard Foster was further examined. 
Mr. John Pearce was sworn, and examined. 
Mr. Richard Foster was further examined. 


Baron Emile Erlanger was sworn, and examined; and Mr. Lionel Cohen was sworn, and 
examined. 


[ Adjourned till Monday next, at Twelve o'clock. 


= Monday, 26th April 1875. 


MEMBERS. PRESENT: 
Mr. Lowe in the Chair. 


Sir Henry James. Sir Charles Mills. 
Mr. Watkin Williams. Sir Henry Holland. 

Sir Charles Russell. Mr. Kirkman Hodgson. 
Mr. Edward Stanhope. . Mr. Walter. 

Mr. Bourke. ./ Mr. Ellice. 

Mr. Whitbread. © Mr. Russell Gurney. 


Mr. William Shaw. ’ “Mr. Puleston. 
Mr. Charles Schiff was sworn, and examined. ; 
Mr. Richard Foster was further examined. 


Mr. George Flemming was sworn, and examined ; and Mr. Francis William Slade 


was sworn, and examined. 
Mr. George Flemming was further examined; and Mr. Richard Foster was further 


examined, 


[ Adjourned till Thursday next; at. Twelve o’clock. 
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Thursday, 29th April 1875. 


MEMBERS PRESENT: 
Mr. Lowe in the Chair. 


Sir Henry James. 

Mr, Watkin Williams. 
Mr. Kirkman Hodgson. 
Sir Charles Russell. : 
Mr. Edward Stanhope. 
Mr. Bourke. 


Mr. Walter. 

Sir Charles Mills. 
Sir Henry Holland. 
Mr. Ellice. 

Mr. Puleston. 

Mr. Whitbread. 


Mr. George Flemming was further examined; Mr. Charles Waring was further 
examined; and Mr. George Flemming was further examined. 


Mr. Charles Lewis (a. Member of the House) was sworn, and examined. 


[ Adjourned till Monday next, at Twelve o’clock. 


Monday, 3rd May. 1875. 


MEMBERS PRESENT: 
Mr. Lowe in the Chair. 


Sir Henry James. Sir Henry Holland. 
Mr. Watkin Williams. Mr. Puleston. 

Sir Charles Russell. Mr. Walter. 

Mr. Edward Stanhope. Mr. William Shaw. 
Mr. Bourke. Mr. Kirkman Hodgson. 
Mr. Whitbread. Mr. Ellice. 

Sir Charles Mills. 


Mr. Benjamin Buche Crreene was sworn, and examined; Mr. Albert Grant was sworn, 
and examined; Mr. Aleaander Francis Baillie was sworn, and examined; and Colonel 
Joseph Adolphe Mendez was sworn, and examined (through an interpreter). 


Mr. Herbert Lindon was sworn as Interpreter. 


‘A letter from ‘the Special Financial Commissioner from the Republic of Costa Rica, 
addressed to the Committee, was read. 


Mr. Lionel Cohen was further examined. 
[ Adjourned till Monday next, at Twelve o’clock. 


Monday, 10th May 1875. 


MEMBERS PRESENT : 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. Puleston. 
Sir Charles Russell. Mr. Kirkman Hodgson. 
Mr. Ellice. Mr. Watkin Williams. 
Mr. Walter. | Mr. Whitbread. 
Sir Charles Mills. | Mr. Bourke. 

| 


Sir Henry Holland. Mr. Edward Stanhope. 


| 
M. Victor Herran was sworn, and examined (through an interpreter). 
Mr. Herbert Lindon was sworn as Interpreter. 


Captain Bedford Pim, R.N. (a Member of the House), was further examined; Mr. 
Samuel Herman de’ Zoete was further examined; and Mr. Henry Cazenove was further 
examined. 


[Adjourned till Thursday next, at Twelve o’clock. 
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Thursday, 13th May 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. Walter. 

Mr. Ellice. Sir Charles Russell. 
Sir Charles Mills. : Mr. Puleston. 

Sir Henry Holland. Mr. Whitbread. 


Mr. Edward Stanhope. Mr. Kirkman Hodgson. 
Mr. Watkin Williams. : 


Mr. James Ford was sworn, and examined; Mr. Nathaniel Mayer de Rothschild 
(a Member of the House) was sworn, and examined; Mr. Henry Brinsley Sheridan 
(a Member of the House) was sworn, and examined; Mr. George Webbe Medley was 
sworn, and examined; and Mr. George Menzies Clements was sworn, and examined. 


Mr. James Ford was further examined. 


[ Adjourned till Monday, 7th June, at Twelve o’clock. 


Monday, 7th June 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Mr. Edward Stanhope. Mr. Whitbread. 

Mr. Watkin Williams. Sir Henry James. 

Mr. Walter. Mr. Bourke. 

Sir Charles Mills. Mr. Stephen Cave. 

Sir Henry Holland. Mr. Puleston. ih 
Mr. Ellice. Mr. Kirkman Hodgson, 


The Committee deliberated. 
[ Adjourned till Monday next, at Twelve o’clock. 


Monday, 14th June 1875. 


MEMBERS PRESENT: 


Mr. Walter. / Mr. Ellice. .. 

Mr. Edward Stanhope. Mr. Whitbread. 

Sir Charles Mills. Mr. Kirkman Hodgson. 
Sir Henry James. Mr. Lowe. 

Mr. Watkin Williams. Mr. Stephen Caye. 
Mr. Bourke. Sir Henry Holland. 


In the absence of Mr. Lowe, Mr. WALTER was called to the Chair. Afterwards, Mr. 
Lowe in the Chair. 


The Committee deliberated. « 
‘ [ Adjourned till Thursday next, at Twelve o’clock. © ~ 
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Thursday, \7th June 1875. 


MEMBERS PRESENT: 
Mr. Lowe in the Chair. 


Mr. Edward Stanhope. Mr. Stephen Cave. 
Mr. Walter. Mr. Whitbread. 

Sir Henry Holland. Sir Henry James. 

Mr. illice. Mr. Kirkman Hodgson. 
Sir Charles Mills. Mr. -Puleston. 


The Committee deliberated. 
[ Adjourned till Monday next, at Twelve o’clock. 


Monday, 2ist June 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. 

Mr. Bourke. 

Mr. Edward Stanhope. 
Sir Charles Mills. 

Sir Henry Holland. 


Mr. Ellice. 

Mr. Whitbread. 

Mr. Walter. 

Mr. Stephen Cave. 

Mr. Kirkman Hodgson. 


The Committee deliberated. ; 
[ Adjourned till Thursday next, at Twelve o’clock. 


Thursday, 24th June 1875. 


MEMBERS PRESENT: 
Mr. Lowe in the Chair. 


Sir Henry James. Sir Henry Holland. 
«Mr. Edward Stanhope. Mr. Puleston. 
Mr. Watkin Williams. Mr. Kirkman Hodgson. 
Mr. Ellice. : Mr. Bourke. 
Mr. Walter. Mr. Stephen Cave. 
Mr. Whitbread. 


Mr. James Ford was further examined ; Mr. Bernand Cracroft was further examined ; 
and Mr. Edwin Waterhouse was further examined. 


Mr. Edward Haslewood was sworn, and examined; and Mr. George B. Kerferd was 
sworn, and examined. 


Captain Bedford Pim (a Member of the House) was further examined; Mr. Hyde. 
Clarke was further examined; and Mr. J. Ford was further examined. 


! Adjourned till Monday next, at Twelve o'clock. 
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Monday, 28th June 1875. 


MEMBERS. PRESENT : 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. Whitbread. 

Mr. Edward Stanhope. Mr. Stephen Cave. 
Mr. Ellice. Mr. Watkin Williams. 
Mr. Walter. ' Mr. Puleston. 

Sir Charles Mills. Mr. Kirkman Hodgson. 
Mr. Bourke. 


The Committee deliberated. 
[ Adjourned till Thursday next, at Twelve o’clock. 


Thursday, \st July 1875. 


MEMBERS PRESENT ; 


Mr. Lowe in the Chair. © 


Sir Henry James. Mr, Walter. 

Mr. Edward Stanhope. Mr. Watkin Williams. 
Mr. Ellice. Mr. Stephen Cave. 
Mr. Bourke. Mr. Kirkman Hodgson. 


The Committee deliberated. c 
| Adjourned till Monday next, at, Twelve o’clock. 


Monday, 5th July 1875. 


MEMBERS PRESENT: , 


Mr. Lowe in the Chair. 


Sir Charles Mills. Mr. Ellice. 

Sir Henry James. Mr. Whitbread. 

Mr. Edward Stanhope. © Sir Henry Holland. 
Mr. Watkin Williams. : Mr. Kirkman Hodgson. 
Mr. Walter. Mr. Puleston. 


The Committee deliberated. 
[ Adjourned till Thursday next, at Twelve o’clock. 


Thursday, 8th July 1875. 


MEMBERS PRESENT : a 


Mr. Lowe in the Chair. 


Sir Henry James. ! Mr. Kirkman Hodgson. 
Mr. Edward Stanhope. Mr, Stephen Cave. 
Mr. Walter. . Mr. Puleston. 

Sir Henry Holland. i oo, ty Mr, Whitbread: 


The Committee deliberated. 
[Adjourned till Monday next, at Twelve o’clock. 
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‘Monday, 12th July 1875. 


MEMBERS PRESENT ; g 


Mr. Lowe in the Chair. 


Mr. Walter. Mr. Bourke. 

‘Mr. Whitbread. Sir Charles Mills. 

Sir Henry Holland. Mr. Kirkman Hodgson. 
Mr. Edward Stanhope. Mr. Stephen Cave. 

Sir Henry James. Mr. Puleston. 


Mr. Watkin Williams. 


DRAFT REPORT, proposed by Sir Henry James, read the first time, as follows: 


“1, Your Committee first proceeded to inquire into certain loans effected by the Re- 
public of Honduras. 


** The earliest of these loans was issued in London and Paris in the year 1867. Evi- 
dence was given before your Committee as to the pecuniary resources of Honduras at the 
time it thus became a borrower in the English and French markets. 


“2. Inthe year 1825: a loan had been negotiated in London by the Federal States of 
Central America for 163,000/., bearing interest at 6 per cent. On the dissolution of the 
Federation in 1827 the liability in respect of this loan was apportioned in the following 
shares :— 


£- 
Honduras, two-twelfths  - - - - -| 27,200 
Guatemala, five-twelfths - ~ = - - | 67,900 
Salvador, two-twelfths - - - - - | * 27,200 
Nicaragua, two-twelfths  - - - - - | 27,200 
Costa Rica, one-twelfth - ~ - ~ - | 13,500 


Total. - .- - £4]. 163,000 


«3. No payment.was made on account of the principal or interest thus due from. the _ 


State of Honduras from the year 1827 until after the issue, in 1867, of the first of the 
loans which’ form the subject of the present inquiry. In July of the latter year the prin- 
cipal and accumulated interest owing by the Republic in respect of the Federal debt 
amounted to 90,075 7. 


« 4, At this time Honduras had incurred certain other liabilities, of which one, called 
‘The Carmichael Claim,’ dated from 1852, and amounted to 54,580 dollars (10,900 2.) The 
Honduras Government ‘offered to pay that sum to the representatives of Mr. 
* Carmichael.in mahogany ; but was not able to fulfil that arrangement, and the English 
‘ Government has in consequence made serious and repeated reclamations, which are still 


‘ pending.’ 


*°5. Another pending claim of Carmichael, and other claims which were annexed to it, 
amounted to a.sum of 26,761 dollars (5,345 /.). In 1856 the proceeds of the Custom-houses 
of Truxilo,and Omoa had. been pledged to Sir C. Wyke for the payment of this claim; 
only 3,345,dollars (669 /.) has been received from this source; 1,800 7. has been paid in 
respect of this debt by the Minister in London out of the proceeds of the loans the sub- 
ject.of this inquiry. The English Government also had a claim upon the Republic. 
Article IIT. of a Treaty between Great Britain and Honduras, signed in 1859, and called 
the’ Mosquito Convention, states that— 


« «The Republic. of Honduras, wishing to educate the Mosquito Indians and to improve . 


‘ their social condition in the district occupied by them, will grant an annual sum of five 
‘ thousand dollars in silver or gold, during the next ten years, for that purpose, which 
“shall be paid to the chief of the Moscos in that district, that payment being guaranteed 
‘by a lien upon all the timber and upon all the other natural products (whatever they 
“may be) of the uncultivated lands in the Bay Islands and in the Mosquito territory. 

«© These payments shall be made by half yearly instalments of 2,500 dollars each; the 
‘first of these payments shall be made six months after the exchange of the ratifications 
“of the present Treaty.’ 

“Tn respect of this undertaking only one instalment of 5007. has been paid by ‘the 
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Minister of Honduras in London, Don Carlos Gutierrez; this was on the 26th of August 
1861. 


«6, In addition to these liabilities the Honduras Government were indebted to the firm 
of Judah Hart & Co., merchants, in London, in the sum of 7,300 7. for money borrowed, 
partly to pay the 500 J. paid to the English Government in 1861, and partly for muskets 
supplied by that firm to the Republic, and for interest upon the sum so advanced. As a 
security for this advance the Honduras Government hypothecated to Messrs. Hart all the 
revenues of the country. 


“7. The indebtedness of Honduras, so far as it was known in England, in 1867, appears 
therefore to have stood thus :— 


© 


Payments 
Date. on Amount. on Account 
previous to 1867, 
‘ Eee £. 
1827 Federal Debt, Principal and accrued Interest in arrear = - 90,075 ve 
1852 - | “Carmichael Claim,’ 54,830 dollars See Welt 10,900 = 
1852 - | Carmichael and others, Chatfield Cruz Convention, 26,761 
dollars - - - - - - - 3 7 = 5,345 669 - - 
1859 - | British Government, under Mosquito Convention, Eight 
years at 1,0007. - - - - - - - - 8,000 500 ice 
T3861 os | Judah Hart & Co. - - - - - - = - 7,300 — 
121,620 1,169 abel 
1,169 
Batance of Indebtedness in 1867 - - - £. 120,451 ' 
ee Cee ee 


‘¢ 8, In the course of this inquiry Don Carlos Gutierrez, the Minister of Honduras in this 
country, placed before your Committee ‘An Historical Account of the Mischances in 
‘regard to the construction of a Railway across the Republic of Honduras,’ written by 
the Secretary of the Honduras Legation. A note to the English edition stated that this 
Historical Account had been written by order of the Honduras Government, communi- 


cated to the Minister Plenipotentiary in London, at the beginning of November 1874, - 


and that in December the Minister Plenipotentiary in London directed the Secretary of 
the Legation to draw up the said Historical Account, in accordance with the records in 
the archives of the Legation. In this document, which is referred to in this Report as 
‘ The Historical Account,’ it is stated that the representative of Honduras, Don Leon 
Alvarado, ‘saw himself under the imperative necessity of arranging the Federal debt, 
‘because without such previous arrangement nothing—absolutely nothing—could be 
‘attempted in regard to the projected loans for the construction of the railway.’ 


«<¢9. So the arrangement was made by issuing 90,0007. nominal value in bonds with 
‘5 per cent. interest, which bonds were distributed in the following manner :— 


‘To the former holders of bonds of the Federal debt, new £ 

“ bonds were delivered to the value of - < - - 55,000 
‘With Messrs. Hart & Co. new bonds were deposited as secu- 

‘rity for their effective claim of 7,300 /. to the amount of - 15,000 


‘Delivered to the Commissioner Senor Don Leon Alvarado, 
‘for expenses, &c., including 2,0007. in bonds to Mr. 
‘Haslewood, the broker - - i = 2 < - 20,000 


a 


90,000 


‘Total amount of Bonds issued to pay the old) £ 
‘Federal Debt of Honduras - - = mS 8 


“¢Tt was intended to redeem these bonds in due course, with funds which would be 
‘destined for the purpose, arising from the loans intended for the construction of the 
‘railway, in accordance with the powers and instructions sent by the Government; and 
‘as a security for the fulfilment of this arrangement, the revenues of the Custom House 
‘of Amapala were pledged, upon which there was already a loan, by order of Congress, 
‘for the pending debt of Messrs. Hart.’ 

“Tt will be seen that by this arrangement the debt of 90,075 7. was compromised for a 
payment in bonds of 55,000 1., whilst the rate of interest on the capital sum due was 
reduced from 6 to 5 per cent. 


“10. In relation to the general financial position of Honduras, the following statement 
is found in the Historical Account. 

“Tt will be easily understood that the Republic of Honduras had not that state of 
‘ material development, density of population, favourable condition of finances, organised 
‘resources, or industry and commerce, to be in the most appropriate position for the issue 
‘of a loan of a million sterling, with probabilities of success in the English market; that 


‘is, a loan 36 times greater, than that part of the Federal debt belonging to Honduras, — 


‘ which had just been arranged, and the interest on which the Republic had neither been 
: ‘ able 


Ee Le 
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‘able to pay, nor to give anything on account of it for 40 years, although the amount of 
‘that interest was then only 1,632 2. a year. 

« © Besides, what guarantees, what pledges, what securities satisfactory to the public 
‘ could they offer who were commissioned to launch that loan on the market in the name 
‘of the Government of Honduras ? 

«© < The reyenues of the Custom Houses of Omoa, Truxillo, and Amapala, which are 
‘very moderate and absolutely necessary to the Government itself to provide for the 
‘ necessities of its administration, were already pledged; besides, they would not suffice 
‘to guarantee a loar. of a twentieth part of that sum.’ 


* HonpurRAS LOAN OF 1867. 


“11, Such being the financial condition of Honduras, M. Victor Herran and Don Carlos 
Gutierrez, the representatives of its Government in Paris and London, on the 25th of 
October 1867, entered into an agreement in writing with Messrs. Bischoffsheim & 
Goldschmidt, under the terms of which a loan for 1,000,000 /. sterling nominal value 
was to be issued in London and Paris. 

« By this agreement Messrs. Bischoffsheim & Goldschmidt contracted to issue the loan 
on commission. The document did not disclose what the amount of commission was to be 
for issuing the loan. The Government of Honduras undertook to pay annually 140,000 7. 
for 15 years, at the end of which time the Republic was to be entirely released from 
liability. The yearly payment was guaranteed by a special hypothecation of the revenues 
of the railway, and by a first mortgage upon all the domains and forests of the State. 
From the day of the issue of the loan until its complete repayment, all the produce of the 
domains and forests, such as mahogany, indigo, and cotton, was to be forwarded and con- 
signed exclusively to London, to Messrs. Bischoffsheim & Goldschmidt, who were to apply 
the proceeds towards the payment of the interest and sinking fund. This agreement was 
produced before your Committee by the Chairman of the Stock Exchange. Upon the 
same day (25 October 1867) an ‘ additional agreement’ was entered into between the 
same parties, which contained the terms apon which Messrs. Bischoffsheim & Goldschmidt 
contracted to issue the loan, and also ‘applied’ the fund proposed to be raised. This 
agreement appears neyer to have been made public, and was not produced before your 
Committee. Its existence is disclosed by a recital in the deed of 30th June 1868. 


“12. On or about 6th November 1867, the Prospectus containing the terms on which 
this loan was to be issued was published. The loan was for 1,000,0002 (nominal) 
at an issue price of 80/. per cent.; the payments of the instalments were to be com- 
pleted on the Ist April 1869, and after allowing for deductions for interest on the 
instalments paid, the sum to be received in respect of each 100/. bond would amount to 
737. 11s. 103.d., or 735,937 1. for the whole loan. Interest was to be paid by the Govern- 
ment of Honduras at the rate of 10/. per cent. on the nominal value of the bonds, and a 
sinking fund of 3/. per cent. per annum was to be provided, by which means the loan 
would be paid off at par within 17 years. The Prospectus stated that the loan was raised 
for the purpose of being applied towards the construction of an inter-oceanic railway from 
Puerto Caballos, on the Atlantic, to the Bay of Fonseca, on the Pacific. The interest 
and sinking fund were stated to be specially guaranteed by a first charge upon the 
intended railway and its revenue, and also by a first mortgage upon the whole of the 
domain and mahogany forests of the State of Honduras. 


«13. Applications were received in London for 818,700/. (nominal value) of the loan, 
and 501,1007. was allotted, in respect of which, 74,782/. (or 15 per cent. approximately), 
representing the instalments due, was paid to the London and County Bank. 


* 14, On 5th December 1867, Messrs. Bischoffsheim & Goldschmidt gave the following 

certificate to the Committee of the Stock Exchange :— 
saa ‘ Founders’ Court, Lothbury, 
* Gentlemen, ‘5 December 1867. 

‘ We hereby certify that 501,1002 of the Honduras Railway Lean has been allotted 
‘in England, and that 74,7824. 3s. 1d. has been paid thereon till now. The remainder 
*‘ has been appropriated to the Continent, and is represented by French scrip. The defi- 
‘ nitive bonds will, however, be all alike. 


‘We are, &c. : 
(signed) ‘ Bischoffsheim & Goldschmidt, 
‘ Agents for the Honduras R. W. Loan. 
‘ To the Committee of the Stock Exchange.’ 


Except the statement contained in this certificate, there was no evidence before your 
Committee showing how much of the loan was allotted abroad. 


«15. If the portion of the loan so allotted in London had remained in the hands of the 
public, the instalments payable in the year 1868 would have amounted to 75,0002, and in 
1869 to 200,000 7. (less deductions for interest). The payments actually made in respect 
of such instalments were, in 1868, 56,8007. and in 1869, 6,724 J. 


* 16. The ‘ Historical Account ’ furnished by Don Carlos Gutierrez states, in refe- 
rence to this allotment: ‘ The first Honduras Loan, in spite of all the advartages which 
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‘it offered, to the subscribers, and the high respectability of the house which: managed: 
‘the operation, was received by the public with perfect indifference, with profound con= 


‘tempt; and according to the deficient and vague information which reached the Legation, 


‘there were hardly any other subscriptions than one of about 10,0007. made by the firm 


‘of Bischoffsheim itself.’ Mr. Lefevre, in a letter of 2nd February: 1872; 'makes a 
similar statement: 


“17. It seems difficult to reconcile these allegations with the fact. that 56,800 7. was 
paid upon the instalments due in the year 1868, and with the accounts of the trustees, 
which show that 114,350 /. 13 s, 11 d., part of the monies received from the subscribers to 
the loan was expended in the re-purchase of scrip. By some means, on or before 30th 
June 1868, out of the 1,000,000 /., the nominal amount of the loan, 951,660 7. stock had 
come: into the possession of Messrs. Herran and Don Carlos Gutierrez as representatives 


of the Honduras Government, whilst’ 12,646 1. 4s. .9d., being the instalments which had’ 


been paid in respect of 48,3202. of the loan was standing to the credit of the Government 
of Honduras with. Messrs. Bischoffsheim & Goldschmidt. Therefore, at the above date 
of 30th June 1868, the public held only 48,3207. (nominal value of the loan, the re- 
mainder having, through non-allotment or re-purchase, come into'the hands of the repre- 
sentatives of the Honduras Government. . ; 


“18. On that day a deed was executed, to which Mons. Herran, Don Carlos Gutierrez, 
Messrs. Bischoftsheim & Goldschmidt, Mr. Charles Lefevre, Mr. Cotterill, and Mr. 
Robinson were parties. By that deed, Mr. C. Lefevre ‘ undertook to placé the whole of the 
‘ said definitive bonds representing the said sum of 951,660 /.; 150,000 Z. of the said. bonds 
‘by the end of the year 1868, and the balance during the year 1869.’ After providing 
for the payments of the current interest, Mr. Lefevre undertook to pay the representatives 


of the Honduras Government 68 /. 12s. for each bond in place of the 734. 11s. 104 d.. 


which would have been received from the public under the terms of the Prospectus. 


«<19, By the same deed it was covenanted that out of the monies'so to be received 
from Mr. Lefevre, 73 per cent., until the same should amount to 500,0002, should be 
paid: to Don Carlos Gutierrez, Philip Thomas Blyth, and Henry Luke Robinson, 
trustees appointed for the purposes of the railway; 12 per cent. of such monies, 
until the same amounted to 82,000/., was to be paid to Messrs. Bischoffsheim & 
Goldschmidt in accordance with the terms ‘ of an additional agreement’ dated 25th 
October 1867. As above stated, this additional agreement was not in evidence before 
your Committee, but it appeared, from a recital in the deed of 30th June 1868, that this. 
82,000 2. was composed of the following items :-— 


i 
Commission, of 13 per cent. for brokers and the firm that receive 
subscriptions - - 5 2 5 = = 5 > - - 12,000, 
Annual commission of 10,0007. allotted to Messrs. Bischoffsherm & 
Goldschmidt for payment of coupons and sinking fund for two : 
years - 2h we ; - - - - - 20,000 
Commission of 5 per cent. granted to Messrs. Bischoffschemm & 
Goldschmidt, to paid them out of the first funds realised - - 50,000 


£. 82,000' 


‘ Fourteen and a half per cent. of all such moneys (so to be received from Mr. Lefevre), 
‘ and in alt 100,000, shall be \ paid to, said Don Carlos Gutierrez and Charles Lefevre, 
‘ who are to receive in the aggregate 100,000 7.’ Some small payments: were also to be 
made to the trustees as remuneration for their services. 


“20. Under the terms of this deed bonds to the nominal amount of 175,700 /. only 
appeared tc have been sold, and a new agreement, called ‘The Convention of 15th 
‘ October 1869,’ was made between Messrs. Bischoffsheim & Goldschmidt, Messrs. 
Waring, Mr. C. Lefevre, and Don Carlos Gutierrez, in accordance with the provisions of 
which the bonds remaining in. the hands of the trustees after that date were sold to Mr. 
Lefevre. By this Convention it was, inter alia, agreed that ‘ aninterest account’ was to‘be 
opened in the name, of Mr. C. Waring and Mr. H. Bischoffsheim, into which account’ Mr. 
Lefevre agreed to pay the sum realised by him between 68 /. 12s. and 761. 12's, om the 
future sale of bonds: Don Carlos Gutierrez and Mr. Lefevre, as Government trustees, 
agreed to allow the general trustees to pay the 143 per cent. (the 100,000 /. mentioned in 
the deed of 30th June 1868) to the interest account instead of to Don Carlos Gutierrez. 
In case the French Commissaires (hereinafter mentioned in connection with the Loan of 
1869) should pay the interest on the English Loan, or in case a second loan should be 
raised, so as. to provide interest. on the English Loan, the 144 per cent;should be paid to 
the Government; and to Mr. Lefevre the above difference. between the 68.7. 12s. and: 
76/.12s., after certain payments had been provided for. £.91,000 (nominal) (Messrs. 
Bischoffsheim & Goldschmidt’s commission) was to be placed in a box deposited at the 
Imperial Bank, under the seals of Mr. Henry Bischoffsheim and Mr. Charles Waring,. 
who were to give to Mr. Lefevre a written acknowledgment that 40 per cent., viz., 
36,400 1., belonged entirely to him. The above 91,0007. (nominal) obligations were to be 
realised and paid to Messrs. Bischofisheim & Goldschmidt at any time after the sale of 


300,000 7. (nominal) obligations out of those then remaining unsold, or when the first: , 


section of the railway was opened, or at the latest on lst January 1871. 
“21. It 
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“21. It was. under the terms of these two:instruments that’ the bonds of the loan were, 
through the agency of Mr. Lefevre, sold to the public. | The transaction seems to have 
been effected by the means described by the witness, Mr. Richard Evans. Brokers were 
requested ‘to direct the attention of any of their friends to the security.” The broker 
would then make an offer to the witness, who had received an authority from Mr. 

Lefevre to sell the bonds as‘soon as jhe possibly could, and on the best terms he could, 
which offer was submitted: to. Mr. Lefevre. ‘If it were for a large amount. of stock, 
é‘ Lefevre would:be willing to sell it at. much below the market price.’ In some instances 
the brokers would bind Mr. Lefevre not to sell any new stock before a fortnight or a 
month, and then «then they would go.on with it themselves, and put it on the market.’ 


«92. In order to maintain the stock at a high price, and to prevent its falling in con- 
sequence of the sales thus effected, it became necessary to make purchases of it on the 
Stock Exchange. These transactions appear to have been principally effected through 
the agency of Mr. James Barclay. When the market was flat, he received orders from 
Mr. Richard Evans, acting for Mr. Lefevre, to buy stock for the purpose of stregthening 
the market. ‘Mr. Barclay thus describes what occurred: ‘ First, the jobber would come 
«to me, and say that there were lots of sellers about, and I reported that the first time 
“Mr. Evans came to my office and asked what was going on, and Mr. Evans would go 
‘ with the information to Mr. Lefevre, and come back with the order, ‘* Take so much 
“ stock,’ which I bought on commission. At the settlement, if there were a debtor 
‘ balance to Mr. Lefevre, he would take the stock and pay for it;’ or if Mr. Barclay had 
any stock in hand, he delivered it to Mr. Lefevre. 


© 23, By these means, and upon the terms above mentioned, 631,000 /. (nominal value) 

of the stock of this loan was, between 30th July 1868 and 29th June 1870, sold to the 

public through the agency of Mr. Lefevre. During this period the quoted price of the 

stock was always maintained above its issue price (80/.). In November 1858 it reached 

94 /., and in June. 1870 it was 882. per 100/. bond. | It therefore seems probable that a 

considerable sum was obtained by the sale of the bonds beyondthat paid to the trustees, 
‘The bonds of this loan 1,000,000 /. (nominal) were disposed of as follows: — 


| Nominal Sum, 


£. 
Sold by Trustees to Mr. Lefevre - — - - - - - - 631,200 
Assued to Railway Contractors in discharge of liability to th m_ - 200,000 
Drawn before-issue, and-cancelled a - = - = 2 10,800 
ssued'inrexchange for Scrip - > - - - - - 49,500 
Taken on account of commission and expenses = - “ - 108,560 


£.| 1,000,000 


The Recrrrts and ExpEnpiITuRE of Casu on ‘Account of the Loan appear 
to have been— 


“RECEIPTS. EXPENDITURE 


* 


EE By cr Ess ids 
Instalments on Scrip—London - | 146,115 — - | Paid to Trustees on account of Rail- 
way Contractors (exclusive of 
200,000 7: bonds as above) - + |298,080-°3 4 
TInstalments on Scrip— Paris - -| 8,665 17 8 | Advanced to Messrs. Bischoffsheim 
& Goldschmidt for re-purchase 
of Scrip - - - 5 - {114,330.13 11 
Sdleio® Ores - ps i ’ % 96] — § | Commission (in addition to Bonds, 
108,500) erm )/i- ynel- Os Saeeegiad 10 
aos and, Sinking Fund. - - | 106,042.89 
FE ‘ ; 4 _ | Honduras. Government, to. meet 
rom Mr. Lefevre, on Sale of Bonds |.469,448. 4 BillgGey | OL AOL MD 
Salary of Engineer and Trustees, 
and. Expenses of Mines, &c. - - | 27,876 3 8 
Interest on Federal Debt - - 2,700 -— - 
Balance .carried over to new. Ac- 
Account, 5th August 1871 - - 7,588 8 8 


bo 
a 


£. | 620,085 


““ 24. Default was. made in payment of the interest and sinking fund due in respect of 


‘the loan’ on 31st December 1872, and Ist January 1873, and 31st January 1873, 
‘respectively. 


"25. In:relation to this'loan, your Committee at this stage of their Report only desire 

to poimt out that after the allotment of 501,100 7. (nominal value) of the loan in London, 

the whole of the bonds, except 48,320. (nominal value) camé into the hands of the 
k 2 
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representatives of the Honduras Government; and were afterwards sold to the public 
through the agency of Mr. Lefevre. 


«26. Your Committee postpone their remarks upon the. effect of these dealings until a 
later period of their Report. 


«97, They deem it right to observe that 108,500 U7. bonds (nominal value), which at the 
issue price would be of the value of 86,8007., and 16,8497. 11s. 10d. cash, making 
103,649 1., were paid for commission and expenses connected with the loan. A further 
sum of 30,000 /., out of the proceeds of the 1870 loan (hereinafter mentioned), was also 
applied to the service of this loan. These commissions are, according to the evidence 
before your Committee, greatly in excess of what is usually charged by contractors for 
loans. 


“Tur Honpuras Paris LOAN or 1869. 


« 28, In May 1869, ‘ata time when only a small portion of the loan of 1867 had been 
‘realised in England, which had not produced much more than 100,000 /. in cash, the 
‘remaining bonds being in possession of the trustees,’ the Minister of Honduras in Paris, 
‘M. Herran, in concurrence with’ Senor Leon Alvarado, ‘ took steps’ to issue a loan for 
62,252,700 francs, or 2,490,108 /. sterling. 


«29, The Prospectus of this loan appears in the ‘ Historical Account.’ 


«30. The bonds issued to the public in exchange for scrip were signed by M, Victor 
Herran, ‘ acting in his own name and that of his colleague in London, by virtue of their 
‘ full powers.’ 


“ 31. At the price of issue, viz., 225 francs per bond of 300 frances, this loan should 
have produced 1,867,581 2. 


** 32. Your Committee did not feel it their duty to inquire into the facts attending the 
issue of this loan. It was, however, important to trace how far the funds resulting from 
it have been applied to pay the sums due under the railway contracts, or have reached 
the hands of the trustees of the loans contracted in this country. 


“« 33. Two sums amounting to 61,731 /. were, in the months of March and June 1870, 
paid out of the proceeds ofthis Loan to the railway contractors. Upon the outbreak of the 
French and German war, in July 1870, M. Herran caused 2,500,000 frances in cash, and 
39,000,000 francs in bonds, to be forwarded from Paris to Messrs. Bischoftsheim & Gold- 
schmidt, in London. 

« 34, By an agreement of 19th December 1870, made between Don Carlos Gutierrez and 
‘ Messrs. Bischoftsheim & Goldschmidt, it was agreed that Messrs. Davids & Barnes should 
‘ be appointed trustees of the said 2,500,000 francs and the said obligations.’ All the obli- 
gations were to be sold by the trustees, or by their order, at a price which should be at 
least equal to the price of 10 per cent. English Honduras Stock, at which price Messrs. 
Bischoftsheim & Goldschmidt were to have the option of purchasing all or any part thereof. 


“35. The proceeds were to be applied in paying the interest and sinking fund of the 
loan and in discharging the liabilities to the contractors in relation to the second section 
of the railway. 


“ 36. By deed of 27th July 1871, made between Don Carlos Gutierrez, Messrs. Bis- 
choftsheim & Goldschmidt, Mr. C. Lefevre, and Messrs. Ford & Widdecombe, as trustees, 
Messrs. Bischoffsheim & Goldschmidt, at the request of Don Carlos Gutierrez, and for 
the consideration therein expressed, gave up and resigned ‘all options, benefits, and ad- 
* vantages as to the unissued bonds of the loan of 1869.’ It was also agreed that ‘ Lefevre 
‘ shall have the exclusive right of purchasing and taking all the unissued bonds of the said 
‘loan at the price of 140 francs for each bond, or if the market price of the said bonds 
‘for the time being shall be less than 140 frances, then at the medium market price on the 
‘ Paris Bourse, on the day of such purchase, as declared in and by the official price-list of 
‘the Paris Bourse’ (Cours authentique). Out of this sum‘of 140 francs per bond, Mr. 
Lefevre was to pay Messrs. Bischoffsheim & Goldschmidt five franes for every bond so 
purchased by him, and was also to retain for his own use a commission of five franes for 
each bond, and a sum equal to 2 per cent. on the nominal amount so purchased and taken 
by him from time to time. By these deductions the net price to be received by the 
trustees for each 300 frances (12/.) bond issued at 225 frances became 124 frances (5/. nearly). 
But if Mr. Lefevre sold any of the bonds ata price exceeding 145 franes, he was to pay 
the trustees, or account to them for, all the excess over that price. 


“‘ 37. Under the terms of this deed, the bonds having been placed in the hands of the 
trustees, were sold through Lefevre, and the proceeds brought into ‘a mixed fund,’ 
with those of the loan of 1870. The receipts from the bonds so sold in this country 
amounted to 408,460 /. In relation to the sale of the bonds, of this portion of the loan, 
57,8521. was paid for commission to Messrs. Bischoffsheim & Goldschmidt, and Mr. Lefevre. 
The circumstances connected with the appropriation of interest, on the unissued bonds, 
and the reduction of the price to 104 frans per bond, will be mentioned hereafter, when 
dealing with the loan of 1870. Your Committee had not evidence before them as to the 
amount realised from the portion of the loan disposed of in Paris, but it is to be observed 
that, from that portion, 61,7301. is all that is proved to have been paid to the railway 
contractors. 
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“Top Honpuras LOAN oF 1870. 


“ 38. In the spring of 1870, the funds of the 1867 Loan, being nearly exhaused, and the 
Parisloan having produced but little, Don Carlos Gutierrez ‘ duly reported to the Govern- 
‘ment of Honduras on the result of the loan in Paris, on the new complications which 
‘had arisen, and the unbearable state of affairs, it fresh resources were not in some way 
‘sought for,” . . . . . ‘and the Government having no other resource at disposal 
‘ for the construction of the railway, was obliged to try that expedient again which had 
‘ already produced such evil results twice over, that is a third loan, in order to see whether 
‘the completion of the railway, the object of all its aspirations, could be effected by that 
* means.’ 


39. But the issue of this new loan could not be readily effected. ‘The Historical 
* Account’ placed before your Committee by Don Carlos Gutierrez, says :— 

« « Jt is easy to understand the difficulty of issuing a third loan for the construction of 
‘ the Honduras Railway, when there were already two in the market, one in London and 
‘ the other at Paris; the public being alarmed at the conditions of the second loan, and the 
* Government having no new guarantees to offer, either real or even nominal.’ 


«40, The promoters of the loan appear to have thought it necessary to restore the confi- 
dence of the public before the prospectus for another Honduras Loan could be issued 
with any prospect of success, and the following steps were taken for that purpose. 


* 41. In the Prospectus of the Loan of 1867 it had been stated, ‘ The interest and 
‘ sinking fund of the loan are’specially guaranteed by a first charge upon the intended 
“railway itself and its revenue, and also by a first mortgage upon the whole of the domains 
‘and mahogany forests of the State of Honduras, which, according to official report, are 
‘ of immense value. 

«It is arranged that the whole of the produce of the above mortgaged State domains 
‘ and forests shall be consigned direct to London by the Honduras Government to Messrs. 
‘ Bischoffsheim & Goldschmidt, who will pay over the proceeds of the sale towards the 
‘ annual interest and sinking fund, and the construction of the remaining sections of the 
‘ railway.’ 

«42. Nine days before the Prospectus of the Loan of 1870 was issued, viz. on 11th 
June, the following statement appeared in the money article of ‘The Times’ newspaper : 
“The “ A. N. Lizard ”(sic.) and the “ Hope ” have arrived in the West India Docks from 
‘ Truxillo (Honduras) with cargoes of mahogany and fustic, consigned to Messrs. Bis- 
* choftsheim & Goldschmidt on account of the Honduras Railway Loan. Advices just re- 
* ceived state that the “ Grenmar” and “ Queen of the South” were loading at Truxillo 
‘ with similar cargoes on the same account.’ 


“43, Ividence was given before your Committee that the cargoes of the above-named 
four vessels arrived in this country consigned to Messrs. Bischoffsheim & Goldschmidt. 
A. fifth cargo, that of the ‘Magdala,’ also arrived shortly before 17th March 1871. 
These cargoes were sold by Messrs. Bischofisheim & Goldschmidt, account sales were ren- 
dered by them, and the proceeds, 6,092/. 16s. 2 d. paid by them to the trustees of the loan. 


“44, These cargoes had been purchased in Honduras from private traders by a com- 
mittee called the ‘ Comité Empresario,’ composed of Members of the Government of the 
Republic. Evidence was given that the price of three of these cargoes was paid by bills of 
exchange drawn by the‘ Comité Empresario,’ upon Don Carlos Gutierrez, which bills were 
paid at maturity or shortly afterwards. From the accounts of the trustees, it appears that 
bills of exchange for 15,800 /., evidently drawn on account of these cargoes, were paid 
out of the funds resulting from the loan. Some of these bills were, at the time of pay- 
ment, in the hands of Messrs. Bischoftsheim & Goldschmidt. 


“45, In relation to these shipments, the following statement appears in the ‘ Historical 
* Account ’ :— 

**« Various considerable sums had been sent to the Honduras Government, not only for 
‘the purpose of providing for its peremptory internal requirements, but also to proceed 
‘ with the cutting and exportation of mahogany, and the working of some mines, for the 
‘ purpose of remitting the produce to Europe, and thereby attracting public attention. 
‘ But the Government was unable to send either mahogany or metals ; and only after 
‘ much exertion was the arrival in Europe announced of two cargoes of mahogany on 
‘ account of the Honduras Government, of which the news alone produced the best effects. 
* Unfortunately, that mahogany had not been cut and prepared by order of the Honduras 
‘ Government ; it had been bought by the Government from the mahogany merchants on 
‘ the north coast, and when it came to Europe was found to be of the most inferior quality, 
¢ and much of it in bad condition.’ _ 

«<< There was also a cargo of timber which came direct from Amapala, besides those 
‘ which the Government sent from Belize.’ 


“46. In the opinion of your Committee the purchase of these cargoes, and the 
announcements of their arrival in the form above referred to, were intended to induce, 
and did induce, the public to believe that the hypothecated forests were providing the 
means of paying the interest upon the loan. 


“47. Immediately after the publication of these announcements in relation to the 


arrival of the cargoes of mahogany, steps were taken to issue a new loan to the public. 
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*“ 48, On the 17th June 1870, an agreement was entered into between Don Castes 
Gutierrez and Messrs. Bischoffsheim & Goldschmidt. By it, the Minister, as representing 
the Government: of Honduras, authorised the issue of a foun of the nominal yalue of 
2,500,000.1., at the price of 807. for each 100 J. bond, so that. it might produce: in.cash 
the net sum of 2,000,000 /. sterling. ‘The loan was to be denominated ‘ The Honduras 
‘Ten per Cent. Government Railway Loan, 1870.’ The Government of ‘Honduras 
undertook to provide and pay to the contractors annually the sum of 335,000 /., by half- 
yearly payments, on 1st June and lst December. This amount was to be applied first-in 
paying the annual commission of 10,000 /. to the contractors, and the balance of each year 
should be applied ‘invariably and entirely’ for the payment of the half-yearly interest, 
and the redemption of the loan. By the same agreement the Republic hypothecated all 
its revenues and income belonging to the State and nation ; the railway, together with its 
chattels and returns; and.all the tesritorves and foresteof ‘the State, together with their 
fruits and productions, which were to be remitted to Messrs, Bischoffsheim & Goldschmidt 
for the purpose of sale. As the monies raised by the loan were chiefly intended for the 
construction and equipment of the railway, the Government agreed that the administration 


of such portions thereof as were devoted to that purpose should be intrusted to the trus- - 


tees of the railway, who were to be three in number at least, and not more than five, of 
whom one, the chairman, was to be represented by the Podutas Minister for the time 
being, and the others were to be appointed by Messrs. Bischoffsheim & Goldschmidt. 


“49, In relation to the hypothecation and charges, the following important stipulation 

was made :— 

‘In support of the hypothecation and charges hereinbefore contained, the Government 
‘of Honduras hereby expressly declares that if by reason of any contingency, foreseen 
‘or unforeseen, the provisions for the payment of the interest and the redemption of) the 

said loan should be insufficient, or should not have been effected in due time as aforesaid, 

‘ Messrs. Bischoffsheim > & Goldschmidt, ipso facto, as representatives of the: bondholders, 
‘are by these presents authorised, either by themselves or by means of any agent ‘or 
‘ delecate whom they may appoint,'to:take possession of the railway and its chattels,ijand 
‘ likewise of any of the territories ‘and woods, to work the said railway, and ‘to receive its 
‘ revenues, and also to make use of the said territories and woods, to transport the»pro- 
‘ duce from thence to,such jparts and places situated in Great Britain, and to any other 
‘ part, in such quantities as they may consider necessary, in order to.make.due provision 
‘ for this: loan, and to perform all such acts, to make all such payments as they may deem 
“expedient for. that purpose, paying any balance resulting from the last operations 
‘ mentioned, ’atter discharging’ the imterest. and redemption of. the loan, to the general 
‘ trustees, or, if the duties of the trust have ceased, to the Government of Honduras. But 
‘it is hereby expressly stipulated that this provision is, not.to impose any obligation .on 
‘ Messrs. Bischoffsheim & Goldschmidt to take such possession, or to perform such acts 
“as are herein last mentioned, nor’shall they be obliged todo so, nor to ineur any re- 
: "sponsibility for having refused or omitted to-do so ; ; ‘but they may appomt anyother 

* person in writing to act in their stead, provided that they wish to ‘act, and’ the “person 
* so appointed shall enjoy all the powers conferred upon them.’ 


“ 50. Messrs. Bischoffsheim & Goldschmidt had the right, if they desired it, to assign 


‘their interests in this contract, which rightthey on the same day, 17th June 1870, 


exercise by assigning their interests to Mr. Lefevre. 

“51, By a supplemental agreement of the same date (17th June 1870), Don Carlos 
Gutierrez directed Messrs. Bischoffsheim & Goldschmidt .or. their assigns to bit the 
proceeds of the loan as follows :— 


; £. Fo 
1, Printing, stamps, and incidental expenses - - - - - - - T00 
2, Commission of 14 per cent. re brokers and the firm ‘that receives 
subscriptions - - - - - - 37,000 
3. Commission of 5:per cent. er igsuing present dian ~ 698 - ‘125,000 
pie 162,000 
4, Five trustees. and a seeretary, two years « - = S - 8,000 
5. Annual commission of 10,0007. for payments of coupons and aides 
- fund on loan of 2,500, 000 Z. for two years = - - 20,000 
6. Interest for two years on loan ‘of 2,500,000 / nominil, from Ist 
Jauuary 1871 to 31st: December 1872. - - 500,000 
7. Amortization fund, two years at 3 per cent. on the shee’ lean, from 
1st January to 31st December 1872 -  - 150,000 é 
8. Commission for paying coupons for interest and windttdation find on |—— od 670,000 
‘loan of 1,000,000 7., under convention of 25th October 1867 - — - 30,000 
9, Interest untiland exclusive of ist July 1872 on same loan 7) eo 250, 000 
10. Amortization fund. up to,same date on same loan — - - = - 60,000 
ee 340,000 
* 1. Contract d forfait, with Messrs. Waring Brothers and M‘Candlish for the construction 
of the third section of the railway from Comayagua to the Rey of ats - - 800,000 
12. For two years’ interest’on the Federa] debi - - - o 10, ),800 
13. Further sums placed at the disposal of the Government of Baoniiaes ~ ee 400,000 
14. Salary to Mr. Brunless, engineer in chief, not exceeding - - - - - - |. 20,000 
~ 25118,;800 
“Amount of Loam - 9 = = oe ek TF 259005000 
£.| 118,800 


“52. By 


ee 


ON LOANS TO FOREIGN STATES: = lxix 


“52. By these terms 227,500 7. was appropriated for commissions and expenses of all 
kinds connected with the issuing of the loan, and with paying the coupons of both loans; 
650,000 J. was to be applied to meet the interest and amortization fund of the 1870 Loan, 
and $10,000 J. for the same purpose in relation to the loan of 1867 ; 800,000 /. was the 
sum required and appropriated to be paid under the contract for the construction of the 
third section of the railway ; 100,000 2 was placed at the disposal of the Government of 
Honduras ; 20,0007. was'to go’ to the engineer,-and 10,8007. to meet the interest on the 
Federal debt. These sums amount to 2,118,300J.; provision for the payment of the 
excess of 118,300 7. beyond the 2,000,000 7. to be raised is made by the, agreement. 


*« 53. It will be observed that the sums required for the payment of the interest and’ | 


amortization on both loans (1867 and 1870) would have to be provided from some fresh 
source after 3lst December 1872. 


«54, On the same day (17th June 1870) a third agreement (under seal) was entered 
into. To it Don Carlos Gutierrez, Messrs: Bischoftsheime& Goldschmidt, and Mr. Cx 
Lefevre were parties. It recited the two:above-mentioned agreements of 17th June, as 
bearing date the 14th June, and by it Messrs. Bischoffsheim & Goldschmidt, with the 
consent of Don Carlos Gutierrez, assigned to Mr. C. Lefevre ‘ the issue of the loan of 
* 2,500,000 /. to the public, and in consideration of such assignment the said C. Lefevre, 
‘ with the consent of the said Don Carlos Gutierrez, takes upon himself all the obligations 
‘ accepted by the said Messrs. Bischoffsheim & Goldschmidt with reference to the loan 
‘from which the said Messrs. Bischoffsheim & Goldschmidt are hereby absolved and 
‘ released by the said Don Carlos Gutierrez.’ No evidence of any other consideration for 
this assignment by Messrs. Bischoffsheim & Goldschmidt to Mr. C. Lefevre has been 
placed before the Committee. In consideration of such assignment. Mr. C. Lefevre 
engaged with Don Carlos Gutierrez to take the entire loan of 2,500,000 /. firm, and the 
scrip and bonds were to be issued to him as he should direct, after the rate of the firm 
price of 80 per cent. Mr. Lefevre was to have the right to call from time to time for all 
the scrip and bonds of the loan as he might require them over a period of two years, 
paying as he received them 80 per cent. in discharge (and from this stipulation it appears 
that before the issue of the prospectus, it was contemplated that whatever amount was 
applied for by the public the scrip was to be bought back, and so come into the hands of 
the trustees). 


« 55. All the expeuses of advertising and issuing the loan were to be paid by Mr. 
Lefevre, for whose sole risk and account the loan was:to be issued; and he was ‘ to make 
‘ all such arrangements with reference thereto with the: bankers, and also with respect to 
‘ the subscription and allotment and management of the operation, as he in his sole dis- 
‘ cretion shall think ‘fit ;’ subject to the condition of the previous agreements, so far as the 
same were embodied in the deed, being carried out. 


« 56. A fourth agreement (under seal) of the same date (17th June 1870) was made 
between Don Carlos Gutierrez, Charles Lefevre, and Messrs. Davids and Barnes as 
trustees; the three above-mentioned agreements, were recited, and their terms were 
aauiinte be carried out by the issue of the loan.. The following clause was also 
inserted :-— 

«<The said Charles Lefevre is to be entitled to all the bonds as issued, with all the 
benefits thereof, and to call for the same from the said trustees, andthe said trustees 
‘ shall be bound to deliver at his request. such bonds, with the coupons attached to such 
* an amount, and at such times, and from time to time, as he in his absolute discretion: shall 


‘ think fit, upon handing to the said trustees in exchange for the said. bonds the sum of. 


‘ Highty pounds per cent. of their nominal value, or against fully paid-up scrip, and he is 
“to be entitled to retain such bonds, or to sell them at such times, and in such manner, 
‘ and at such prices, as he may in his absolute discretion think fit. The said Charles 
‘ Lefevre is also to be entitled to call upon the said trustees to deliver to him fourteen days 
‘ before any of the days whereon any payment stipulated to be made, in accordance with 
‘the said suppleniental agreement relating to the said loan ‘becomes due, so many and 
‘such amount of the said bonds, as calculated at the price of Eighty per cent., shall 
‘ represent the amount of any such payment. And the trustees shall be bound to hand 
‘the same to him upon his making such payments accordingly, the said Charles Lefevre 
‘hereby pledging to the trustees the said sum of Thirty thousand seven hundred and forty 
* pounds now due to him by the Honduras Government, as aforesaid, payable to him in 
‘the manner stated, in a letter dated Fifteenth October One thousand eight hundred and 
‘ sixty-nine, addressed to his Excellency Don Carlos Gutierrez, and signed by Messrs. 


‘ Bischoffsheim & Goldschmidt, Waring Brothers and M‘Candlish, and Waring Brothers; » 


‘the same to be held as a guarantee for the due performance of any undertaking from 
‘ time to time to be given by him as last aforesaid.’ 


«67. The mode of contracting for the issuing of the loan under the above agree- 
ments is extremely remarkable. 


« 58. There are four contracts, all dated 17th June 1870. For some reason the 3rd and 
4th deeds recited the Ist and 2nd. agreements as having been. executed on the 14th and 
15th June respectively. 
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“59. By the first agreement Messrs. Bischoffsheim & Goldschmidt contracted ‘ to issue 
‘ the loan to the public on commission, by themselves or their répresentatives.’ Ifthe loan 
was not issued before Ist August 1870 the contract was to be void. Merssrs. Bischoftsheim 
& Goldschmidt were entitled to cede their interest in the contract upon notification to the 
Honduras Minister to any one they might select. The Minister thus became bound to 
accept any assignee as contractor, without power of objection. By making such assign- 
ment Messrs. Bischoffsheim & Goldschmidt became absolved from all liability. 


“60. This document did not disclese what commission was to be received by Messrs. 
Bischoftsheim & Goldschmidt beyond an annual sum of 10,000 7. for the service of the 


loan. 


61. By the second, or supplemental agreement (of the same date), the 2,000,000 Z. 
proposed to be raised was appropriated, and Messrs. Bischoffsheim & Goldschmidt became 
entitled to receive 189,500 /. for commissions and expenses of issuing the loan, remunera- 
ting brokers, and paying coupons in relation to this loan; they were also by this 
agreement authorised to receive 30,000 /. for commission in respect of paying interest on 
the 1867 Loan. 


“62. By the third deed of the same date, Messrs. Bischoffsheim & Goldschmidt 
assigned all their interest in the issue of the loan, and Don Carlos Gutierrez entered into 
a new agreement with Mr. C. Lefevre, under which the latter was to take the whole loan 
at the price of 801. per cent., not by way of allotmeat, but by calling for the bonds from 
the trustees as he might require them during a period of two years. The issue and 
allotment of the loan were to be under Mr. Lefevre’s charge and direction. These provisions 
are quite incousistent with Clause 14 in the first agreement of 17th June 1870, under 
which the loan was to be issued to the public by Messrs. Dischofisheim & Goldschmidt on 
commission before 1st August 1870. i . 


“63. By the fourth deed of the same date, Mr. Lefevre obtained advantageous terms 
not mentioned in third deed, viz., that when he paid for the bonds he was to receive the 
interest that had accrued due upon them. 


“64. It appears to your Committee that the principal object of the persons who thus 
simultaneously entered into these contracts was to present Messrs. Bischoffsheim & 
Goldschmidt as contractors for the loan when they had ceased to be so, and to do so at a 
time when Mr. Lefevre had entered into a contract with the Honduras Minister for 
issuing the loan, in a manner and on terms which, if disclosed to the public, would have 
prevented any application for allotment of the loan, or any dealing in it as a valuable 


security. 


“65. It appears to your Committee to be not improbable that there was a reason for 
concealing the fact that Mr. Lefevre was the contractor for the loan. It will be observed 
that in all the contracts relating to the loans to which Mr. Lefevre was a party he was 
named, and signs as ‘Charles Lefevre,’ ‘ Ch. Lefevre,’ or simply ‘ Lefevre.’ In two 
letters addressed by him to the Chairman of your Committee, he signs as ‘ C.. J. Lefevre;’ 
and he is so described by Don Carlos-Gutierrez in a letter to Mr. McKewan, and in the 
account books of the loans. Ina contract referred to in evidence before your Committee, 
he is described as ‘Charles Joachim Lefevre ;’ and in a statutory declaration, made 
before the British Vice-Consul at Paris, and sent by Mr. Lefevre to your Committee, 
he gives his name in full, as ‘ Charles Joachim Lefevre.’ The following communication 
made by the French Minister of Foreign Affairs to the British Ambassador in Paris, was 
forwarded by the Foreign Office to your Committee :— 


(Translation. ) 
«° M. ? Ambassadeur, Paris, 1 June 1875. 

“Tn the letter which you did me the honour to address to me on the Ist April 
last, you expressed a desire to be made acquainted with the antecedents, as known 
to the department of justice (antécédents justiciaires) of a Mr. Lefevre, owner of 
race-horses. . 

“ The Minister of the Interior has just enabled me to acquaint you that a Mr. Lefevre, 
bearing a prefix of Joachim, and who appears to be the individual in question, was 
condemned, by default, at Paris on the 22nd May 1856, to two years’ imprisonment for 


breach of trust (abus de confiance). : 
“Accept, &c. 


(signed) “* Decazes. 


“66. Such being the contracts between the Honduras Minister, Messrs. Bischoffsheim 
& Goldschmidt, and Mr. Lefevre, the prospectus of the loan was issued on 20th June 
1870. It stated that Don Carlos Gutierrez was authorised by full powers, dated 14th — 
March 1870, to raise for his Government a loan of 2,000,000 7. sterling net, for the com-’ 
pletion from sea to sea of the Inter-oceanic Honduras Railway...The loan was for 
2,500,000 /.. (nominal), the issue price being 802. per cent. It was to bear interest at 107. 
per cent. on the nominal issue, and by means of the sinking fund of 37 per cent. per. 
annum, the loan was to be paid off in 15 years. No money was to be paid on application, 


but 152 per cent. on allotment; the remaining instalments were to be completed on 
15th: 
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15th December 1870. The prospectus stated that the entire railway and its revenue were 
mortgaged to the bondholders of all denominations, and the proceeds of the State domains 
would be applied in like manner. 


“67. Immediately after the publication of the prospectus, and before any allotment 
was made, Mr. lefevre authorised extensive dealings by way of buying and selling the 
stock on his behalf. To effect this operation, means which were stated to be a well-known 
system were employed; this system is as follows :—A broker receives authority from the 
contractor or person interested in the success of the loan to deal in the stock, in the 
manner best calculated to maintain its price; a limit as to the extent of such dealings 
and price being given. The broker conveys this authority to a jobber, who acting upon 
it will, if he finds that the Joan is being offered for sale, buy to the extent of his limit. 
The object and effect of these purchases are to strengthen the market so as to cause the 
stock to be quoted at a premium ; and the result is, that the public are induced to make 
application for allotments, either to realise the premium, or to invest in what they are 
led by its existence to regard as a good security. 


* 68. In executing these purchases, the jobber is unaware who is the principal; he 
deals only with the broker; still less can the public know that the price of the stock is 
being sustained by the contractor for the loan. The market thus created is purely 
fictitious; the agents in these transactions, the broker and jobber, can lose nothing by 
them ; the principal, the contractor, but little; whilst the public are induced by these 
fictitious dealings to invest in what may he a valueless security. In relation to this loan, 
this system was most extensively pursued. ‘Fifty or one hundred men in the market 
‘ were making prices in the stock, and were dealing with each other and the brokers all 
‘round.’ One jobber bought and sold the loan (2,500,000 7.’ once over. One broker had 
on the balance of his dealings 600,000 /. nominal scrip which be had purchased, and which 
he delivered to Mr. Lefevre on the first settlement in the stock, and received from him 
the price he had paid for it. 


«69, The effect of these operations was to cause the stock to be quoted at a premium, 
and the loan was more than fully applied for. Allotments were made to the extent of 
2,463,200 /. (nominal value), and the instalment of 15 per cent. was duly paid thereon. 
But by the purchases which had been made by Mr. Lefevre, either before or immediately 
after allotment, he had become liable to pay for a greater portion of the scrip so allotted. 
£.417,000 of the money which had been paid by the allottees was drawn from the banking 
account of the loan; and under the authority of Don Carlos Gutierrez, 370,000 1. out of 
this sum was paid to Mr. Lefevre; and 47,0002, of which they returned 23,701 /,, 
went to Messrs. Bischoftsheim & Goldschmidt. _ With this sum of 370,000 J. the liabilities 
thus incurred by Mr. Lefevre were discharged, the scrip (with 15/. paid) paid for, and 
328,910. (nominal value) of scrip was delivered by Mr. Lefevre to the trustees. So 
extensive had been Mr. Lefevre’s purchases, that when the second instalment became due 
on the Ist August 1870, out of the 2,463,200/. allotted to the public only 128,000 2. 
(nominal value) remained in their hands; the rest of the stock was held by Mr. Lefevre, 
having been acquired by the purchases above described. 


«70. It seems probable that further purchases of the loan were made on behalf of Mr. 
Lefevre during the year 1870, for on 15th December only 91,6007. (nominal value) 
(beyond the 108,312 /. which had been paid for in full) was held by the public; this was 
the day on which, according to the Prospectus, the last instalment was to be paid, and the 
‘definitive bonds could then be issued and dealt with. 


«71, Assoon as this day (15th December 1870) had passed, the reverse process of 
dealing in theloan commenced. With the exception of the above amount, the whole stock, 
by means of the purchases which had been made, was then at the disposal of Mr. Lefevre, 
and it had to be re-sold by him to the public. This could only be effected by slow degrees, 
and the sale continued until the month of June 1872. Brokers were employed to sell 
the stock, and also to buy it if the market required to be ‘ strengthened.’ The evidence 
before your Committee does not show the exact times at which the bonds were disposed 
of; but it seems that on 31st December 1870, 633,900 7. (nominal value) had reached the 
public. Between that date and 30th June 1871, the amount sold was 312,300 2. (nominal 
value), making 946,200 7. outstanding stock. 


«72. These sales were proceeded with more rapidly after the deed of 27th July 1871, 
hereinafter mentioned, was executed, and on lst January 1872 only 382,200/. (nominal 
value) of the bonds remained in the possession of the trustees, Messrs. Ford & Widde- 
combe. On 30th June 1872, the amount held by them had fallen to 16,800/., and when, 
in October 1872, they resigned their trust to the new trustees, Messrs. Haslewood, 
Kerford, and Pim, they had only this amount of stock to transfer to them. 


«73, The sums received from Mr. Lefevre by the trustees for these bonds, after 27th 
July 1871, formed a ‘mixed fund, being mingled with the proceeds of the loan of 1869, 
and from that date until the trustees resigned, no separate account of the disposal of the 
funds of the two loans was kept. 


«74, The price paid by Mr. Lefevre to the trustees for the bonds of the 1870 Loan 
was regulated first by the deed of 17th June 1870, and was 80 J. for each 100 /. bond, 
367. 1 - but 
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-but that price was lowered. to 75. by the deed of 27th July 1871, and all the bonds 


delivered to Mr. Lefevre between this date and 18th June 1872, were charged at that 
price. 


«75, It will. be remembered that the price of the bonds of the 1869 Loan charged by 
the trustees to Mr. Lefevre was 149 francs for each 300 francs bond. In taking bonds 
from the trustees, Mr. Lefevre did not always pay for them as they were received by 
him, and.at the end of May 1872 he was indebted to the.trustees in a sum of 562,988 J. 
for bonds or cash received by him. Being so indebted, it was arranged on 18th June 
1872, that the Honduras Minister shouid sell to Mr. Lefevre 5,170 bonds of the 1870 
Loan, amounting to 517,000 7. (nominal value), at the price of 50/. per 100 2. bond, and 
33,000 bends of the loan of 1869, or 396,000/. (nominal value), at the price of 104 \franes 
for each 300 francs bond. Authority in writing was given by Don. Carlos Gutierrez to 
the trustees to deliver these bonds to Mr. Lefevre at the above-mentioned prices, and on 
18th June 1872, 5,042 bonds of the 1870 Loan, and 33,000 obligations of the 1869 Loan, 
were apparently delivered tohim. As at this time the trustees had not those bonds of 
the 1870 Loan in their hands, they having already been sold to Mr. Lefevre at 751. per 
bond, entries are made in the’books of the trustees, by which he is made, on 18th June, 
to deliver to the trustees 5,042 bonds, at the price of 7572. per bond, and ‘33,000 obligations 
of the 1869 Loan at 140 francs, and at the same time to buy them back from the trustees 
at 50 7. and 104 frances per bond respectively. On the evening of 17th June, the medium 
closing price of Honduras stock on the Stock Exchange was 72. On the 18th it was dealt 
in at various price, ranging from 72 to 45. On 22nd June the medium price was 70; on 
the 28th the loan had fallen as low as 44. From this fall it never substantially recovered, 
and gradually the loan reached its present price of 67. per 1007. bond. 


«76. The above deductions in the price of the bonds are in the balance sheet of the 
trustees, entered under the head of ‘Stock Discount Account,’ as 238,700/.; but this 
entry is partly composed of a sum of 50,000 ., which Don Carlos Gutierrez, by the letter 
of 18th June, directed the trustees to pay to Mr. Lefevre, ‘ to recoup him for the dif- 
« ferences in the prices of stock which he had already purchased to maintain the credit of 
«my Government previous to this arrangement.’ 


“77. The price at which Mr. Lefevre was to take the stock was regulated by)a deed to 
which Messrs. Bischoffsheim & Goldschmidt were parties. There was no evidence that 
these deductions and the payment of the 50,000 7. were made with their concurrence. 


“78, Whilst the sale of the bonds of the 1869 and 1870 Loans were being effected by 
Mr. Lefevre, as above mentioned, means were employed to induce the public to purchase 
them, to which your Committee feel it their duty to direct particular attention. 


«79, According to the terms on which the loan of 1870 was issued, 3 per cent. of ‘the 
bonds, or 75,0002, was to be paid off annually on 31st December; such bonds being 
drawn by lot. During the period that this loan was being sold to the public:'two draw- 
ings of 2 per cent. of the bonds, or of 50,0007. beyond the drawings mentioned in the 
prospectus, took place. An announcement of the first of these drawmgs was made in the 
‘ Invester’s Monthly Manual’ of Ist April 1871, in the following terms :— 

«In addition to the annual drawing of 3 per cent on the 31st of December next, as 
‘ provided in the bonds of this lean, the Honduras Government have resolved to have an 
‘ additional drawing of 2 per cent. on the 30th of April next, and if circumstances admit, 
‘ another of 2 per cent. on the 30th September next. The bonds drawn on 30th April 
‘ will be paid off at par, with the coupons due, on Ist July next.’ Similar announcements’ 
appearedhin other newspapers. In accordance with these statements a drawing took place 
on 30th April 1871, of 500 bonds (100/..each), amounting to 50,0001, but as only a 
portion of such bonds was in the hands of the public, the sum of 16,900 /. only was 
required to pay off the bonds so held. 


‘« 80. A second additional drawing of the same amount took place on the 30th Sep- 
tember 1871; at that time the number of bonds in the hands of the public having 


| increased, 24,600 7. was required to meet the bonds held by them. 


“ 81. In both instances the numbers of all the:bonds drawn, whether held by the public 
or not, were advertised. 


“ 89. It appears that these additional drawings took place and were ;»met out of the 
proceeds of the loan under terms expressly arranged between Don Carlos Gutierrez and 
Mr. Lefevre.. For in the ‘memorandum of agreement, bearing date 21st April 1871, 
“made between his Excellency Don ‘Carlos ‘Gutierrez, Minister Plenipotentiary to the 
‘ Court of St. James’s on behalf of the Honduras Government, hereinafter called the 
‘ Minister, and Charles Lefevre, Gentleman,’ it was, amongst other things, agreed :— 

«¢ The Minister further authorises such additional drawings of bonds for redemption at 
‘par, beyond the drawings provided for in the original prospectuses of ‘the three loans 
‘ of 1867, 1869, and 1870, as Mr. Charles Lefevre may deem expedient, and hereby 
‘ further authorises the trustees of the said three loans to perform the service ‘requisite to 
‘ carry out such additional drawings by advertising and paying off at par the bonds so 
‘ drawn, either in cash, or by handing Mr. Lefevre a requisite number of bonds on the 
* 1870 Loan, calculated at 75 per cent. against-cash for the same.’ 


“ 83. ‘The 
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“83. The authority so given by the Honduras Minister was acted upon, two drawings 
having taken place in April and September 1871, as above stated. The moneys required 
to meet these payments were provided out of the funds of the loan; for by a deed of the 
27th of July 1871, to which Don Carlos Gutierrez, Messrs. Bischoffsheim & Goldschmidt, —_g.. 6344-6349. 
Mr. Charles Lefevre, and Messrs. Ford & Widdecombe, as trustees, were parties, it was, 
amongst other things, agreed :— 
“< 15. Such extraordinary drawings of bonds of the said loans of One thousand eight Deed of 27th July, 
‘hundred and sixty-nine, and One thousand eight hundred. and seventy, or either of 1871, par. 15, 
‘ them, for the redemption of the same at par, as the said Charles Lefevre may deem PrP OF 
‘ expedient, shall take place in addition .to the ordimary yearly drawings provided by the 
“general bonds of such loans respectively ;. notice in writing of such extraordinary 
‘ drawings shall be given by the said Charles Lefevre to the trustees, and they will 
‘ thereupon make arrangements with the said Charles Lefevre for the redemption of the 
‘ bonds to be drawn at such additional drawings in the same manner as is hereinbefore 
‘ provided with respect to the ordinary yearly drawings: Provided always, that the said 
‘ Charles Lefevre shall not be entitled to the benefit of any bonds remaining unissued 
‘ which shall have been drawn for redemption at any such extraordinary drawing, but 
‘such bonds shall be cancelled without any payment being made to the said Charles 
© Lefevre in respect thereof.. Inasmuch as on the T'wenty-ninth day of April last there 
‘ was an extraordinary drawing of Fifty thousand pounds nominal of the bonds of One 
‘thousand eight hundred and seventy Loan, payable the First of July One thousand eight 
‘hundred and seventy-one, the trustees shall immediately upon the execution hereof, 
“hand to the said Charies Lefevre in cash or bonds of the said loan at the price of 
, seventy-five pounds (at the option of the said Charles Lefevre), a sum equal to the 
, hominal amount of so many of the said drawn bonds as had been issued on the day when 
, the drawing took place, in order to enable the said Charles Lefevre to make due pro- 
, vision for the redemption thereof.’ 
“84. Shortly before and at the time when these sums of money were being thus irre- 
gularly paid away, continuous default was being made in respect of the payments due Q. 1783. 
under the Railway contracts. The contractors were constantly urging Don Carlos Q. 1784. 
Gutierrez to fulfil the contracts, but little notice was taken of their pressing applica- 
tions. 


* 85. It seems also to have been known to the Minister that the funds which could be 
raised would be insufficient for the service of the loans, for according to the ‘ Historical 
* Account,’—‘ In the middle of the year 1871, in spite of all the efforts and sacrifices 
‘ made to place the bonds and debentures of the three contracted loans, there were still 
‘ unplaced bonds to the amount of 2,000,000 7. nominal value. Even if this sum had been 
‘ realised as the rest was realised, not only would it have been insufficient to complete the 
‘construction of half the line, but it would hardly have covered the interest and redemp- 
‘tion of the said‘loans up to the end of the year 1872.’ 


Hist. Acct., App. 
p- 73. 


“86. In the opinion of your Committee these additional drawings were determined pyooq of etst april 

upon and carried out with a clear and distinct object. By the deed of 21st April 1871 1871, par. 8, App. 
it is stated that the sale of the Honduras Government Stocks had at that time ‘ become P. 33. 
‘difficult,’ and there can be no doubt that it was to facilitate their sale that the Honduras 
Minister authorised such additional drawings as Mr. Lefevre should deem expedient. 
The fact that they took place, and the terms in which they were announced, had the 
‘natural effect of deceiving the public, inducing them to form a false opinion of the 
inancial condition and resources of Honduras, and tempting them to become purchasers 
of bonds at prices far above their value. No reference to these additional drawings is 
made in the’ Historical Account’ placed. before your Committee by Don Carlos 
Gutierrez. 


“87. Your Committee have now to call attention to further dealings with the funds 
of the Loans of 1869 and 1870, which, in their opinion, were wholly unjustifiable. 


« 88. According to the terms of the agreements of 17th June 1870, Mr. Lefevre was 
entitled, upon taking and paying for the bonds of the 1870 Loan for the purpose of sale 
from time to time, to receive them with the coupons attached. And he had permission 4th Deed of 17 June 
granted to him by the parties to those documents to obtain the interest which had accrued 1870, par 3, App. 
due on the bonds when he received. and paid for them. ; pelt 


« 89. But the course which was pursued was different to, and went far beyond, these 
terms.. On Ist January 1871, only 633,900... stock: (nominal value) was in the hands of 
the:public, the balance of the 2,500,000. being held by the trustees: The interest, | Q. 3045. 
therefore, which had to be paid amounted to 31,6951, yet the trustees gave to Mr. 
Lefevre 125,0007., the sum which would have been due for the half-yearly interest on 
the whole loan of 2,500,000/. if it had been issued. Mr. Lefevre thus received at this Q. 6874. 
date’93,305 1. in respect: of: bonds»which: he had. not’ paid for and which'were unissued, 
and which sum, therefore, he was not entitled: to under’the terms of the Deed'of 17th 
June 1870. When the next half-yearly interest became due (lst July 1871) 47,3100. 
would have paid the interest on’ the 946,200 J. stock then in the hands of the public. 
Again,.Mr. Lefevre received 125,0002., or 77,6901. beyond the sum required for the 
payment of the interest, or'to which he was entitled. Q. 3051. 6374, 
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« 90. When the drawing for the purposes of the amortisation took place, on 31st 
December 1870, 16,1002. was required to pay off the bonds actually drawn, and which 
were held by the public; yet 75,0007. was paid to Mr. Lefevre, being 58,900 J. beyond 
what was required and should have been paid. The sum of 58,9007. thus paid over to 
Mr. Lefevre, was in the books of the trustees placed to a ‘ commission’ account. 


“91. On 27th July 1871, a deed was executed, to which Don Carlos Gutierrez, 
Henri Louis Bischoftsheim, Henry Raphael Bischoffsheim, C. Lefevre, and Messrs. 
Ford & Widdecombe were parties, in which is the following clause :— 

« «The said Charles Lefevre shall be entitled to retain for his own use the amount of 
‘ the interest from time to time payable on such of the said bonds as shall for the time 
‘ being remain in the hands of the trustees unissued, and the trustees shall cut off the 
* coupons representing such interest from the said unissued bonds, and cancel the same. 
‘ If any of the bonds for the time being remaining in the hands or under the control of 
‘the trustees unissued shall have been drawn for redemption, then the said Charles 
‘ Lefevre shall be entitled to retain for his own use so much of the funds in his hands as 
‘ would otherwise have been applicable to the amortisation of the said drawn bonds, and 
‘ the said trustees shall thereupon cancel the same and all coupons attached thereto.’ 


«“ 92. Under the terms of this deed, the loans of 1869 and 1870 were dealt with; and 
further payments of interest and sinking fund, in respect of bonds not paid for by Mr. 
Lefevre, and unissued, continued to be made to him. 


«93. Thus, in September 1871, and in March and September 1872, he received 140,703 /, 
in excess of the sums required to pay the interest. and sinking fund on the issued portion 
of the loan of 1869; and in January and July 1872 he was paid 45,9707. for similar 
excess in relation to the loan of 1870. ‘These two sums, amounting to 186,673 /., have 
to be added to 229,895 7. taken prior to the deed of 27th July 1871, and a total of 
416,568 /. is thus shown to have been paid to Mr. Lefevre, in respect of the interest and 
sinking fund on bonds he did not hold, and had not paid for. 


“94, For the payment of the sums amounting to 229,895 1., which were made before 
27th July 1871, your Committee can find no excuse; the evidence discloses no authority 
for such payments being made. The deed of 27th July 1871 is not retrospective in its 
terms, and does not purport to ratify any past payments. 


«95. Although this deed does assume to authorise the payments made subsequently to 
its date, yet, in the opinion of your Committee, the whole sum of 416,568 1, so paid to 
Mr. Lefevre, has been diverted from the purposes fur which the loan was issued, without 
any proper cause or justification. 


“96. In tracing the disposal of the proceeds of the 1869 and 1870 Loans, it must be 
remembered that your Committee had no evidence before them relating to the funds 
resulting from three-fifths of the loan of 1869; only two-fifths of the loan was realised 
in this country, the remainder was disposed of in Paris before August 1870, and no 
account of the application of the funds resulting from such portion of the loan could be 
obtained. 

«97. The two-fifths of the 1869 Loan, and the whole of the loan of 1870, produced 
net 2,051,511 /.; out of this sum only 141,254. has been paid to the railway contractors ; 
asum of 923,184 /. would have been sufficient to discharge the interest and sinking fund 
due in respect of the issued bonds of the three loans, yet the trustee, as has been above 
stated, paid to Mr. Lefevre 1,339,752 /., or 416,568 /. beyond the sum so due upon the 
issued bonds of the loan. / 


“98. There was paid to him for commission (apart from expenses) on the three loans, 
out of the above proceeds, the sum of 216,852 /. These two sums, amounting to 633,420 1., 
have thus been received by Mr. Lefevre to his own use, out of the net proceeds of a 
portion of the loan of 1869 and that of 1870. 


“99. He also received, out of the same proceeds, 41,090/., being the difference 
between 370,090 7. cash paid to him by the trustees, and 328,910. scrip returned by him 
to them. This 41,090/. probably represents. the premiums paid on the purchase of the 
scrip before or immediately after the allotment of the loan, and was certainly a misappli- 
cation of the proceeds of the loan. 


“100. Mr. Lefevre was also paid, out of these proceeds, a further sum of 57,318 /., 
nearly the whole of which seems to be a payment in discharge of an allowance of 8 /. per 
bond in respect of the dealings in the 1867 Loan. If these two sums, making 98,408 /., 
be added to the 633,4502. received by Mr. Lefevre, it will be seen that out of the 
2,051,511 7. in the hands of the trustees, the product of the above loans, 731,838 /. was 
paid to Mr. Lefevre. 


“101. In addition to this 731,838 J. it will be remembered that Mr. Lefevre received 
50,000 Z. to maintain the credit of Honduras.’ 


“He also, on the 18th of June 1872, obtained 176,770J. by delivering to the trustees 
as above mentioned 5,042 bonds of the 1870 Loan, at 75 J. per bond, and 33,000 bonds of 
the 1869 Loan, at 140 francs per bond, and retaking them at the same time from the 
trustees at 50/. and 140 francs per bond respectively. “Vf 

' al Yr, 


ON LOANS TO FOREIGN STATES, lxxv 


“ Mr. Lefevre had contracted to pay for these bonds, and had taken them at the prices 
of 751. and 124 francs respectively, and the remission amounted to a gift to him of 
176,770. By adding these. gifts of 176,7707. and the above-mentioned 50,000 J. to the 
sum of 731,838 7., it will be seen that out of this portion of the Loan of 1869, and the 
Loan of 1870, Mr. Lefevre has received in cash, or by the remission of his contracts, 
958,608 /. 


“102. Of the remainder of the proceeds of these Loans, the Honduras Government 
received 58,9301.; the trustees were paid 16,374/.; the engineer, 6,675 7., and the 
expenses of the Loan amounted to 30,112/. Messrs. Bischoffsheim & Goldschmidt 
received 47,000 Z. for what purpose is not shown, out of which they returned 23,701 1., and 
a sum of 10,000 7. for commission; 6,000 7. was expended in the purchase of federal stock. 
These sums account for all the monies received by Messrs. Davids and Barnes, and Ford 
and Widdecombe, on account of the two loans, with the exception of 103,852 /. paid over 
to the new trustees in October 1872. The principal portion of this sum of 103,852 2. 
appears to have been expended in payment of the interest due on the 1869 Loan in 
March 1873. 


“103. Your Committee have thus endeavoured to show the amount of moneys which 
has been received on the part of the Honduras Government and its agents, and has to 
some extent rendered apparent the manner in which that money has been disposed of. 
It will be observed that the object of raising these Loans was always stated to be the 
construction of a railway across the Republic of Honduras, from the Atlantic to the 
Pacific; thus :-— 


“The 1867 Loan was announced as being contracted ‘ to be applied towards the 
‘construction of un Inter-oceanic haihcay, &c. 


«The Paris Loan of 1869 was ‘ lo be exclusively devoted ito the completion of the 
‘ line already in process of construction.’ 


* The Loan of 1870 was ‘ raised to complete the Inter-oceanic Honduras Railway, 
‘and to place the line from sea to sea in thurough and efficient working order,’ 


«104. In accordance with these announcements, three contracts were entered into 
between the representatives of the Government of Honduras and Messrs. M‘Candlish 
& Waring. By the first contract, dated 25th October 1867, which was entered into in 
connection with the issue of the Loan of 1867, 500,000/. was to be paid for the con- 
struction of the first section of the railway (53 miles) from Puerto Caballos, on the 
Atlantic, to Santiago. 


“105. By the second contract, made subsequently to the issue of the Paris Loan of 
1869 (17th March 1870), a sum which, after allowing some uncertain deductions appears 
to amount to 930,000/., was to be paid for the making of the line from Santiago to 
Comayagua (81 miles). By the third contract (10th June 1870), 800,000 /. was to be 
paid for the construction of the third section from Comayagua to the Bay of Fonseca on 
the Pacific(92 miles). By the deed of 17th June 1870, it was provided that 800,000 7. 
should be applied to discharge the liability under this third contract. 


“106. The total sum therefore contracted and required to be paid for the railway 
amounted to 2,230,000 /.; but the payments to the contractors have amounted only to 
689,746 1., leaving 1,540,255 /. unpaid. The following summary shows from what source 
these payments have been made :— 


£. £. Deficiency. 
First Contract (to be paid from 1867 Loan) - eis - 500,000 
Payments made out of funds of that Loan, in Cash 
and bonds - - - - - - - 446,048 
Payments from proceeds of 1869 and 1870 Loans - 26,465 f° 
westin 472,513 
Deficiency on First Contract - - - 27,487 
Seconp Contract - - aon = - - . 930,000 - 
Tuirp Contract - . - - - - - 800,000 
Be ee Oe BG O00 
Payments from funds of 1869 and 1870 Loans -~ - - aan 217,232 
Deficiency on Second and Third Contracts - - -| 1,512,768 
Toran Dericiency - - - £. 1,540,255 


Of the sums, amounting to 243,696 1. paid out of the 1869 and 1870 Loans, 61,730 J. 
certainly, and 36,712 /. probably, came out of the proceeds of the 1869 Loan. £. 141,204 from 
proceeds of the 1870 Loan and the “ mixed fund,” and 4,000 /. was paid by the last Trustees after 

16th October 1872. 
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“107. The portion of the proceeds of the 1867 Loan, devoted to thé construction of the 
railway under the deed of 30th June 1868, viz:, 500,000 /., has to the extent of 446,048 J.” 
been duly paid to the contractors. The great default occurs in relation to the Loans of 
1869 and 1870. To meet the liability under the railway contracts entered into in’ connec- 
tion with these loans, amounting to 1,730,000 2., only 217,232 U. has been applied out of 
the funds resulting from them. 


“108. The defaults in the payments under these contracts appear to have commenced 
in October 1870. Urgent demands were made from time to time by Messrs. Waring, 
but the contracts were not fulfilled, and in consequence of such non-payments the works 
were suspended on 15th May 1872. At that time the first section of the railway from’ 
Puerto Caballos to’ Santiago was opened for traffic, and was nearly paying its working’ 
expenses ; it’ is, however, now closed and abandoned. But little progress was made with 
the works on the second and third sections. 


“109. Your. Committee desire to call attention to the fact that in the prospectuses-o 
the loans of 1867 and 1870, the public were informed that the funds of the loans would 
be paid into the hands of trustees, ‘in order to pay the railway contractor the instal- 
“ments on his contract.’ 


** 110. The prospectus of the 1869 Loan stated that ‘ a commission has been appointed 
‘to superintend the employment of the Loan which is to be exclusively devoted to the 
* completion of the line already in process of construction.’ 


~ 


“111. The protection apparently thus afforded to the public was of no value. In 
relation to the 1867 Loan, the agreement of 25th October 1867, stated that there were 
to be three trustees, the presidency of whom should belong by right to the representa- 
tive of the Honduras Government in London, and of whom the other two members 
should be chosen by the said representative from a list which should be presented by 
Messrs. Bischoffsheim & Goldschmidt, if they so desire. In case of new trustees ‘being 
appointed, one of them should always be a member of the house of Messrs. Bischoff- 
sheim & Goldschmidt, if they so desired. ' 


“112, In pursuance of this latter power, two trustees were appointed on 15th Jaly 
1869, one of whom, Mr. Davids, was a clerk of Messrs. Bischoftsheim & Goldschmidt, 
and the second, Mr. Barnes, a clerk in the house of Messrs. Waring, the contractors. for 
the railway. Mr. Davids view of his position was that he was trustee for Don Carlos - 
Gutierrez and Mr. Lefevre. Mr. Barnes having died in March 1871, Mr. Davids acted 
as sole trustee in relation to the funds of all the loans until 5th August 1871, when Mr. 
Ford, an accountant, and Mr. Widdecombe, a clerk in the office of Mr. Sharp, Messrs. 
Bischoftsheim & Goldschmidt’s solicitor, commenced to act: as trustees upon the terms 
contained in the deed of 27th July i871. According to the terms of this deed they were: 
to receive 2,000 7. per annum each, and their salary was to commence from 25th March: 
preceding. All their expenses were to be paid out of the proceeds of the loan, When 
new trustees were appointed, in October 1872, Messrs. Ford & Widdecombe still continued: 
to receive a salary of 1507. monthly until April 1873. In October 1872, when the: whole 
funds were nearly expended, Don Carlos Gutierrez expressly authorised them to takes 
1,500 7. each out. of the proceeds of the loan. They thus received 4,500 /. each for four- 
teen months’ service, during which period one of them, Mr. Widdecombe, remained in the 
employment of Mr. Sharp. These trustees seem to have implicitly obeyed the directions’ 
of Don Carlos Gutierrez, and, in pursuance of such directions, to have dealt with the 
funds and bonds of the loan without regard to the terms of the trust deeds. Your Com= 
mittee desire to observe that the excessive payments and present to Messrs. Ford & 
Widdecombe were made at a time when the funds of the loan were being extensively 
diverted from the purposes for which they had been professedly raised. P 


, 
“ PROPOSED SHip Raitway LOAN. 


“115. In November 1871, the Honduras Government, ‘ which was fuily aware of all the 
‘ mischances met with in the previous loans,’ determined upon issuing a fourth loan for 
the alleged purpose of converting the partially constructed line into a railway for 
carrying ships of large burden, with their cargoes, across Honduras. 


“114. The ‘Historical Account’ states that, ‘the Minister in London (Don Carlos. 
‘ Gutierrez) distrusted the success of the operation, not only on account of the difficulties 
‘ which he supposed there would be in effecting it, but also on account of the enormous 
‘sum which it was necessary to ask from the public for the purpose, and:on account of the 
‘ sad lesson taught by the previous attempts. 
“ ¢But the Minister in London could not take upon himself the responsibility of op- 
‘ posing what was proposed by the eminent engineers who were in the service of Honduras, 
‘and the contractors for the loans; above’ all, when the latter declared that it was im- 
possible to. finish the line, or to go on paying the dividends of the interest on the loans; 
‘ and, besides, the Government had already, accepted the project. and sent. powers, orders, 
‘ and instructions for.the purpose. . Gi. 
_ “© The Minister/in London-tried‘all:he-could, consistently: with his official character, to. 
‘ oppose the project, but it was in vain. The trustees, the engineers, eke 
33 ‘ % - e ¢ 


-ON LOANS TO FOREIGN STATES. lxxyil 


‘the loans, Mr. Sharp, the legal adviser of the firm of Bischoffsheim, affirmed that it 
‘ was an absolute necessity, and the only means of attaining a good result, to propose to 
‘ the public the conversion of the line into a ship railway, and to solicit as a loan the sum 
‘ necessary for it.’ 


“115. It seems doubtful whether any one seriously intended to attempt the con- 
struction of the ship-railway. The contractors for the railway works do not appear to 
have been consulied on the subject, and the ‘ Historical Account’ placed before your 
“Committee by Don Carlos Gutierrez, says— 

«¢ When the project for converting the line into a ship-railway was laid before the 
* public, it was hoped that the idea would be sufficiently supported to afford means for 
‘finishing provisionally the line already begun; and afterwards, according as the 
‘ enthusiasm of the public was displayed, to go on with the works for converting the line 
‘into a ship railway, or to abandon the project.’ 


“116. In March 1872 an agreement appears to have been entered into between Don 
Carlos Gutierrez and Mr. C. Lefevre, in pursuance of which Mr. Lefevre received credit 
for a sum of 750,0007. on account of ‘ Ship-railway Loan Expenditure.’ No money 
was paid into his account in respect of this credit, and he was afterwards debited with the 
amount. The agreement under which this transaction took place was stated by Mr. Ford 
to be in the possession of the Honduras Minister, but it was not produced by him. 


«717. On 22nd May 1872, the prospectus was issued by Don Carlos Gutierrez, 
inviting the public to subscribe to a loan amounting to 15,000,000/., for the purpose of 
making a railway across Honduras, which should convey ships with their cargoes from 
the Atlantic to tse Pacific. That prospectus, quoting from a report of Mr. James 
Brunlees, concurred in by Mr. Edward Woods, stated that, ‘ according to the official 
‘ report presented to both Houses of Parliament by Her Majesty’s Government, and other 
‘ statistics, the total tonnage annually cleared for shipment round Cape Horn’ amounted 
to 54 millions of tons, 16 millions of which was to and from Great Britain. Applications 
for the loan were to be made to the Honduras Government Financial Agency. The 
name of no banker or contractor appeared in the prospectus. 


* 118. On 23rd May 1872, the Council of Foreign Bondholders wrote to Don Carlos 
Gutierrez remonstrating against the issue of the loan, and pointing out to the absence of 
the name of any banker or contractor, or any one personally responsible to the law of the 
country ‘for any commercial act.’ 


“119. On 24th May, the Minister replied in detail to these remonstrances, and stated 
that the bonds would be countersigned by Messrs. Bischoffsheim & Goldschmidt. 


“ 120. In the ‘ Economist’ newspaper, bearing date 25th May, an article appeared 
attacking the project, and stating, amongst other things, that the actual tonnage going 
-round Cape Horn cleared to:and from the United Kingdom amounted to 1,722,347 tons, 
instead of 16,000,000, as stated in the prospectus. 


«121. On 25th May, the following letter appeared in the ‘ Times’ newspaper: 
‘ Honduras Government Financial Agency, 8, Moorgate-street, May 25th. Sir,—The 
‘ response of the public to the prospectus issued by my Government, asking subscriptions 
‘to the loan for the projected ship-railway across Central America, not being, in my 
‘ opinion, sufficient to justify the continuance of the receipt of applications, I have deemed 
‘it consistent with the views and motives of my Government to withdraw the same for 
‘ the present, and wait a more favourable opportunity. The applications already received 
* will not be accepted, but will forthwith be cancelled. JI am, &c., Carlos Gutierrez.’ 


“122. Between the issuing of the prospectus, and the withdrawal of the scheme, it 
was stated in several London daily newspapers that the scrip had been largely dealt in 
at premiums yarying between 14 and 1ths. 


** 123. The operation of issuing the loan is stated in the ‘ Historical Account’ to have 
been conducted by Messrs. Bischoffsheim & Goldschmidt, in concurrence with Mr. 
Lefevre, and the legal adviser of Mr. Bischoffsheim, Mr. Sharp, who was the solicitor 
who prepared and drew up all the contracts necessary for the purpose. 


«124. The failure of the Ship-railway Scheme caused a sudden fall in the price of 
the stock of the loans in June and July 1872, whereupon several letters were written to 
Don Carlos Gutierrez, by holders of bonds, inquiring if the funds were in hand to meet 
the sinking fund falling due on 31st December, and the interest which would become 
payable on Ist January 1873. mee 


«125. Replies were sent to such letters written on paper bearing the official stamp of 
the Honduras Legation, purporting to be signed on behalf of the Minister or of the 
Secretary of Legation. These answers stated that the Honduras Government had the 
funds.in hand to make those payments. They have, however, never been made. 


“ 126. These replies have since been repudiated on behalf of the Minister, and are stated 
to have been written without his authority ; but no explanation has been given how 
‘letters addressed to the ‘Minister remained unanswered by ‘him, and were in several 
instances replied to by some one who had no authority to do so. 
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*« PROPOSED SECOND FRENCH LOAN. 


«127. On the Ist July 1872 the last payments of interest and sinking fund on the 
loans of 1867 and 1870 were made. 


“ 128. It was now known to those who had charge of the loans that ‘ the trustees had 
‘ not sufficient funds either in ready money or bonds for sale to meet the payments becom- 
‘ ing due on Ist January 1873.’ 


“129. Therailway works were suspended, and the railway contracts rescinded. The Ship- 
railway Scheme had been tried and failed. The ‘ Historical Account,’ speaking of the 
autumn of 1872, states ‘ the trustees had resigned ; the commercial house of Mr. Charles 
* Lefevre had closed, and its principal was gone to France; a new committee of trustees 
‘had been appointed, comprising Messrs. G. B. Kerford, Edward Haslewood, and Captain 
‘ Bedford Pim. The bonds of the Honduras Loan had sunk until they were quoted from 


£20 to 25 per cent., and the Loan contract brought over by M. Adolphe Herran had been 


‘ repudiated by Messrs. Dreyfus, Scheyer & Co., of Paris. 
«*¢ AJ] hope having vanished of obtaining instructions from the Government in sufficient 


‘ time to make them effective, Captain Bedford Pim acting provisionally as Commissioner 
‘ of the Government of Honduras, and the trustee, Mr. G. B. Kerford, both authorised 
‘ by the Minister in London, determined to try another loan, which was to be asked for 
‘in Paris.’ ) 

* 130. “ To inspire confidence in the money market of France with regard to this 
‘ operation, the payment was announced of the interest of the 1869 Loan, which became 
‘due on the lst of April, for which purpose the necessary funds were deposited, derived 
‘from the bonds which remained in the possession of the trustees in London. There was 
‘ now nothing left to pay the interest and redemption of the English loans which fell due 
‘in January, and they could only be met in case the new loan attempted at Paris should 
‘ turn out successful.’ 


“131. In December 1872, in pursuance of an authority from Don Carlos Gutierrez, 
Captain Bedford Pim made arrangements for issuing a loan of 2,000,000 @. in Paris, 


** 132. Upon the appearance of the prospectus, M. Herran, the Honduras Minister in 
Paris, protested to the French Minister for Foreign Affairs, that Captain Bedford Pim 
was not authorised by the Honduras Government to issue the loan. The Minister of 
Foreign Affairs made a communication to the Minister of Justice, who caused Captain 
Pim to be arrested; after forty-six hours’ imprisonment he was released. 


‘133. The attempt to issue this loan was thereupon abandoned. 


“ 134. The following Table shows the present indebtedness and liability of Honduras 
in respect of the loans of 1867, 1869, and 1870 :— 


Nominal Interest Present Total | Interest and Sinking Sums paid 
ki ; Indebtedness to 
LOAN. Amount of | in Arrear, July in respect of Fund payable (mateaaiiere for 
Loan. 1875. Principal on the Loans annually. Railway, 
and Interest, 
25 258 £. £. z. 
1867 - = - 1,000,000 390,000 1,390,000 130,000 446,048 
1869 - -  -|} 2,490,108 481,400 2,971,508 | 240,700) 
243,697 
1870 - . - = |_.2,500,000 975,000 3,425,000 325,000 | 
£.| 5,990,108 | *1,846,400 7,786,508 695,700 689,745 
Less Bonds drawn and paid off - - 695,700 
Present total indebtedness of Honduras, * 
in respect of the three Loans and interest {“~” ie ee 


s 


“135. It will be observed from this statement that the Republic of Honduras has 
become indebted in a sum of 7,090,808 Z. (approximately), and that she engaged to pay 
695,700 7. annually for periods vary ing from 15 to 17 years. 

“136. Your Committee have thus directed attention to the principal facts relating to 
these loans as established in evidence before them. 


* Some small deduction is to be made on account of the unissued bonds delivered to the last trustees, but the 
amount of such bonds which were uncancelled could not be accurately ascertained. 
« The 
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“« The inferences your Committee draw from that evidence are,— 


*‘(a.) That the Republic of Honduras entered into contracts of indebtedness which 
it was known to those who represented that State could never be fulfilled. 


“¢(b,) That in order to obtain money under colour of a loan, the Government of 
Honduras entered into engagements upon terms so onerous to the State as to afford 
strong proof of itsinsolvency. 

“(e.) That in ignorance of the terms on which the loans were contracted for, and 
issued, and the name of the contractor, the public were induced, by fictitious deal- 
ings in the stock, to make appiication for it before allotment, and to purchase it 
after. 

“(d.) That also false statements were made, and deceptive means employed, to induce 
the public to apply for and become purchasers of the stock. 


“(e.) That a large portion of the funds thus received from the public has, even in 
violation of the secret terms upon which the loans were issued, been most improperly 
diverted from the purposes for which they were professedly issued. 


“(f.) That through this wrongful application of the funds of the loans, the Hon- 
duras Government has had no means of fulfilling its obligation under the railway 
contracts, and, in consequence, the railway works have been abandoned. 


“(g.) That the contractors for the loans have not attempted to exercise their 
powers to enforce the securities pledged for the repayment of the money borrowed, 
and the Honduras Government has not realised them in pursuance of its engagement. 


* 137. The writer of the ‘ Historical Account’ correctly describes the ‘fault of the Hist. Acct. 
‘failure’ of these loansas a kind of original sin, which reaches even the most innocent APP: 
‘ who have anything to do with this undertaking.’ 


138. YourCommittee have endeavoured, asfaras possible, to avoid reporting their opinion 
upon the conduct of those who are subject to proceedings in the legal tribunals of the 
country. But they feel in relation to the representative of a foreign State who claims 
by virtue of his position the right to refuse to give evidence before them, and who is also 
protected from any legal proceedings in this country, that it is the duty of your Com- 
mittee to record their view of the use he has made of his official position, and the effect of 
his conduct on the English public. 


* 139. Throughout the whole of the transactions connected with these loans Don Carlos 
Gutierrez has taken a most prominent part. He has sanctioned all the acts which your 
Committee have been compelled todisapprove. It is admitted in the ‘‘ Historical Account” 
that the Republic of Hunduras, with but slight financial resources, contracted through his 
agency, or with his cognisance, loans to an extent far beyond any possibility of repay- Hist. Acct. 
ment. On behalf of his Government he entered into most censurable contracts. He “P?: 
sanctioned Stock Exchange dealings and speculations in the leans which no Minister 
should have sanctioned. He was a party to the shipments of the purchased mahogany, 
and permitted the public to be misled by the announcements in relation to them. By Deeds of April 
express contract he authorised ‘ the additional drawings.’ He permitted Mr. Lefevre to 1871 and 27 July 
appropriate to himself large sums out of the proceeds of the loans to which he was not Ke By ie 
entitled. The ‘Historical Account’ shows that when Don Carlos Gutierrez introduced the pp. 40, 41.” 
Ship Railway Loan for 15 millions sterling he had no faith in the undertaking, and yielded 
to the urgent demands of others. In order to launch this scheme upon the public he 
caused asum of 75(),000 /. out of the funds of the loans to be placed to the credit of Mr. 
Lefevre. And lastly, when he knew that the funds of the three loans had been exhausted, 
he authorised Captain Bedford Pim to attempt to issue a fourth loan for 2,000,000, 
without any probability that the object for which it was professed to be issued would be 
accomplished. Your Committee have also to report that notwithstanding Don Carlos 
Gutierrez’s letter to Lord Derby of 24th February, hereinafter referred to, in which he 
states that he should ‘consider it a great, honour to furnish the Committee of Inquiry with 5 ote. of 
‘ all the previous proceedings and information which may throw light upon and facilitate its 94 February 1875, 
‘ investigation,’ he not only declined to give evidence before your Committee, but with- Apr- 
held from them the numerous important documents in his possession, until their existence 
and custody were established by the witnesses who have been examined. 


“140. Your Committee have had great difficulty in obtaining evidence of the facts and 
documents relating to the Honduras Loans. ‘The principals in the issuing of the Loans 
of 1867 and 1870 were Don Carlos Gutierrez, Mr. H. L. Bischoffsheim, and Mr. Lefevre. 
Evidence could have been given by them which would have put your Committee in pos- 
session of much information they were desirous to obtain. They have not appeared before 
your Committee as witnesses. 


“141. Don Carlos Gutierrez having addressed a letter, dated 24th February 1875, to App. p. 58. 
Lord Derby, as Secretary of State for Foreign Affairs, in which he stated: ‘ that he should 
‘ consider it a great honour to furnish the Committee of Inquiry, to be appointed by the 
‘ House, with all the previous proceedings and information which may throw light upon 
¢ re facilitate its investigation,’ the Chairman of your Committee wrote to him as 
follows :— 


367. m ** Excellency; 
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« Excellency, House of Commons, 18th March 1875. 

«¢ As Chairman of the Select Committee on Loans to Foreign States, I have to inform 
you that if it should be your Excellency’s wish to make any communication, verbal or 
oral, on the subject referred to them, they will be happy to receive it on Monday next, 
22nd March, at 12 o’clock, in Committee Room No. 17 of the House of Commons. At 
the same time the Committee desire to convey to your Excellency that they entirely leave 
to your discretion whether you will honour them with any communication or no. 


“< T have, &c: 
(signed ) « Robert Lowe, 
“To His Excellency Don Carlos Gutierrez, “Chairman. 
&e. &c.” 


“ To this letter the Honduras Minister replied as follows :— 


“ Cornwall House, Tufnel Park, London, 
oe Sit, 12 March 1875. 

“ T wave had the honour.to receive the polite communication which you have been 
good enough to address to me as Chairman of the Select Committee of Foreign Loans, 
stating that if I wished to make any communication, verbal or oral, on the subject re- 
ferred to them, they would be happy to receive it on Monday next, 22nd March, at 12 
o’clock, in Committee Room No. 17 of the House of Commons. 

‘“‘ Since Sir Henry James presented his motion to Parliament on the 23rd February, I 


~ have endeavoured, with all possible speed, to gather data in order to enlighten the Com- 


mittee in matters concerning Honduras and Costa Rica. I have, through the Earl of 
Derby, forwarded information respecting the only Costa Rica Loan contracted with 
Messrs. Bischoffsheim & Goldschmidt, in which I signed*the contracts on behalf of the 
Government of Costa Rica; my intervention in the said contract ending with that act, 
With regard to the Honduras Loans contracted with Messrs. Bischoffsheim & Gold- 
schmidt, I have caused a general report, written in December last, by order of the 
Honduras Government for their own use, to be translated into English. It would be 
utterly impossible for me to follow up the long thread of interminable inquiries into 
matters concerning Honduras, in which are mixed up in hopeless confusion the most 
heterogeneous data and contracts of a highly serious nature, together with the most 
trifling incidents which have occurred in a period of seven years among hundreds of 
people, the impartial and thorough investigation of which would require several months, 
and a vast number of proofs and explanations which cannot be supplied to a Select Com- 
mittee within so brief a time, and in proportion to the incidents which ‘have occurred in 
it, for I have no precedent before me to enable me to find out in what form I can furnish 
said explanations; also, I do not know how far I may be authorised to furnish them in 
my quality of Minister of an independent State; and, finally, I cannot find a precedent 
in English legislation to inform me of how I must proceed to contradict statements 
made with a decided want of impartiality, according to which 1 am most unaccountably 
mixed up in my private capacity with matters in which 1 intervened by order, and in 
representation of my Government, the only authority to which I have to render an 
account. 

“ T have had the honour to forward to the Committee 18 copies, not yet completed, 
through pressure of time, of the pamphlet translated into English, and as soon as the 
edition, with the Appendices, be ready, I will hasten to send to the Committee a sufficient 
number of-copies. 

“ The Secretary of this Legation was present yesterday, for the first time, at the meet- 
ing of the Select Committee. On Monday next he will attend the meeting again, in 
order to give some explanations regarding various points which have been touched 
upon in yesterday’s meeting, and in the reports of others. As he is not familiar with the 
English language, he will make his statements in writing, should the Committee consent 
to receive them thus, and always preserving his diplomatic immunities. 

** Allow me to add that I should consider it a great favour if you would kindly procure 
me a copy of the shorthand writer’s notes of the Committee’s proceedings. 

“ T have, sir, to express to you my most heartfelt thanks for the courteous and delicate 
communication you have done me the honour to, address to me, as'Chairman of the Select 
Committee, and I avail myself of this opportunity to present to you the assurances of my 
most distinguished consideration. 

“ | have, &c. 
“ To the Right Hon. Robert Lowe, Esq., (signed) “ Carlos Gutierrez. 

Chairman of Select Committee of Foreign Loans.” 

* 142. No documents or information of any kind in relation to the Honduras Loans 
(except what is contained in the Historical Account) were furnished by Don Carlos 
Gutierrez until on the 14th day of the inquiry proof was given that he had certain im- 
portant documents in his possessions which he then caused to be forwarded to your Com- 
mittee. : 


«143. Your Committee, desiring to obtain the evidence of Mr. Lefevre, directed that 
he should be summoned to appear before them. It was found that he was resident in 
France, and therefore his attendance could not be secured. On the 8th of April, when 

your 
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your Committee had examined 18 witnessesin relation to the Honduras Loan, a letter 
was received from Mr. Lefevre, in which he offered to attend and give evidence before 
your Committee upon condition that he should appear by counsel who was to be allowed 
to state his case before he was examined; that he should be permitted to call any 
witness on his behalf whom he thought necessary, and that he should have the right of 
cross-examining all witnesses who had been called, or might be called before your Com- 
mittee whose evidence affected him. 


“144. Your Committee declined to allow a person to impose the terms upon which he 
would give evidence, and refused to place Mr. Lefevre in a different position to that 
occupied by those persons who were examined before them. 


«145. Apart from their determination upon this ground, it appeared to your Com- 
mittee that the terms sought to be imposed were so unreasonable, that Mr. Lefevre must 
have anticipated that they would be refused. 


_ 146, Mr. Henry Louis Bischoffsheim, the representative of Messrs. Bischoffsheim & 
Goldschmidt in London, was summoned to attend before your Committee. He applied 
to be excused from being examined as a witness, on the ground that a suit had been 
instituted against him in the Court of Chancery in relation to one of the Honduras 
Loans. I[t was also certified to your Committee that Mr. Bischoffsheim was suffering 
from severe indispusition. i 


* 147. Your Committee resolved that the fact that litigation having relation to matters 
being inquired into before them was pending, did not excuse the non-attendance of a 
witness, or his refusal to give evidence, but in the exercise of their discretion they did 
not enforce Mr. Bischoffsheim’s appearance before them. 


* 148. In consequence of these three principals in the transactions and dealings con- 
nected with the Honduras Loans not appearing before your Committee, the evidence in 
relation to them has been obtained with great difficulty, and by slow degrees.” 


DRAFT REPORTS proposed by Mr. Edward Stanhope, read the first time, as 


follows :— 
“Toe Santo Domineo Loan. 


“ 1, On the lst of May 1869, the Government of Santo Domingo entered into an agree- 
ment with Mr. Edward Herzberg Hartmont, who also became the Consul General for 
that Republic in London. He contracted to provide a sum of 420,0007. of which 
50,000 7. was to be paid on the day of the signing of the agreement, 270,000 2. more 
during the last half of the year 1869, and 100,000 /. was to be retained by him as compen- 
sation for his‘‘outlays, risks, and commission.’ He was authorised to fix the nominal 
amount of the loan to be issued in London. The Government, for the interest and sinking 
fund of their debt, on their part undertook to pay an annuity of 58,9002, in haif-yearly 
instalments for a period of 25 years, amounting, it will be observed, toa total sum of 
1,472,500 J. 


«2. By this agreement, the regular payment of the annuity was declared to be guaran- 
teed by the entire assets of the State of Santo Domingo, its customs.. its revenue, and its 
domains, the State having no other debt. As a special cuarantee, the Government pledged 
the import.and export duties of the ports of Santo Domingo and Puerto Plata, which were 
stated to amount annually to between 500,000 and 800,000 dollars (100,000 /. to 
160,000 /.), and to be entirely free from any other charge. And as a supplementary 
guarantee, the Government further granted ‘ to the bondholders of this loan, a first 
mortgage on the coal and other mines, and the forests belonging to the Government in 
the Peninsula of Samana, to east of Grand Estero, as also on: the revenues accruing to 
the Treasury from the export of guanos or guanitos from the island of Alto Velo. These 
undertakings have been conceded to Messrs. Hartmont & Co. by special treaties, and one 
clause in these agreements specifies that all the duties and revenues due to the Santo 
Domingo Government on these undertakings, are to be paid directly into the hands of the 
contractors of the loan, to be used in payment of the interest and sinking fund of such 
loan.’ It was stated in evidence by Mr. Hartmont, that the expenses of opening up 
Samana would have been very heavy, and that it was on this account that so high an 
amount of commission was fixed as the sum of 100,000 J. 


« 3. In July 1869, the prospectus of the loan was issued in London by Messrs. Peter 
Lawson & Co., acting for Mr. Hartmont. It was for a nominal sum of 757,700 /., at the 
issue price of 70 per cent., and bearing interest at the rate of 6 per cent. A sinking fund 
was to be provided, so as to pay off the whole loan in 25 vears, by half-yearly drawings, 
the first to take place on the 15th of December 1859. If the whole loan had been taken 
up on these terms, it would have produced, not 420,000 Z., but. 530,000 /., and under the 
agreement Mr. Hartmont claims to be, and would have been, entitled to retain this 
sum of 110,000 /. in addition to his commission. 
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‘© 4, The public was not informed in the prospectus that Mr. Hartmont was the original 
concessionaire of the guano on the island of Alto Velo, but a letter was appended bearing 
the signature of ‘ Peter Lawson & Co., Contractors for the Guano,’ addressed to 
Mr. Hartmont, as Consul General, and giving an account of the personal investigations of 
a member of that firm into the deposits of guano. 


«5, The loan was very badly received by the public, and though several attempts were 
made in the summer of 1869 to form a syndicate for the purpose of placing it, they were 
unsuccessful, and in October 1869 the certificate to the Stock Exchange, signed by Peter 
Lawson & Son, stated that the amount of 178,700 7. (nominal value) only had been duly 
allotted to the public. But the evidence before your Committee seems to show that even 
of this sum 91,000 Z. (nominal value) was taken by Messrs. P. Lawson & Son themselves 
(at 55 per cent.), and only15,000 /. (nominal value) was really subscribed for by the public 
at 70 per cent. As to the remainder, no explanation was given. 


“6. Upon this application the Committee of the Stock Exchange granted a partial 
quotation only, and in answer to a letter from the brokers to the loan, Messrs, P. Law- 
son & Son wrote on the 8th of November 1869 that, ‘in reply to your inquiry what is to 
be done with the balance of the Santo Domingo Loan, we beg to state that we are autho- 
rised to dispose of it to the public on the original terms, and any amount not placed by us 
with the public will be retained by the Government on its own account in the same 
manner as other Governments are in the habit of dealing with similar cases.’ Such an 
arrangement would not seem to be justified by the terms of the agreement, nor 
‘was there any evidence before your Committee that such authority was given by the 
Government. 


«7, About December 1869 or January 1870, Mr. Sharp, the solicitor to Messrs. Peter 
Lawson & Son, applied to Messrs. Cazenove & Co., in their capacity of brokers, to effect 
an arrangement for the dispusal of about half a million (nominal value) of Santo Domingo 
Bonds. They looked into the matter; several meetings were held at the office of Messrs. 
J. 8. Morgan & Co., and negotiations for the purpose of accomplishing this object con- 
tinued until the end of January. ; 


“8. On the 19th January 1870 another application was made to the Committee of the 
Stock Exchange as follows :— 


‘London, 20, Bridge-row, Cannon-street, E.C., 
“Gentlemen, 19 January 1870. 

‘ With reference to the former application for a quotation in the official list of the San 
Domingo Six per Cent. Government Loan, 1869, we beg to inform you that the total 
amount of 757,700/. has been disposed of, and we have, therefore, to request that the 
quotation in the official list may be extended to the entire loan. 


‘Weare, &c. 
‘ To the Committee of the (signed ) ‘* Peter Lawson & Son.’ 
Stock Exchange.’ 


‘‘ The rule of the Stock Exchange expressly requires that the certificate should state 
the amount ‘ allotted to the public,’ and Mr. de Zocte, the Chairman of the Committee 
of the Stock Exchange, admitted that the words ‘ disposed of’ do ‘not convey the 
impression of its having been allotted to the public in any ordinary way,’ but evidently 
imply the existence of a‘ private contract.’ It is difficult, therefore, to understand how 
the Committee of the Stock Exchange could accept the above certificate as a fulfilment of 
the requirement of their own rule, and grant without further information a quotation for 
the entire loan. If any inquiry had been made into the circumstances, it would have been 
found that the balance of the loan was neither allotted to the public, nor even at that date 
disposed of, for the above negotiations commenced by Messrs. P. Cazenove & Co. did not 


result in a contract until the 31st January 1870. 


“9. Upon that day an agreement was entered into by which Messrs. Bischoffsheim & 
Goldschmidt, and Messrs. J. S. Morgan & Co. (acting on their own behalf and on that of 
Messrs. C. Morrison, Julius Beer, and Morton, Rose & Co.) became the purchasers of the 
whole loan (less the 178,700 7. previously allotted) at the reduced price of 55 per cent. 
This contract was subject to the condition that 100,000 /. was to be paid in cash on the 30th 
of April, and that on that payment being made, the purchasers might elect either to carry 
out the purchase or to rescind it. 


“10. This agreement appears only to have been carried out to the extent of about 
100,000 2. in cash, and the remainder of the bonds (except a few which were devoted to 
the payment of Messrs. Cazenove’s commission, and of law and other expenses) were 
disposed of to Mr. Hartmont, Messrs. Bischoftsheim & Goldschmidt, and Messrs. J. 8. 
Morgan & Co., at an average price of 50 per cent., the total receipts in cash being stated 
by Mr. Hartmont as 372,0097. These bonds were afterwards sold to the public by 
Messrs. Bischoffsheim & Goldschmidt and by Mr. Hartmont. By these means the whole 


* 


of the loan was placed in the hands of the public, and now remains outstanding, with the 


exception of those bonds which have been drawn for redemption. The evidence before 
your 
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your Committee as to the price at which they were thus sold is imperfect. Mr. Hartmont 
stated that he himself sold bonds, chiefly in Germany, to the amount of 233,000 7. 
(nominal value) at an average price of 50. But it appears that between the months of 
February and May 1870, they were quoted upon the London Stock Exchange at prices 
varying from 64 to 71 per cent., and that the bonds which, during that period, passed 
through the hands of Messrs. Cazenove & Co., as brokers, amounting to 760,000 J. (nominal 
value), realised from 70 to 71 per cent. Messrs. Bischoffsheim & Goldschmidt, either by 
themselves or in concert with Messrs. J. S. Morgan & Co., sold altogether 390,000 0. 
(nominal value). 


“11. The only sum which the Government of Santo Domingo acknowledges that it has 
ever received is 38,000 /., being the balance of the 50,0007. to be paid in May 1869, after 
deducting Mr. Hartmont’s proportion of the commission due to him. From Mr. Hart- 
mont’s evidence it would appear that he claims to have paid the full sum of 50,0002 It 
is admitted on both sides that no other payment has been made. 


“12. According to the statement made to your Committee by Colonel Mendez, the 
Charge 7 Affaires of the Republic, the only other tender ever made to the Government 
out of the proceeds of the loan was 2,0002. in May 1870, increased in June to 10,0002, 
besides about 1,000 2% worth of arms, all of which were refused by the Government. 
Mr. Hartmont, however, alleges that in February 1870 he personally tendered the sum 
of 211,1007. to the President of the Republic, but that it was not accepted on account of 
the negotiations then going on for the annexation of Santo Domingo to the United States 
of America. This amount was arrived at as follows :— 


£. 

Payment in advance, May 1869 - - - - ri 50,000 
Retained for first year’s annuity - - - ~ 3 58,900 
108,900 

Balance due to the Government - - - - - 211,110 
£, 320,000 


“ 13. In July 1870, the Senate of the Republic of Santo Domingo passed a resolution 
altogether repudiating the loan. But there is no evidence before your Committee to show 
that this fact was communicated to the English public or to Mr. Hartmont until Sep- 
tember 1872, and during that interval Mr. Hartmont continued to discharge the duties of 
consul general forthe Republic in London. The grounds of this repudiation were, first, 
that it was Mr. Hartmont’s duty to have fixed only such a nominal amount for the loan 
as would, at the issue price of 70, have produced 420,000 /. This would have been 
600,000 7. (nominal value). But this contention was not borne out by the contract pro- 
duced before your Committee, and the Government of Santo Domingo was under no 
liability to pay any principal sum but, only a fixed annuity for 25 years. Secondly, it 
was urged by Colonel Mendez that the essential condition of the agreement of lst May 
1869 was that the balance of 270,000 /. should be paid before 31st December 1869, which 
has not been done. But the evidence before your Committee, though imperfect, seems to 
show that the Government of Santo Domingo did not avail itself of the non-fulfilment of 
this condition, but continued to negotiate on the subject of the loan during the year 1870, 
nor was it alleged that any attempt to formally repudiate the loan was made until July of 
that year. However this may be, it is clear that the Republic found the loan an impedi- 
ment to the scheme of annexation to the United States, and felt the improvidence of a 
bargain by which in return for a sum of 320,000/., they were to pay annuities amounting 
to the total sum of 1,472,500 /., or, in other words, more than 18 per cent. per annum for 
25 years. 


* 14. Mr. Hartmont not having remitted the balance of the sum which he had con- 
tracted to pay to the Government before the end of 1869, does not appear to have been 
entitled, on the 1st of January 1870, to deduct from it the amount of the first year’s 
annuity, especially as one-half of it was not under any circumstances due until the month 
of July. From the balance of 211,100/., with which he credits.the Government at that 
time, he deducted the half-yearly annuities of 29,4502. payable during 1871 and 1872, 
having thus stillin his possession in August 1872, when all authority was withdrawn from 
him, the sum of 93,0007. Agaimst this, however, he claimed to set off certain alleged 
damage in respect of the Samana concession, though about that time he stated his willing- 
ness to pay over this balance to the Council of Foreign Bondholders in London, if Colonel 
Mendez would confirm the loan. This not being done, he has retained it himself, and 
invested it in his business, and neither the Government nor the bondholders have received 
any further sum out of the proceeds of the loan or otherwise.” 
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“Tue Costa Rica Loans, 1871 and 1872. 


App. p. 156. “1. On the 5th May 1871 an agreement was made between Don Carlos Gutierrez, 
Minister and Special Commissioner of the Republic of Costa Riea, acting on behalf of 
his Government, and Messrs. Bischoffsheim & Goldschmidt, by which the Government 
guaranteed an annuity of 84,0007. payable half-yearly during 25 years, in return for a 
sum of 560,000 7. ‘The nominal amount of the loan to be raised, and the time and manner 
of raising it, were left to the discretion of the contractors. 


App. p. 158. _ “2, The regular payment of this annuity was guaranteed by the entire revenues and 
assets of the State of Costa Rica, including its customs, and other duties and imposts, and 
all its other revenues and its domains.. The holders of the bonds for this loan were de- 
clared to be entitled to a first lien on the above-mentioned objects, the State of Costa 
Rica having no other debts. Art. 9 of this agreement states :-— 


«“¢ To still more effectually assure the accomplishment of the engagements entered into 
‘by the Government of Costa Rica, the latter will pledge as a special guarantee the im- 
‘port and export duties accruing from the customs of the ports of Punta Arenas on the 
‘ Pacific Ocean, and all the other ports and places where custom dues are or may be for 


‘the time being levied or leviable within the Republic. 


_ Art. 10. The Government declares that the revenues from the aforesaid custom-houses 
‘of the Republic amount annually to upwards of 406,899 dollars, equal to about 82,000 Z. 

*< British sterling, and the Government declares, moreover, that the revenue from the 
* custom-houses is entirely free from every charge. 


‘Art. 11. With the view of assuring the prompt remittance of the annuity, the Govern- 
‘ment of Costa Rica hereby authorises the contractors to nominate an employée or 
‘receiver at each one of these custom-houses of the Republic. These receivers or 
‘employées shall countersign the receipts delivered by the receivers of customs, and col- 
‘lect the duties until they amount to the sum requisite for the payment of the annuity, 
‘and shall, if required by the contractors, hand these over to the British Consul for the 
‘ time being, in the city of San José, in the said Republic, who will remit them to the 
‘ contractors at their counting-house in London monthly; should the British Consul be 
‘unable or unwilling to undertake this office, it shall be confided to the nominee of the 
‘ contractors on behalf of the bondholders; but the contractors will not incur any personal 
‘responsibility, liability, or trust whatsoever; and the moneys received shall be at the 
‘risk of the Government until the same are paid to the contractors at their counting-house 
‘in London. Every receiver so appointed as aforesaid shall be deemed to be the agent of 
“the Government, and not of the contractors or the bondholders. 


‘ Art. 12. The collection of these duties on account of the annuity shall. commence on 
‘the Ist day of August next.’ 


«¢ 3. The loan was accordingly issued in two parts, each consisting of 500,000 7. nominal 
capital, bearing 6 per cent. interest, and redeemable by a sinking fund of 2 per cent., the 
first drawings in respect of which were fixed in each case a month before the last instal- 
ment of the subscriptions to the loan became due. ‘The first issue took place on the 8th 
of May 1871, and was at the price of 72 per cent.; and, on the 20th of the same month, 
the certificate to the Stock Exchange stated that the whole amount of the issue had been 
applied for and allotted. 


a 476 “4, In accordance with the 11th Article of the agreement, Messrs. Bischoftsheim & 

PP: p- 170. Goldschmidt, in July 1871, appointed Mr. Edwin Corbett, Her Britannie Majesty’s 
Chargé d’ Affaires and Consul General in Costa Rica, as their representative, and as the 
receiver of the Customs duties for the purposes of the loan. Mr. Corbett gave notice of 
his appointment to the Government of Costa Rica, and Don 8. Gonzalez, the Minister of 
Finance, states in a letter dated 15th September 1871, that the instalments of 3,500 J. due 
for the months of August and September had been paid into the Anglo-Costa Rican Bank 
at San José, as requested by Mr. Corbett. From the accounts furnished by Don Carlos 
Gutierrez it appears to your Committee that these sums were not derived from the 


App. p- 166. 5 
Date de Beptemben: Customs duties. 


“5, The second issue was made on the 18th of October 1871, at the increased price of 
74 per cent. The prospectns stated that ‘the representative of Her Britannic Majesty in 
«Central America, in accordance with the conditions of the general bond of the former 
‘issue, is already in receipt of the Customs dues hypothecated to the first issue, and will 
‘take charge of those belonging tu the present issue.’ On the 30th of October Messrs. © 
Bischoffsheim & Goldschmidt certified to the Committee of the Stock Exchange that this 
part of the loan had also been fully applied for and allotted. 


“6, Except these certificates of the contractors for the loan, your Committee have no 
evidence before them asto the circumstances attending the issues of this loan. It will be 
observed that the total amount which ought to have been received from the public by 
Messrs. Bischoffsheim & Goldschmidt, according to the terms of these prospectuses, is 

730,000 7. 


App. p. 171. 
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730,000 2., from which the first half year’s interest of 3 per cent. would have to be de- 
ducted. According to the statement of accounts furnished by Don Carlos Gutierrez, 
bearing date the 31st of May 1872, the Government of Costa Rica appears to have been 
duly credited with the sum of 560,000/., which Messrs. Bischoffsheim and Goldschmidt 
had contracted to provide. Three letters also produced by him show that his conduct 
with reference to the issue of the loan, as well as that of Messrs. Bischoffsheim & Gold- 
schmidt, met with the entire approval of the Government of Costa Rica. 


“7. The monthly payments in respect of the annuity guaranteed by the Government in 
respect of the interest and sinking fund of the loan, appear from the accounts submitted 
to your Committee to have been made, until the month of March 1872, and according to 
the statement of Don Salvador Gonzalez to the Congress of Costa Rica, on the 3rd of 
June 1873, they were continued until October 1872. These sums also seem not to have 
been derived from the Customs duties. Harly in 1872 a dispute arose with Messrs. 
Bischoftsheim & Goldschmidt, the reason for which was stated by Don §. Gonzalez to be 
that Messrs. Bischoffsheim & Goldschmidt had transmitted no information of the drawings 
which ought to have taken place for the redemption of the loan. In consequence of this 
the monthly remittances were retained by the Government, and on Mr. Corbett making 
an application for their payment, his request was categorically refused. No remittance 
has since been made in respect of the principal or interest of the debt, but the interest 
continued to be paid until 1 November 1874. 


“8. The loan of 1872 came out under different auspices. On the 2nd of May, Don 
Manuel Alvarado, specially commissioned by the Government, entered into an agreement 
for the purpose of effecting a loan. It was contained in three deeds of even date, Messrs. 
Knowles & Foster being parties to the first, or principal contract, and the house of Messrs. 
Emile Erlanger & Co. to the others. The effect of the first contract was that Messrs. 
Knowles & Foster were authorised to issue a loan for the nominal amount of 2,400,000 /., 
- at the price of 82, bearing 7 per cent. interest, and redeemable by an accumulative sink- 
ing fund of one per cent., so that to pay off interest and principal the Government under- 
took to pay, for 31 years, an annuity of 192,000 /. 


«9. Asa special hypothecation ‘over and above the general revenues of the Republic 
and its good faith, the Government pledged to the regular payment of interest and re- 
demption of the loan—(1.) The net proceeds of the monopoly of alcoholic liyuors; 
(2.) The net proceeds of the tobacco monopoly; (3.) The tax on coffee; (4.) The net 
proceeds of the railway.’ And by Art. 5, ‘in order to give further efficacy to the special 
guarantees affecting this loan, the Republic, in case of default of the punctual remittance 
of any one of the half-yearly payments for the interest and redemption, concedes to the 
holders of the bonds of the loan the right of appointing one or more agents, who shall 
receive directly from the fiscal agents of the Republic the proceeds of the different 
branches of the revenue, which, in conformity with this Article, are affected to the 
guarantee, and should the receipts from these sources not be sufficient, they shall have 
the power to take the administration of the railway, and to receive the net proceeds 
thereof, up to the amount necessary for the payment of the interest due and bonds 
drawn, as also to cover all expenses incurred by the said agent or agents of the bond- 


holders.’ 


ioe 1 By the second contract, Messrs. Erlanger & Co. bound themselves to take ‘firm’ 
the sum of 800,000 /., nominal value, or so much of that amount as should not be taken by 


the public; that is to say, they were to form a Syndicate to guarantee the placing of a 
third part of the entire loan. : 


« Article 3 of this contract states :—‘ Messrs. Emile Erlanger & Co. will have the right 
‘to purchase for account of the Republic, if they find it necessary for the success of the 
‘loan, up to the sum of 100,000 7. sterling nominal of the loan already issued by the 
“Republic im London, and to take the funds necessary for these purchases from those 
“belonging to. the Republic which may be realised in virtue of the present contract. 
‘This advance shall continue up to the time when Messrs. Emile Erlanger shall think it 
‘opportune to resell, for account of the Republic, the bonds purchased. But if the 
‘public subscription does not exceed the sum of 1,000,000 /. sterling nominal, Messrs. 
‘Emile Erlanger & Co. bind themselves to advance to the Republic in account current 


‘the money necessary for the purchases so made, up to the amount of 75 per cent. of the. 
‘amount they may have paid. 


‘ Article 4. To secure as much as possible the success of the subscription to the Joan, 
‘the Republic of Costa Rica authorises and gives power to Messrs. Emile Erlanger & o. 
“to purchase on the London market, for account of the Republic, such an amount of the 
“mew loan as they may think necessary for the success of the operation. The Republic, 
“however, will not have to pay any premium or excess over the issue price on these 
“purchases; the premium which may have been paid will, on the contrary, be at the 
“charge of Messrs. Emile Erlanger & Co. . . . Messrs. E. Erlanger & Co., however, 


‘will not have the right to make such purchase for account of the Republic after 30 days 
‘from the allotment of the loan.’ 


“11, In the negotiations which took place previously to these contracts being entered 
into, Messrs. Knowles & Foster stipulated for a commission of one per cent., and insisted 
367. m 4 - that 
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that if they were to have anything to do with the business, the totul charge to the Govern- 
ment should not be made too onerous. According to Mr. Foster’s statement, from which, 
however, Baron Erlanger dissented, ‘an honourable understanding’ was come to that the 
total charge tothe borrowing Government should not exceed7percent. This wouldamount 
to 168,000 /., and it was agreed that one per cent. was to go to Messrs. Knowles & Foster, 
40,0007. (being five per cent. on the 800,000 /. guaranteed) to the Syndicate, and the 
balance of 105,000 J. to Messrs. Erlanger & Co. and those associated with them, to defray 
the general expenses connected with the issue of the loan. Accordingly, Article 6 of the 
second contract states that, ‘except the deduction spoken ofin the preceding articles’ (of 
7 per cent.) {no other charge for commission and expenses can be made on the bonds sub- 
scribed or not subscribed by the public.’ Yet on the same day a third and secret con- 
tract was entered into between Don Manuel Alvarado and Messrs. Emile Erlanger & Co., 
which was concealed from Messrs. Knowles & Foster. It was as follows :—* By dero- 
gation from Article 6 of the contract of this day ’ (alluded to in this Report as the second 
contract), ‘ and in addition to the conditions stipulated in Article 5, a margin of 4 per. cent. 
is allowed to Messrs. Erlanger & Co. for all adverse operations which will be undertaken 
on the market against the present loan; they, therefore, shall be at liberty to deduct this 
4 per cent., namely, 96,000 /. sterling, in addition to the other deductions mentioned in the 
contract of this day.’ 


“12. The Syndicate formed by Messrs. Emile Erlanger & Co. to guarantee the placing 
of 800,000 2. (nominal value), of the loan consisted of 41 firms or persons who took sums 


_ varying from 10,0007. to 75,000 7. 


‘13. The prospectus issued by Messrs. Knowles & Foster duly announced a 7 per cent. 
loan of 2,400,000 2. (nominal value), with an annual sinking fund of 1 per cent., the draw- 
ings to take place half-yearly, commencing in September 1872. The price of issue was 
82 per cent., but of thissum only 45 per cent. was to be paid up by the subscribers before 
the date fixed for the first drawing. A memorandum, signed by Don Manuel Alvarado, 
was appended to the prospectus, giving particulars of the securities specially hypothecated, 
which were stated to produce an annual amount of 257,000/., and these ficures were 
declared to be ‘not mere estimated amounts, but the realised results of the income derived 
in 1871 from the sources specified.’ Estimates were also given of the amount of coffee 
produced in Costa Rica on an area of 460,000 acres, and of the number of tons annually 
exported from that country. The objects of the loan were expressed to be to carry out 
certain industrial works and specially to provide the necessary funds for the completion 
of the railway to Port Limon, on the Atlantic, ‘to which the previous loan had been 
already for the greater part applied.’ From Mr. Foster’s statement to your Committee, 
it is clear that his firm took very little pains to verify the facts contained in this memor- 
andum before issuing it to the public, but relied upon Don Manuel Alvarado’s state- 
ment. 


“14, The prospectus was issued on the 3rd of May, and the allotment took place on the 
9th. Applications were made to Messrs. Knowles & Foster to the amount of 2,098,350 7. 
(nominal value), and their certificate to the Stock Exchange on the 22nd stated that the 
total sum allotted was 2,089,000 Z. (nominal value) on which 15 per cent. was paid. On 
the same day a protest was sent to the Committee of the Stock Exchange by Messrs. 
Bischoffsheim & Goldschmidt against the grant of a settlement and official quotation for 
the new loan, alleging that the Government of Costa Rica had not fulfilled the conditions 
of its contract for the loan of 1871, and enclosing a copy of their correspondence with that 
Government. In reply to inquiries from the Committee of the Stock Exchange, Messrs. 
Bischoftsheim & Goldschmidt further stated, en the 31st of May, that remittances had up to 
a certain period been made through Mr. Corbett by the Government, but that no remit- 
tances whatever had come by the last three mails, making two instalments in arrear. 
Your Committee have been unable to obtain any explanation of these irregularities, but 
the Committee of the Stock Exchange granted the settlement and official quotation for 
the loan of 1872, having received what they considered satisfactory explanations. 


“15, Baron Erlanger stated to your Committee that the contract between his firm and 
the Government, previously described as the second contract, was shown to Messrs. 
Knowles and Foster. This was not admitted by Mr. Foster, but they were at any rate 
aware that Messrs. Erlanger & Co. were authorised, under certain circumstances, to make 
re-purchases on behalf of the Government, but. state that they felt very great surprise 
when, on the 10th June 1872, they were informed that between the issuing of the pro- 
spectus and the day of allotment, that is, within six days, Messrs. Erlanger & Co. had 
bought back, on behalf of the Government, no less an amount than 1,426,5007. (nominal 
value). Mr. Foster stated to your Committee his opinion that “ if it had been necessary 
to have bought up to anything like such an amount as was bought, the loan ought never 
to have been issued’. So little did he or his firm suspect that a transaction of this 
magnitude had taken place, that they continued to buy largely on their own account after 
the allotment had been made, until they found that they could not arrest the depreciation 
of the stock, and that they were actually purchasing bonds which were being sold by the 
Syndicate. In consequence of these purchases, the result of their connection with the 
loan has been, according to their statement, to make them losers of 20,000 1., after receiving 


all the commission due to them. 
“16, Under 
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“16. Under this power of re-purchase given by the second contract, Messrs. Erlanger 
& Co., between the 3rd and 9th of May, bought from 70,000 7. to 100,000 Z. (nominal 
value) of the loan of 1871, and 1,600,000 /. (nominal value) of that of 1872, of which 
about 200,000 7. was re-sold within the same period. The effect of these purchases would 
obviously be to keep the loan at a fictitious premium, and to encourage applications from 
the public. Baron Erlanger, who justified such a transaction as necessary, spoke of it as 
very common, and as not exceeding in the amount of the re-purchase other cases within 
his own experience. But independently of the character of the purchase itself, your Com- 
mittee would point out that Messrs. Erlanger & Co. permitted Messrs. Knowles & Foster 
to sign a certificate that two millions of the loan had been unconditionally applied for by 
and allotted to the public, when three-fourths of that amount was really in the hands of 
Messrs. Erlanger. 


“17. The result of these transactions was as follows :— 


pm 
Bonds allotted on 9th May, by Knowles & Foster - = - |_ 2,089,000 
Bonds re-purchased before that date by Erlanger & Co. - | 1,426,500 
0. 663,500 


So that the whole number of bonds remaining in the hands of the public was onl 
662,5007., and the Syndicate was bound to make good its guarantee of 800,000/., and to 
take bonds to the value of 137,500 /. (nominal value). Adding these to the amount pre- 
viously allotted, it will be seen that the total stock issued by Messrs. Knowles & Foster 
amounted to 2,226,500 7. (nominal value), the gross proceeds of which were stated by them 
to be 1,822,9507. From this they were entitled by their contract to retain the commis- 
sion due to themselves and to the Syndicate, and the first three half-yearly portions of 
the annuity guaranteed by the Government of Costa Rica. The balance, which was 
stated as 1,576,240 /., and by Baron Erlanger as 1,588,883 /., appears to have been duly 
paid over by them to the bankers to the Government, Messrs. Erlanger & Co. 


«18. Further monies were received by Messrs. Erlanger & Co., under two subsequent 
contracts with the Government of Costa Rica. On the 18th of November 1872, 
M. Crisanto Medina, on behalf of that Government, in order to provide for its pressing 
pecuniary wants, agreed (amongst other things) to sell to Messrs. Erlanger & Co., bonds 
to the amount of 400,000/. (nominal value) at the price of 67 per cent., less the coupon 
overdue, or, in other words, at 633 per cent. ‘Ihis arrangement was subsequently carried 
out, and the Government was duly credited with the proceeds, amounting to 254,000 J. 
The proceeds of these sales being absorbed, the remainder of the bonds then unsold were, 
by another contract made in or about April 1873, deposited with Messrs. Erlanger & Co. 
as security for an advance of 150,000 7. cash, for which the Government undertook to pay 
interest at the rate of 6 per cent. per annum, and a commission of 23 per cent. If this 
sum was not repaid before the 30th July 1873, Messrs. Erlanger & Co. were entitled to 
sell at the market price so many of the bonds as might be necessary to repay the amount 
due to them. Under this agreement, bonds to the amount of 178,600 7. (nominal value) 
were sold, which realised, according to the accounts produced to your Committee, the 
sum of 92,2467. The total sum received in cash by Messrs. Erlanger & Co., on account 
of the loan of 1872, was therefore, according to their accounts— 


£ 


By received from Messrs. Knowles & Foster - - - | 1,588,883 

By bonds sold under November agreement —- - - | 254,000 

2 April Ly - - - 92,246 

} By coupons cashed, and cashed drawn bonds’ - - - 68,568 
- £. | 2,003,697 


“19. It has been already explained that it was understood by Messrs. Knowles & 
Foster, and expressed in the second contract, that the total charge to the borrowing 
Government should not exceed 7 per cent., and it was not until the autumn of 1873 that 
the terms of the third or secret contract between Don Manuel Alvarado and Messrs. 
Erlanger & Co., by which a margin of 4 per cent. (amounting to 96,000 J.) was allowed 
to the latter, came to their knowledge. They at once expressed their extreme dissatis- 
faction that such an agreement should have been made, and kept secret from them. But 

this was not all, for it was explained to your Committee by Baron Erlanger that, besides 
this deed which was concealed from the contractors for the loan, there was an arrangement 
of so confidential a nature that it was not committed to writing. This was to the effect 
that under no circumstances should this sum of 96,000 /. go to Messrs. Erlanger & Co., 
but it was to be put at the disposal of the Government for a secret service fund, one object 
of which was the purchase of a war vessel and of arms. The reason for this reservation 
/in,a contract, which was already secret, was not fully explained by Baron Erlanger, nor 
1s. it clear how this sum was actually disposed of. 
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“20. The accounts furnished by Messrs. Erlanger & Co. indicate that the sum of 
2,003,697 J. cash, which they had received on ‘behalf of the Government, was disposed of 
as follows :— 


To re-purchase of 1,426,500 /. (nominal value), and payment of 


instalments on same - - - - 1,122,839 
To annuities paid to Knowles & Foster, on account of bonds in hand 86,195 
To part of commission, according to contract - - - - 20,000 
To the Government of Costa Rica in cash, and by payments made 

on behalf of that Government - - - - - - 817,808 


£. | 2,046,842 


Leaving on the face of these accounts a balance due to Messrs. Erlanger & Co. of 
43,145 1, with interest since the origin of the debt. 


“2:. These accounts appear also to show, that out of the nominal total of 2,400,000 /., : 
bonds to the amount of 903,900 7. are now unissued or unsold, 36,000 7. have been drawn, 
and that therefore the present indebtedness of Costa Rica in respect of the loan of 1872 is 
1,460,100 /. (nominal value). 


“© 22. From the evidence before your Committee, it is impossible to arrive at any accurate 
statement or computation of the disposition of the monies received. The Government 
was credited by Messrs. Erlanger & Co., according to their accounts, with the above- 
mentioned sum of 817,808 /., and also with 118,900 /., which has been paid in respect of 
interest and sinking fund. From an official Report presented to the Constitutional Con- 
gress of Costa Rica in 1874 by Don. S. Lara, it appears that that Government 
estimates the net proceeds of the loan, which it received in cash, at the sum of 515,165 1. 
only. 


«23. Interest was paid in respect of this loan until the 1st of November 1874, but no 
remittance appears ever to have been made from Costa Rica, and except the sums 
retained in England out of the proceeds, the bondholders have never received anything 
whatever in respect of the principal or interest of the debt. This default seems to be 
mainly attributable to the bad faith of the borrowing Government, which has made no 
attempt to meet its engagements. But no formal repudiation of either loan has been: 
made, while some of the circumstances attending the issue of that of 1872, the re-purchase 
by Messrs. Erlanger & Co., and the subsequent dealings of the Government of 
Costa Rica with that house, have still to be investigated by the Courts of Law in this 
country.” 


DRAFT REPORTS proposed by Mr. Watkin Williams, read the first time, as 
follows :— 


“THE PARAGUAY LOAN, 1871. 


“], In the year 1871, the Republic of Paraguay being desirous of raising a loan.of 
1,000,000 7. in England, entered into an agreement, dated 21 November 1871, through 
their authorised agent, Don Maximo Terrero, the Consul General’ of the Republic in 
London, with Messrs. Waring Brothers, of Victoria Chambers, Westminster, Contractors 
for Public Works, by which it is provided in Article. 1, that they would ‘aid and co- 
operate’ with him ‘in negotiating and raising for the said Republic of Paraguay a loan 
of the nominal amount of 1,000,000 J. sterling’ upon the terms of that agreement, and of 
the prospectus to be approved and signed by Don Maximo Terrero. Art. 4, that ‘ the 
moneys to'be raised by the said loan shall be paid into a London bank in the name of 
the contractors, who shall account to the Consul General, on behalf of the Government, 
for the same as herein provided.’ Art. 5. ‘If a settlement is granted by the Stock 
Exchange, the contractors shall, within 15 days thereof, account to the Consul General, 
on behalf of the Government, at the price of 64 /..as and-when received for every 1007. 
nominal value of bonds,’ ‘subscribed for and issued to the public.’ —Art.6. ‘The 
difference between the issue price’ and the 64 per cent. to be a first charge on all moneys 
received, and to be retained by the contractors prior to accounting. Art.’7. ‘Until 'the 
expiration of 12 months from the settlement, the contractors ‘alone shall be at liberty to 
dispose of any unplaced portion of the loan, accounting for the same to the Government,’. 
at 64 per cent,; ‘and if any portion remains unplaced at the end of 12: months, ‘the 
Government may dispose of ‘such’ portion'as they may think fit.’ 


“2. On the same day, the following letter was addressed by Don Maximo Terrero to 


“Messrs. Waring Brothers :— 


‘Dear Sirs, ‘ London, 21 November 1871. 
‘Paraguay Loan.—Referring to the agreement of this‘ date I have concluded’ with 
you, on behalf of my Government, I beg to state for your satisfaction that'such portion 
(if 
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(if any) of the above loan as shall be applied for by you or your nominees, and subscribed 
or purchased inthe market by oron your behalf, for the purpose of promoting the suc- 
cess of the loan (and which you are at liberty to do to any extent you think expedient), 
shall not be considered as subscribed for or issued within the meaning of Art. 5 of such 
agreement, but shall be regarded as not placed; and you shall not be required to account 
to me or my Government for the same, unless or until you shall have sold and disposed 
thereof within the period of 12 months, mentioned in Art. 7 of the said agreement. 


©‘ Maximo. Terrero.’ 


“Mr. Charles Waring stated to your Committee that there was no reason why this 
authority to buy back a portion of the loan, which was in derogation of the agreement of 
21st November, should have been given in a separate letter, except that the contract had 
been then drawn up, and that this condition was forgotten. Your Committee would, how- 
ever, observe that, as will be seen hereafter, a like mode of proceeding was subsequently 
adopted with reference to the loan of 1872. 


«3. In the meantime, at the request of Messrs. Waring Brothers, Messrs. Robinson, 
Fleming & Co., of Austin Friars, had consented to undertake the bringing out of the 
loan in the London market, and the following letters were addressed to them : 


‘To Messrs. Robinson, Fleming & Co. 
‘ Paraguayan Loan for 1,000,000 J. sterling, 


‘ Gentlemen, ‘London, 21 November 1871. 
‘I, the undersigned Consul General of the Republic of Paraguay, in London, special 
commissioner for this loan, duly empowered by my Government to negotiate a loan of 
one million pounds sterling in London, hereby authorise and request you to receive sub- 
scriptions and. give receipts for the same in:accordance with the terms of the accompany- 
ing prospectus, and to apply the sums so paid to you to my order, as I shall hereafter 
direct you in writing; and I further authorise you to sign and issue scrip certificates 
pending the delivery of the bonds, and undertake to countersign or sign the latter imme- 

diately on your request. 
‘Iam, &c. 
‘ Maximo Terrero.’ 


‘To Messrs. Robinson, Fleming & Co. 
‘ Paraguayan Loan for 1,000,000 Z. sterling. 


‘Gentlemen, ‘ London, 21 November 1871. 
‘Referring to my letter to you of this date, authorising you to receive subscriptions for 
the above loan, I now hereby authorise and request you to honour all cheques and drafts 
drawn upon you against the proceeds of this loan by Messrs. Waring Brothers, and to 
pay such cheques and drafts only, to the exclusion even of any which might be drawn by 
or on behalf of the Government of the Republic or me, their Consul General. 


‘T am, &c. 
* Maximo Terrero.’ 


‘Messrs. Robinson, Fleming & Co, 


‘Paraguayan Loan of 1,000,000 J. 


: ; ‘10, Victoria Chambers, Westminster, 

| Dear Sirs, ‘22 November 1871. ; 

“Herewith is prospectus of this loan, which we approve, and we request you to issue 
the; same’ tothe public, and do what may in your judgment be thought necessary to 
obtain subscriptions for the loan; and for your services in this behalf we undertake to 
pay you a-clearcommission of 1 per cent. on the nominal amount of the loan placed, in 
addition. to all expenses’of and incidental to the bringing out of the loan, and we undertake 
torindemnify you from all consequences resulting from the issuing of the prospectus or 
other acts necessary to theiobtaining of subscriptions for the loan. 
_ “We also engage to give you the option, on the same terms, of issuing all further loans 
or financial business we may obtain during the ensuing five years from the above Republic 
under our contract or otherwise; and)should you in the same period obtain, or undertake 
like business. for the said: Republic; you are also on your part to put us, with reference 
thereto, on the-same. general terms between ourselves asin the present loan. 


‘Yours, &c. ? 
‘ Waring Brothers, 


. B67T n2 “4, The 


Q, 4605. 


Q. 4062. 


Q. 4108. 


Q. 4106. 


App., p- 


xC PROCEEDINGS OF SELECT COMMITTEE 


“4, The prospectus, issued by Messrs. Robinson & Fleming on the 22nd of November 
1871, announced a loan of 1,000,0001. at the issue price of 80 per cent., bearing 8 per 
cent. interest, and redeemable by a sinking fund of 2 per cent. The loan was stated to 
be the first public loan of Paraguay, and the principal objects proposed to be effected 
by it were to liquidate the floating debt of about 213,000 7., and to complete the State 
Railway from Asuncion to Villa Rica, and aid generally in the restoration of roads and 
public works, and the development of the resources of the country. 


«5, Annexed to this prospectus was a document described as ‘ Memorandum furnished 
by the Government Commissioner,’ the contents of which were as follows: 


‘The State of Paraguay, in the extent and fertility of territory, the excellence of its 
climate, and its ready accessibility by water conveyance to foreign and local trade, is uni- 
versally admitted to be one of the most favoured States in the region of River Plate and 
its affluents. It offers, therefore, a vast and most promising field for European emigration, 
to which vital point the Government is already giving its utmost attention and liberal 
support. 

ca is conterminous along a wide extent of frontier with the Empire of Brazil and the 
Argentine Republic, while, by the excellent inland navigation of the two great rivers 
Paraguay and Panama, and their tributaries, its capital, Asungion, and most parts of its 
territory, are within four or five days’ steam from Buenos Ayres and Monte Video, with 
almost daily communication. The country is well watered, and the soil is extremely 
fertile; magnificent forests abound, and crops of great value, such as tobacco, sugar, cotton, 
cochineal, and indigo, yield a most abundant return. It is also exceedingly rich in mineral 
wealth. The staple commodity, however, is the South America tea (Yerba mate), which is 
largely consumed throughout that continent, and of which Paraguay supplies almost the 
whole, yielding a large revenue to the State. 

‘The immense natural advantages have been for many years neutralised, owing to the 
policy of seclusion adopted by the former despotic rulers, Frandia and his successors.’ But 
now a Constitutional Government is established, and, as stated by the President of the 
Republic, Don Cirilo Antonio Rivarola, in his annual address to the Senators and Deputies, 
perfect freedom of export and intercourse with foreign countries has been solemnly pro- 
claimed as the principle from the State of Paraguay, with results which have already acted 
most advantageously in raising the country from the prostration caused by the war, and 
there can be no doubt that, under the present Government, the revenue and general im- 
provement will in a very few years be most prosperous and satisfactory. 


‘ The annual revenue of the State, before the war, was derived from— 


£. 

Customs - - - - - - - - - | 230,887 . 
Yerba mate, or South American tea, profit on Govern- 

ment monopoly = - - - - - - - | 197,683 . 
Stamps - - - - - - - ~ = 15,713 
Tithes - - - - - - - ~ - 27,524 
Leases of public lands —- - - - - - 16,600 
Product of State buildings - - - - ~ | 33,861 

£. | 522,268 


‘ There is no funded debt, and the whole debt of the State, of every description, amounts 
to only 213,335 1. 


‘PROPERTIES HYPOTHECATED FOR THIS LOAN. 


‘In addition to the Customs and General Revenues, the following property of the State 
is especially hypothecated for the interest and Sinking Fund of this Loan, which will form 
a first charge on them. 


‘1. The Public Lands and Forests: 


‘These are officially stated, in the Report of the Finance Minister for the 
current year to the Chambers, to amount to 20,000 square leagues, of which 
14,000 leagues are covered with forests of rich and varied timber, with innumerable 
industrial products and vast zones of magnificent and fertile mazé (Indian tea) 
lands, and 6,000 leagues with private lands for the cultivation of tobacco, sugar- 
cane, rice, cotton, coffee, maize, and other agricultural produce, and with superb 
plains for herding cattle. These are stated in this Report to be worth, at a low 
valuation, 176,000,000 of hard dollars, or upwards of 35,000,000 J. (say 35,000,000 7, 
sterling). 5 cons 

‘With a few years of peace, and the opening of communications? there can 
be no doubt that the value of this land, a great deal of which is of the richest 
description, well watered, and near navigable rivers, will immensely increase. 
Under any circumstances there can be no dount that the land sales alone will 
soon supply a fund more than sufficient to provide for a much larger debt than that 
now incurred. 


‘2. Public 
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*2. Public Buildings : 
‘A large number of the houses, arsenals, and warehouses in the capital, and 
‘ other towns, belong to the Government, and are to be sold to private parties and 
‘ for industrial establishments, being no longer wanted for warlike purposes. 
‘These constitute a resource which will soon become available. 
‘The report of the Finance Minister states the number of these at 148 in the 
‘ capital, and 342 in other places, worth, at a very low valuation, 400,000 /. 


‘3. The State Railway: 


‘This is finished and at work for 72 kilométres from Asungion io Paraguari, 
‘ half way to Villa Rica. 


‘The Republic of Paraguay, with its natural resources intact, with over 175,000,000 
‘ of dollars of property, without either home or foreign funded debt, and which, under ex- 
‘ ceptional administrations, was able, during a period of 10 years, to treble the value of its 
‘ imports and exports, and to increase six-fold its general revenue, offers an unexceptional 
‘ security for a State Loan.’ 


“6. Some time in the year 1870, the Republic of Paraguay succeeded in bringing to a 
close a costly and prostrating war which she had carried on for five years with the allied 
powers of Brazil, Uruguay, and the Argentine Confederation, and at the same time, by 
treaty concluded between Paraguay and the said allied powers, the former came under 
obligations to pay heavy war indemnities to the latter, the nominal amount of such 
indebtedness, as well as the time and mode of payment, to be afterwards fixed by a joint 
commission. ‘Though these facts were well known, the statements in the memorandui, in 
which no mention is made of them, and in which the debt of Paraguay of every description 
is stated at 213,335 /., were accepted as correct, and put before the public. _ 


«7, At the time of the issue of the prospectus, Messrs. Waring Brothers entered into 
arrangements with Mr. Samuel Laing, a Member of this House, and Messrs. Grant 
Brothers, bankers, of Old Broad street, ‘to co-operate with them in raising the said loan.’ 
These arrangements, which were reduced to writing, were as follows: 


‘Dear Sir, 21 November 1871. 
‘In consideration of your assistance in the issue of the Paraguayan Loan, for which 
‘ we are contractors, and of your undertaking one-fifth of the loss, if any, of the affair, 
‘we engage to give you one-fifth of the net profit, if any, as and when we receive the 
* same. 


‘ Samuel Laing, Esq., M.P.’ ‘ Waring Brothers.’ 


** Secondly, a contract between Messrs. Waring Brothers and Mr. Albert Grant. 


‘1. Waring Brothers and the said Albert Grant will use their best endeavours, by all 
‘ ordinary ways and means, to raise the said loan and effect the objects of the said agree- 
* ment. 

‘2. The profit or commission to be realised by the contractors under the said agreement 
‘ shall be dealt with as follows: in the first place, expenses of and incident to the operation, 
‘ and all commission payable by the contractors shall be discharged thereout; the sum of 
* 5,000 /. shall then be paid thereout to the said Albert Grant, and of the balance remaining, 
‘55 per cent. shall belong to and be paid to Waring Brothers, 25 per cent. to the said 
‘ Albert Grant, and 20 per cent. to Samuel Laing, with whom a separate arrangement has 
‘ been made.’ 


And the third article makes the same distribution of loss in case of failure to float the 
loan. 


“8. The loan having been brought out under the above circumstances, Messrs. Mullens, 
Marshall & Co., brokers to the loan, made an application to the Committee of the Stock 
Exchange for a settlement on the 1st of December 1871, accompanied by a certificate, 
signed by Messrs. Robinson & Fleming, that the whole amount of the loan had been fully 
subscribed for by and allotted unconditionally to the public, and the 20 per cent. deposits 


paid thereon; upon this certificate a special settling day was granted for the 8th of 


December 1871. 


“9. In truth, between the time of the original issue of the loan to the public on the 
21st of November 1871, and the special settling day on the 8th of December 1871, 
Messrs. Waring Brothers, Mr. Albert Grant, and Mr. Samuel Laing. bought on the 
Stock Exchange 570,500 /. nominal amount of the loan, and on the settling day 429,500 J. 
(nominal value) was found to be in the hands of the public, making, with what they had 
bought as aforesaid, the whole 1,000,000 2. 


10. Messrs. Robinson, Fleming & Co., who continued to receive the instalments for 
the loan, and to account for the same to Messrs. Waring Brothers, were aware of the 
existence of the private arrangement between Messrs. Waring Brothers and Mr. Samuel 
Laing and Mr. Albert Grant, though they had no knowledge, as Mr. George Fleming 
stated, of its terms. 


“11. In this way Messrs. Robinson, Fleming & Co., received from the public, and 
367. n3 accounted 
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accounted for to Messrs. Waring Brothers, the gross sum of 800,000J., being the amount 
of the loan of 1,000,000/. issued at 80 per cent. From this amount 40,000/. was deducted 
for the two coupons, according to the prospectus. 


“12. Under these circumstances, Messrs. Waring Brothers would have to account to the 
Paraguayan Government for 640,0007., being the whole amount of the loan at the con- 
tract price of 64 per cent., and accordingly on the 27th of April 1872, and the 26th of 
September 1872, two several statements of account were rendered by them to Don 
Maximo Terrero, accounting in the following manner for the whole sum; the final 
balance of 7,489/. 18s. being paid by Messrs. Waring on the 30th of September 1872, and 
so the transaction was closed. It must, however, be observed that legal questions are 
now pending with respect to this loan between Messrs. Waring Brothers and'the Para- 
guayan Government, the latter seeking to obtain from the former the: profit realised 
from the premiums, which, according to Mr. Waring’s statement, amounted to about 
8,4601. 


“13. The following is a summary of the account between the Government and Messrs. 
Waring Brothers. 


The GOVERNMENT of Paraguay in Account with Wartne BRoTHERs. 


Dr. ' Cr. 
Sm sas 
To deposited by the Government to meet two By amount of Loan, 1,000,0007. at 64 per 
years’ interest and sinking fund, as per t cent,, as per Contract between ourselves 
prospectus : and his Excellency Don Maximo Terrero, 640.000 
Tehonest : - £:160.000 Consul General in London for the Repub- | B 
are z Te naa lic of Paraguay, dated 21st November 
Sinking Fund - - 40,000 187 Bisa 3 i . imap: 
——| 200,000 J 
», Paid to the order of Don Maximo Terrero 37,000 | 
», Remitted in sovereigns to Paraguay - 403,000 
£. | 640,000 £. | 640,000 


* On the 30th of April 1872, Don Maximo Terrero, in acknowledging the correctness 
of the account as rendered by Messrs. Waring Brothers up to that date, proceeds to 
express himself as follows :— 


‘At the conclusion of this most successful negotiation, for which I congratulate my 
‘ Government, myself, and you, I have great pleasure in thanking you for: the spirited and 
‘courteous manner in which, together with your friends, you have conducted this business 
“to a successful issue, &c.’ 


“14, After the day of allotment, Messrs. Waring Brothers,, Mr. Albert Grant, and 
Mr. Samuel Laing, proceeded to sell the 570,5002. of stock (nominal value) held by them, 
and gradually disposed of the whole amount. 

“ The price at which this stock. was sold varied, but it was always at a premium, and 
in April 1872, when the operation was complete, it stood at 17 premium. According to 
the evidence given by Mr. Albert Grant, these gentlemen obtained, from the difference 
between the contractors’ and the issue price, and from the sale of the stock at'a premium, 
a profit of somewhat over 100,000/., which appears to have been divided as follows :—- 


£. 
Messrs. Warings = - - - = - = - | 55,000 
Mr. Albert Grant - - - “te - - | 283,000 
Mr. Samuel'Laing - - - -. - = =] 20,000 
£. | 103,000 


«© 15, As soon as the whole loan had been placed in the hands of the public, no one was 
interested in strengthening the market, and the price of the stock, with some variations, , 
gradually fell. Thus, in October 1872, it had reached 20 discount, in July 1873 the 
price was 35 or 45 discount, and‘in' July 1874 the 100/. bond was quoted at 127. 


“16. Interest and sinking fund for two years were paid out of the proceeds of the loan: 
itself, and similar’ payments in respect of the years 1873-74, were made,out of the funds 
of the loan of 1872, Horeatiht referred to. Except from this source, the Government of 
Paraguay has provided no funds to meet its liabilities to the bondholders. 
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“THE PARAGUAY LOAN, 1872. 


“1, In May 1872, Don Maximo Terrero applied to Messrs. Robinson, Fleming & Co. 
to bring out another loan on behalf of the Government of Paraguay, and on the 27th 
May 1872, ‘ acting in the name and on behalf of the Republic,’ he entered into an agree- 
ment with them, by which it was provided, as follows: in Article 1, that the contractors 
should ‘ aid and co-operate’ with him in ‘negotiating and raising for the Republic of 
‘Paraguay a loan of the nominal amount of 2,000,000/. sterling,’ upon the terms of that 
agreement and of the prospectus intended to be issued, which had already been prepared : 
in Art. 5,, ‘ That if a settlement is granted by the Stock Exchange, the contractors shall, 
within 15 days thereafter, account to Maximo Terrero, on behalf of the Government, at 
the price of 73/., as and when received for every 1002. nominal value of bonds, which shall 
be subscribed for and permanently placed with the public:’ in Art. 6. ‘ That the differ- 
ence between the said 73/7. per cent. and the issue price, which was fixed at 851. being 
12 per cent., should be a first charge upon all moneys received:’ in Art. 8. ‘ That until 
the expiration of 12 months from the settlement on the Stock Exchange, the contractors 
alone should be at liberty to dispose of the loan, and that after that period the Govern- 
ment might dispose of any portions remaining unplaced.’ 


«2..On the 31st May 1872 the following letter wasaddressed by Don Maximo Terrero 
to Messrs, Robinson, Fleming & Co. :— . 


‘ Paraguay Loan, 1872. 


‘ Dear Sirs, ‘London, 31 May 1872. 
‘Referring to the Agreement of ‘this date (27th) I have concluded with you on behalf 
of my Government, I beg to state, for your ‘satisfaction, that such portion (if any) of 
the above loan shall be applied for by you, and subscribed or purchased in the market 
by or on your behalf, for the purpose of promoting the success of the loan (and which you 
are at liberty to do to any extent you think expedient), shall not be considered as sub- 
seribed for or issued within the meaning of the Article 5 of such Agreement, but shall 


be regarded as not placed; and you shall not be required to account tome or my Govern-' 


ment ior the same, unless, or until you shall have sold and disposed thereof, within the 
period of 12 months mentioned in Article 8 of the said Agreement; and I beg to inform 
‘you that your statement of the amount you shall have disposed of shall be accepted by me 
as correct. 


(signed) ‘ Maximo Terrero, 


«3. It will be borne in mind that by the agreement between Messrs. Robinson, 
Fleming & Co., and Messrs. Waring Brothers, dated 22nd November 1871, in relation to 
the Paraguay Loan, 1871, Messrs. Robinson, Fleming & Co., were bound, in the event of 
their obtaining the issuing of any further loans for the said Republic within five years, to 
put Messrs. Waring Brothers in relation thereto upon the same general terms with them 
selves ‘as in the Loan of 1871.’ 


“4, Accordingly, Messrs. Robinson, Fleming & Co., agreed with Messrs. Waring 
Brothers that out of the 12 per cent. mentioned in Article 6 of the Agreement, 2 per cent. 
should be reserved as a commission for Messrs. Robinson, Fleming & Co., and the differ- 
ence, namely, 92 per cent., should be accounted for by them to Messrs. Waring Brothers. 


“5. On the same day, the 3lst May 1872, the following letter was addressed by 
Messrs. Robinson, Fleming & Co. to Messrs. Waring Brothers: 


“Paraguay Loan, 1872. 


‘ 21, Austin Friars, E.C., London, 

‘ Dear Sirs, © 31 May 1872. 
‘Being obliged to foresee the possible case of attempts being made to defeat or depre- 
ciate the Paraguayan Loan, for which we are contractors, by speculative sales, we autho- 
rise and request you to buy for our account such amount of the said loan, not exceeding 
1,500,000 7. nominal capital,as -youmay by or out of such purchases deliver to us at’ par 
or issue price, such stock to, be delivered to and to be paid for by us on the first settling 
day fixed by the Stock Exchange. | This authority to be irrevocably in force until the 

‘next settling day fixed by the Stock Exchange. . 


(signed) “ Robinson, Fleming & Co.’ 


* A few. days afterwards this letter was given up by Messrs. Waring Brothers to 
Messrs.. Robinson, Fleming &.Co.,; and another letter of the same date and in identical 
terms, except. that the sum of 1,500,000/. was substituted for the sum of 500,000/ was 
“given in exchange for it. 
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“6, The Prospectus issued by Messrs. Robinson, Fleming & Co, on the 3lst May 


1872, announced a loan of 2,000,000/. at the issue price of 85 per cent., bearing 8 per cent. 


interest, and redeemable by a cumulative sinking fund of 2 per cent. per annum on the 
entire nominal amount of the loan. It was stated that the loan was secured, subject to 
the special hypothecation for the 1871 Loan, on the general revenues of the Republic, 
and on the whole property of the State, including its public lands; and that the loan had 
been voted by the Legislature with a view to develope the resources of the country. 


“7. Annexed to this Prospectus was a document similar to that annexed to the 
Prospectus of the 1871 Loan: this document did not however refer to the amount of the 
funded debt of the State, but it contained the following statements :— 


“ «The public lands are officially stated, in the Report of the Finance Minister to the 
Chambers, to amount to 20,000 square leagues (equal to about 115,000,000 acres, of 
which 14,000 leagues are covered with forests of rich and varied timber, with innumerable 
industrial product and vast zones of magnificent and fertile mazé (Indian tea) lands, and 
6,000 leagues with private-lands for the cultivation of tobacco, sugar-cane, rice, cotton, 
coffee, maize, and other agricultural produce, and with superb plains for herding cattle. 
These are stated in this Report to be worth, at a low valuation, 176,000,000 of hard 
dollars, or upwards of 35,000,0007. (say 35,000,000/. sterling). 


“ «The political position of Paraguay being now secured, and the most amicable relations 
established with all adjoining States, the expenditure for military purposes is extremely 
small, and this loan may be considered strictly in the light of a mortgage for improvements 
on an estate of vast extent and great natural fertility. 


“<The sincerity of the Government of Paraguay in this respect is shown by the 
following extract from the Message of the Executive Government of the Republic to 
the Legislative Congress of the Nation, at Asuncion, 7th February 1872, recommending 
appropriations of the following moneys, in which are included the proceeds of the Loan of 
1871 :— 


‘One million five hundred thousand hard dollars as payment of the Internal Debt of 


. the nation. 


‘ Three hundred thousand hard dollars for redeeming the paper money in circulation. 


« Seven hundred thousand hard dollars for the promotion of agriculture, and giving an 
impulse to immigration. 


‘ A hundred thousand hard dollars for repairs of the railroad, so as to put it into a con- 
dition to meet the necessities of the times. 


‘ Fifty thousand hard dollars for Public Instruction as a basis of civilisation. 


‘ Fifty thousand hard dollars for Public Works, such as ways of communication, which 
are to the life of nations what the arteries are to the human body; bridges, buildings, and 
other works of public utility. 


‘ Five hundred thousand hard dollars for the foundation of a National Bank.’ 

« The above statement as to the value of the public lands can hardly be reconciled with 
a report ‘required in the official letter of the General Under Secretary, by order of his 
Excellency the President of the Republic of Paraguay,’ dated the 30th May 1871, in 
which the entire value of these lands is estimated at 19,380,000. 


“¢g, An arrangement was made between Messrs. Waring Brothers, Mr. Albert Grant, 
and Mr. Samuel Laing, similar to that entered into in relation to the 1871 Loan, but the 
profit or loss arising out of these transactions was to be apportioned as follows: Messrs. 
Waring Brothers, 40 per cent.; Mr. Albert Grant, 40 per cent.; and Mr. Laing, 20 per 
cent.; and accordingly Messrs. Robinson, Fleming & Co., at the request of Messrs. 
Waring Brothers, undertook to divide and account for the profits in those proportions 
to the various members of the syndicate. | 


“9, After the prospectus was published, the loan was applied for to the amount of 
nearly 3,800,000 /., and the full amount of the loan as allotted, and the instalments were 
paid upon it to the extent of 15 per cent.; and on the 12th June an application was sent 
by Messrs. Mullen: & Marshall, the brokers for the loan, to the committee of the Stock 
Exchange, requesting them to ‘appoint a settling day.’ A certificate dated the 15th 
June 1872, and signed by Messrs. Robinson, Fleming & Co., was also sent in to the com- 
mittee, to the effect that the whole amount of the loan ‘ for the nominai amount of 
2,000,000 J. sterling issued by us has been fully subscribed for by, and allotted uncondi- 
tionally to, the public, and 15 per cent. deposits paid thereon; further, that the’ scrip is 
ready for delivery, and that there is no impediment to the settlement of the account,’ 
and upon this certificate a special settling day was granted for the 21st June 1872. 

“10. Between 
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«10. Between the issue of the prospectus and the settling day Messrs. Waring 
Brothers, acting on the authority received from Messrs. Robinson, Fleming & Co., 
dated 3lst May, purchased on the Stock Exchange 1,308,000/. of the loan, and 
there remained on the last-mentioned day, in the hands of the public, 562,2002 
of the loan, which two sums, together with a sum of 129,800/. allotted to Messrs. 
Robinson, Fleming & Co., upon the original subscription, make up the whole 
2,000,000 2. 


11, The 15 per cent. instalments paid by the allotters were placed to a loan banking 
account, and on this account Messrs. Robinson, Fleming & Co., on the settling day, 
namely, the 21st June 1872, drew cheques for 240,0007, which they paid to the 
credit of their own bank account, and then they drew cheques on this account for 
240,000 72, which they handed to Messrs. Waring Brothers, and which the latter accounted 
fur as follows :— 


Se sien Shea s 
£.1,304,000 scrip, 15 per cent. paid - : - - - - - - | 195,600 - ~ 
£.2,900 scrip, 35 per cent. paid, less interest coupon, after deduction of 

income tax, 33/. —s. 8d. - - - - - - - - - - 957 19 4 
£.1,100 serip, 85. paid, less coupons, after deducting income tax, 82/. 3s. 5d. 903 17 7 
Retained by Waring Brothers, on account of difference between 85 per cent., 

price of issue, and 73 per cent., contract price of 562,200/. - ~ - 42,588 3° — 

£.| 240,000 ~, - 


«12. Very shortly after the settling day there was a general and great depre- 
ciation in all South American securities, and there were few or no further dealings in 
' this loan. 


13. On the 27th June 1872, Messrs. Robinson, Fleming & Co. having expressed a 
wish to Don Maximo Terrero not to continue to hold the 129,800 7. allotted to them as 
aforesaid, he addressed a letter to them requesting them to re-sell the same to the Para- 
guay Government at the par issue price, which was accordingly done. 


«14. On the 4th July, Messrs. Robinson, Fleming and Co. addressed the following letter 
to Don Maximo Terrero :— 


‘Paracuay Loan, 1872. 


‘London, 21 Austin Friars, 
‘ Dear Sir, ‘4 July 1872. 

‘We have now to declare that which you already know, viz., that 562,200 1. only of 
the new loan has been definitely placed under our contract with you as. acting on behalf 
of the Republic of Paraguay. You have already approved of what we have done, but it 
would be satisfactory to us to have your confirmation in writing. It has been a pleasure 
to us to have had the benefit of your personal advice and assistance in all that we have 


done. 
(signed) ‘ Robinson, Fleming & Co.’ 


To which Don Maximo Terrero replied as follows :— 


‘ Dear Sirs, ‘London, 6 July 1872. 

‘I HAVE received your formal communication to me of the fact that 562,200. of the 
Paraguayan Public Works Loan, 1872, has been permanently placed within the meaning 
of your contract. This amount I consider satisfactory, having regard to the difficulties 
which have presented themselves, and also to the depression of the market, caused by the 
failure of other South American Loans, which rendered it necessary for so large an 
amount to be bought back under my authority. You have from time to time communi- 
eated to me the details of everything connected with this loan, and I wish to express to 
you my entire satisfaction with all you have done, and which I am sure will meet with 
equal approbation of the Government I represent. 
(signed ) ‘ Maximo Terrero.’ 


15. Thus, bonds to the amount. of 1,437,800 7. found their way back into the hands of 
the Paraguay Government, leaving the nominal amount of 562,200 /. to be accounted for ; 
367. my) . and 
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and this amount was accounted for by Messrs. Robinson, Fleming & Co. to the Paraguay 
Government, on the 31st March 1873, as follows :— 


The Government and Republic of Paraguay in Account current with Robinson, Fleming & Co., in respect of the Eight 
per Cent. Public Works Loan, 1872. 
Dr. Cr. 


Bent ob. Ch ee 8s 00s 
To Cash, paid for Stamp Duty on Bonds - - - -| 2,500 - 


By amount of Stock already permanently 
placed on account of the Government of 


Ditto, Discount on pre-payment of Instalments - -| 2,551 - 3 the Republic of Paraguay, 662,2001., at 
l. ol § f ‘ 
Ditto paid to, or by order of, M. Terrero on account of the May Pee a re f content on 410406 ~ — 
Governments ie) iS) ee lee yee coe BOB PR ‘ 
abe By Cash received from Wainwright, repay- 
Emigration Account - Shes 4 = 5 . = | a0,808 =~ 7d ment passage money - ane - 146 - - 
To Liabilities, including Interest and Sinking Fund to April fase a By Interest on Investments to 81st March 
1874 - * e cs ia iB . z 5) e : 1873, as per separate statement - - 5,580 11 10 
To Balance due to the Government - - - s - | 239,687 8 6 
£. | 416,001 11 10 £. | 416,001 11 10 
Pk oe | A 


By Balance due to the Government, brought down - - - - - - £.289,687 8 6 


«‘ This account was certified as correct by Senor Gregorio Benitez, the Special Com- 
missioner who had been sent over to this country by the Government of Paraguay, to 
settle the affairs of this loan; and on the 10th of April 1873, Messrs. Robinson, Fleming 
& Co. paid to him the sum of 242,889 7. 14s, 11 d., and received the following receipt for 
the same :— 


Q. 4281. ‘Légation du Paraguay.—Received on behalf of the Government of Paraguay, under 
: decree of the Court of Chancery, dated 25th March, 242,889 7. 14.s. 11d, 10th April 1873. 
Gregorio Benitez, Ministre Plenipotentiaire du Paraguay.’ : 


Q. 4114. “16. The exact position of the two loans up to the present time was stated to your 
Committee to be as follows:—Upon the Paraguay Loan 1871, of 1,000,000 27 there has 
been paid for interest to.the bondholders up to March 1874, inclusive, 197,088 2. The 
amount drawn and paid off at par in eight drawings is 42,900 /., and the amount of the 
loan at present outstanding in the hands of the public is 957,100 /., of which two-thirds is 
held in this country and about one-third abroad. Of the loan of 1872, 2,000,0002., the 
amount permanently held by the public is 562,200 /., the remainder, 1,437,800 1., having 
been bought back, 1s now in the hands of the Government. The amount actually paid 
for interest to the bondholders on the 562,200 7. up to the 1st April 1874, inclusive, is 
89,446 /., and the amount drawn and paid off at par of the 562,200 /. is 13,900 1, leaving 
a balance of the second loan at present outstanding in the hands of the public of 548,300 /, 
The total indebtedness, therefore, of Paraguay upon both loans at the present time is 
about 1,500,0002. No part of the above-mentioned payments on account of interest 
and sinking fund was provided by the Government of Paraguay, but the whole was 
derived from the proceeds of the loans themselves. Since these funds, so set apart, have . 
been exhausted, no payment on account of interest or sinking fund has been made by 
the Government of Paraguay.” 


DRAFT REPORT proposed by the Chairman read the first time, as follows :— 


“1. In giving this summary of the proceedings in relation to the loans which were 
referred to them for consideration, your Committee have purposely abstained from com- 
menting at length upon the conduct of the parties connected withthem. Your Committee 
do not dwell on the transactions by which such enormous sums have been abstracted from 
the Honduras Loans, and appropriated among these who were entrusted with its manage- 
ment. Such acts have no more to do with foreign loans than with any other transaction 
by which the money of one person comes into the possession of another, and is converted - 
to the use of the depositaries. A remedy for such proceedings ought to be found in the 
tribunals of the country. 


“2. It remains for your Committee to indicate the causes of the losses of which a more 
particular account has been given in the earlier part of this Report, in the hope that when 
these causes are clearly understood, some means of preventing the calamities which they 
have occasioned may be found. sini 


“3. Much evil has been caused by the misstatements and suppressions to be found in 
the prospectus. But reprehensible as these practices are, the evidence shows that it is to 
other causes that the main source of the mischief must be ascribed. ; 


~ aE Something 
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«4, Something’ may be attributed to the proceedings of the committee of the Stock 
Exchange, which gives, by granting a quotation, a certain prestige to a loan which neither 
the very slight'and superficial investigation on which the grant of a quotation is founded, 
nor the nature of the tribunal appear to warrant. It appears from the evidence brought 
before your Committee that. the committee of the Stock Exchange practically require 
nothing more than the production of documents showing the authority of the agent to 
issue the loan, of the prospectus, and of a certificate stating the amount subscribed for 
and allotted to the public. They receive notarial copies or official gazettes containing 
such of these documents as are not original, but they make uo further inquiry into the 
circumstances or conditions of the proposed loan, nor into the truthfulness of the pro- 
spectus, nor into the solvency of the borrowing State. They require no amount of sub- 
scriptions before granting a settlement, and they accept the statement of the contractors 
for the loans as to the bona fides and amount of allotment. 


“5, In respect.of most of the loans quotations were obtained from the committee of 
the Stock Exchange, on the faith of written statements made on behalf of the contractors, 
that the applications: for allotment had been unconditionally made. It was, however, 
known to those on whose behalf such statements were made, that before any allot- 
ment such contracts of purchase had been effected on behalf of the contractors or borrowing 
Government, that as soon as the allotment tock place, a large proportion of the stock would 
return into their: hands, and therefore for the purposes of the loan was not allotted. In 
the St. Domingo Loan a quotation was given on a certificate that the total amount had 
been disposed of, a statement false in fact, and insufficient if true. In the first Honduras 
Loan the certificate only stated that 501,100 /. had been allotted in England, and that the 
rest was represented by French scrip. 


«6. But the real cause of the evil, compared with which all others sink into relative in- 
significance, is undoubtedly the meaus: employed in order to induce the public to apply 
for a loan. A clear and striking delineation of these proceedings may be found in the 
evidence of Mr. Scott, and the counter-testimony of Baron Erlanger and Mr. Albert 
Grant. 

«* This is the method of proceeding. In some cases it is certain, in others probable, 
that a loan if simply advertised and left to the judgment of the public will fail. The 
problem which the class of financiers, to whose operations attention has been principally 
directed, have undertaken to solve, is, given such a loan, to provide that the whole of it 
shall be subscribed for. Before the loan is advertised, a secret agreement is entered into 
between the agent or contractor for the loan and one or more persons of capital and 
influence, who if numerous are called a syndicate, to take such portion of the loan as is 
deemed necessary; on terms much more favourable than those on which it is to be offered 
to the public. Sometimes a portion of the loan is taken “firm,” that is, the transaction 
is final and complete; sometimes terms are introduced by which the syndicate may throw 
back its liability on:the borrowing State. When these arrangements are concluded, the 
loan is advertised:. The period between the advertisement and the allotment is the 
opportunity of the:syndicate. Although no scrip is in:existence, they contrive by pur- 
chases and concerted dealings on the Stock Exchange to raise the loan to a premium, and 
this premium is:maintained at whatever cost till the period of allotment is over. As the 
loanis issued ata. fixed rate, and is kept ata premium, there isa clear profit to the 
allottee, andimany persons subscribe only with the view of realising this profit. Others, 
less versed:imthe mysteries of the Stock Exchange, subscribe with a view to hold the 
loan, being:influenced by the fact that it is above issue price, a fact which can only be 
accounted for, as:they think, by the apprehension of the public that they will not be able 
to obtaim any: considerable allotment, that the price of the loan will consequently rise, 
and:that itus:better to make sure of obtaining what they want by a moderate sacrifice, 
than run the»risk of having to pay more when the loan has once been allotted. 

“« The next step is:to forward a certificate to the committee of the Stock Exchange, 
that the whole loan has been unconditionally allotted, and is in the hands of the public. 
By these means a quotation on the Stock Exchange is procured, and the operation of 
floating the loan is completed. Then.comes the reverse of the process. The syndicate, 
who have hitherto been purchasers, now become sellers ; if possible, the premium is main- 
tained, and thereby a profit secured to them. But owing to the favourable terms on 
which the syndicate have contracted for the issuing of the loan, they often are enabled to 
sell the stock at a discount, and yet realise a considerable profit. The position.of the 
syndicate is still more favourable when, as in the case of the Paraguay and 2nd Costa 
Rica Loans, the syndicate are authorised by the agents of the respective Governments to 
buy back for their account any portion or even the whole of the loan at the issue price to 
the public. ; : 


“ 7.. Your Committee are informed that the essence of this operation is profound secrecy. 
Of course operations; the intention:and effect of which are to tempt people to buy scrip by 
creating:an artificial price; must be carefully concealed from those who may not unreason- 
ably be called the victims. 


* 8, It was stated to your Committee that if a law were passed making the action of 
syndicates -publie, it;would drive all money transactions involved in public loans to foreign 
countries. Your Committee do not hesitate to say that if these are the only terms on 
which the profits arising from such loans can be retained in England, they will be too 
dearly earned at such a price. 
SGT; 02 “Oi Tt 
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“9. It remains for your Committee to inquire whether any remedy can be devised 
against a system such as they have described, that is, whether the profits and advantages 
of foreign loans can be retained by this country, on terms which an honourable community 
can accept. 


“10. The first remedy that suggests itself is to leave the matter in the hands of the 
Stock Exchange, or to remodel in some respects its rules and constitution. The Stock 
Exchange is a voluntary society. It has upwards of 2,000 members. It exists for the 
purposes of buying and selling, to which all its other functions are subordinate. There 
is no reason to doubt that as between its own members it administers substantial justice. 
The power that it wields is expulsion, that is the taking away from the person expelled 
his occupation in life. Such a body can hardly be interfered with by Parliament 
without losing that freedom of self-goyernment which is the very life and soul of the 
institution. 


“11. The committee which governs the Stock Exchange is annually elected, and any 
attempt to force upon the electors rules distasteful to the majority would be resisted by 
the rejection of the committee which framed them, and the substitution of a body more 
mm harmony with the majority. Such a body is not fit for the exercise of judicial powers. 
Nor have your Committee observed, in the evidence of members of this body which has 
been given before them, any very keen appreciation of the evils of the present manner of 
manipulating loans, or any fertility of resource in devising remedies. They do not, there- 
fore, think it right to recommend that the subject should be left in the hands of the 
Stock Exchange, nor are they prepared to lay down strict rules for their guidance in 
future. 


“12. It was recommended by some witnesses that the evils which your Committee 
have described would be met by the legislation rendering illegal all contract before allot- 
ment. But your Committee were distinctly told by the Chairman of the Stock Exchange 
Committee that, if such a law were framed, that committee would expel a member who, 
having dealt in a loan before allotment refused to fulfil his contract on the ground of its 
illegality. In all cases when you make a contract illegal for some reason which does not 
carry with it a moral taint, you merely change a legal debt into a debt of honour, and 
thus instead of making it void make its payment quite certain. So long as the Stock 
Exchange has the power of expelling one of its members without appeal or redress, it can 
be bound by no law which it does not choose to obey. When it loses that power, 
its means of self-government are gone, and the society as at present constituted is at 
an end. 


“13. So far from desiring to invest the Stock Exchange with new duties for the 
detection or suppression of fraudulent practices, your Committee are disposed to think 
that the Stock Exchange already causes some evil by the efforts which it has made in 
this direction. It is easy to obtain a settling day for a loan, but more difficult to obtain 
an official quotation. The result is, that the granting an official quotation gives to a loan 
a certain prestige to which it may not really be entitled. Your Committee think that 
whatever is sufficient to obtain a settling day, ought also to give an official quota- 
tion, and that a settling day should be. granted to all proposals not on the face 
of them illegal, in which there is sufficient dealing to make it convenient to the 
public that such dealings should be made known. It seems a mistake to treat the pub- 
licity of the prices that rule as the privilege of the issuer; that publicity is equally 
desirable for the sake of the community, as it constitutes the best security against many 
kinds of fraud; but your Committee doubt if any court, however carefully constituted, 
ought to be intrusted with the duty of deciding for the public whether an investment is 
sound or not. The business of the Stock Exchange is to buy and sell, not good securities 
only, but all securities that are dealt in, and it is hardly fair and hardly wise to intrust 
to it the power of suppressing those questionable proposals by which it alone, of all the 
public, is certain to benefit. 


“14. Your Committee have carefully examined the Bill for the compulsory registra- 
tion of Foreign Loans, and have examined two Members of the House whose names are 
on the back of it. They do not think that it will be expedient to proceed further with 
the measure. Registered documents are seldom inspected until the mischief against 
which they might have guarded is done, and are more useful in furnishing weapons for 
litigation than safeguards against loss. To declare unregistered documents to be null 
and void, would be certain to produce much confusion and injustice; and yet without 
such a provision, persons entering into questionable contracts and combinations, would 
run the risk of actions or penalties, rather than disclose matters which they have the 
greatest interest to conceal. It is, besides, easy for such persons to transport themselves 
beyond the jurisdiction of English Courts, as the evidence taken before your Committee 
proves. Your Committee prefer to trust to the plan of requiring certain matters to be 
stated in the prospectus, which appears to afford the best security for full disclosure which 
the case admits of. Your Committee, therefore, do not recommend the House to proceed 
further with the Bill. 


“15. The Companies Act of 1867 afford a precedent for requiring certain things 
to be stated in the prospectus, and for making false statements a ground for a civil 
action. , 


“16. Your . 
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«16. Your Committee think this principle might be applied and even extended in the 
case of a prospectus for a foreign loan. 


* They think the prospectus should state (amongst other things)— 


“ 1, The authority from the borrowing State. 
«2. The public debt of the State. 
*° 3. The revenue for the last three years. 


“4, In case of special hypothecation, a full statement of the revenues, lands, 
forests, public works, or other property upon which the proposed loan is secured, and 
of prior charges, if any, upon such security. 


«5. A statement that no part of the proceeds of the loan is to be applied in buying 
back any of the stock, or (as the case may be) the amount, if any, which the borrow- 
ing Government reserves to itself the right to re-purchase and cancel. 


«6, The funds out of which the interest is to be met during the next five years. 


17. Your Committee have been much impressed, in the course of their inquiry, with 
the great importance of the functions exercised by the agent or contractor for a foreign 
loan. Considering that in several of the cases which they have examined there has been 
something closely resembling repudiation, based upon the alleged misconduct of the 
agents in this country, they cannot escape the conviction that the proper discharge of 
these duties is a matter of importance, not only to the subscribers, but to the nation at 
large. They submit to the wisdom of Parliament, whether it is proper that an office, on 
the due exercise of which depends in no small degree our good understanding with the 
borrowing country, and our reputation for honesty and good faith, should be exercised by 
any person who may choose to undertake it, or, worse still, to whom the representative of 
some petty or insolvent State may choose to intrust it. 


18. Still, when all this has been done, your Committee cannot escape the conviction 
that the main evil remains unredressed to some extent. The safe guards which they 
have suggested may be evaded by employing one set of persons to bring out the loan, 
and another to operate on the market by buying it back before allotment. The fatal 
interval between advertisement and allotment will, they fear, in spite of all their pre- 
cautions, still often be employed in working on the mind of the public, by sales and pur- 
chases made for the express purpose of deceiving them. One question remains, is the 
interval between advertisement and allotment a necessity? If it could be annihilated, 
the whole system of purchasing before allotment would be annihilated also. The interval 
was doubtless introduced in order to give the borrowers time to apportion the loan among 
the lenders with fairness, and to secure responsible persons who would be sure to pay the 
rest of the money. It is too frequently employed in concocting a falsehood either by sales 
and purchases where the buyer and seller are really agents of the same person or by buying 
up the loan by anticipation in the open market, and thus creating the appearance of a 
demand which does not really exist, and making it difficult for future sellers to obtain the 
stock required to meet their engagements. 


“19. Suppose the Legislature were disposed to adopt the principle that, as soon as a 
loan has been advertised, it shall be issued and allotted to such persons as may first apply 
for it, subject to such conditions as to the payment of deposit and the maximum amount 
to be allotted to each applicant as are contained in the prospectus. Many good results 
would be gained. There would be no such thing as a premium before aliotment, and 
therefore no secret operations to work on the public mind. The vocation of thes yndicate 
would be gone. ‘The loan would have one price, and that public, instead of two, one 
public and the other secret. The loan would be taken or rejected on its merits. 
Nothing would be withheld or kept back. There would be no waste in artificial sales 
and purchases. There would be only two parties, the lender and the borrower, instead of 
as now three, the lender, the borrower, and the syndicate, the secret enemy of both. No 
delusive certificate would be required. The loan would be judged on its merits, instead 
of being floated by the devise of a fictitious premium. If it failed it would fail because 
the public had no confidence in it. 


« 20. These are no slight advantages, and can evidently be obtained in no other way. 
What are the evils? It is said that the loan might be placed in insolvent hands, and that if 
from any circumstance it fell in the market, it might remain unpaid. It is obvious that this 
~ could be effectually guarded against by requiring a sufficient instalment on allotment, and 
by limiting the amount assignable to each applicant. The loan might, of course, go to a 
discount if more was offered than the public required, but, at any rate, the fall would not, , 
ie ee ae by sales forced to cover purchases made with the view of misleading 

enders. 


«21. If it failed it would be better for all parties that the fact should be admitted at 
once, and the money returned, than that people should be taught to believe that a loan 
was bond fide in the hands of the public, three-fourths of which had been bought back by 
the borrowers, as was the case in the Costa Rica and Paraguay Loans, investigated before 
this Committee. 


22. Your Committee submit to the wisdom of Parliament whether the disclosures 
ST Vie 03 made 
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made before them do not show the necessity for a really effective remedy, and whether 
that remedy can be found in any measure which leaves it still open to wealthy and 
unscrupulous persons to repeat the very manceuvres which, in the four cases on which it 
has been their duty to report, have ended in so much discredit and disaster.” 


DRAFT REPORT proposed by Sir Henry James on the Honpurus Loans, read a 


second time, paragraph by paragraph. 
Paragraphs 1—4, agreed to. 
Paragraph 5, amended, and agreed to. 
Paragraphs 6—8, agreed to. 
Paragraph 9, amended, and agreed ‘0. 
Paragraph 10, agreed to. 
Paragraph 11, amended, and agreed to. 
Paragraphs 12—16, agreed to. | 
Paragraph 17, amended, and agreed to. 
Paragraphs 18—20, agreed to. 
Paragraph 21, amended, and agreed to. 
Paragraph 22, agreed to. mi Ag 
Paragraphs 23—25, amended, and agreed to. 
Paragraph 26, postponed. 
Paragraphs 27—36, agreed to. 
Paragraphs 37—39, amended, and agreed to. 
Paragraphs 40—53, agreed lo. 
Paragraph 54, amended, and agreed to. 


Amendment proposed, to insert thefollowing new paragraph in the proposed Report:— 
“ Whilst by this instrument Messrs. Bischoffsheim & Goldschmidt assigned to Mr. Lefevre 
the interest of the firm in commissions amounting to upwards of 125,0007., no evidence 
was before your Committee to show what was paid by Mr. Lefevre to Messrs. Bischoffs- 
heim & Goldschmidt in return for such advantages being so made over to him”—( Sir Henry 
iiss Question, That this paragraph be inserted in the proposed Report,—put, and 
agreed to. 


Paragraphs 55—64, agreed to. 
Paragraph 65, amended, and agreed to. 
Paragraph 66, agreed to. 
Paragraphs 67—68, postponed. 
Paragraphs 69—70, amended, and agreed to. 
Paragraph 71, agreed to, 
Paragraph 72, amended, and agreed to. 
Paragraphs 73—86, agreed to. 
Paragraph 87, amended, and agreed to. 
Paragraphs 88—89, agreed to. 
Paragraphs, 90—92, amended, and agreed td 
Paragraphs 93—96, agreed to. 
Paragraph 97, amended, and agreed to. 
Paragraphs 98—99, agreed to. ; 
Paragraphs 100—103, amended, and agreed to. 
Paragraphs 104—105, agreed to. 
Paragraph 106, amended, and agreed to. 
Paragraphs 107—112, agreed to. 

{Adjourned till Thursday next, at Twelve o’ciock. 
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Thursday, 15th July 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Henry James. Mr. Puleston. 

Mr. Edward Stanhope. Mr. Ellice. 

Mr. Walter. Sir Charles Mills. 

Mr. William Shaw. Mr. Kirkman Hodgson. 
Sir Henry Holland. Mr. Bourke. 


Mr. Stephen Cave. 
Paragraph 113, agreed to, 
Paragraphs 114—116, amended, and agreed to. 
Paragraphs 117—123, agreed to. 
Paragraphs 124 amended, and agreed to. 
Paragraph 125, agreed to. 
Paragraph 126, amended, and agreed to. 
Paragraphs 127—131, agreed to. 
Paragraphs 132—133, amended, and agreed to. 
Paragraphs 134—137, postponed. 


Paragraph 138.—Question put, That this paragraph stand part of the proposed Report, 
—The Committee divided: 


Ayes, 6. Noes, 5. 
Mr. Ellice. Mr. Stephen Cave. 
Mr. Edward Stanhope. Mr. Bourke. 
Mr. Walter. Sir Charles Mills. 
Sir Henry James. Mr. Puleston. 
Mr. Kirkman Hodgson. Mr. William Shaw. 
Sir Henry Holland. 


Postponed paragraph 136, disagreed to. 
Paragraph 139, amended, and agreed to, 


| Adjourned till To-morrow, at Twelve o’clock. 


Friday, 16th July 1875. 


ee 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Mr. Edward Stanhope. Mr. Stephen Cave. 

Sir Henry Holland. Mr. Kirkman Hodgson. 
Mr.. Walter. / Sir Henry James. 

Mr. William Shaw. . Mr. Bourke. 


Paragraphs 140—148, postponed. 


DRAFT REPORT, proposed by Mr. Edward Stanhope, on the Santo DomInco 
Loan, read a second time, paragraph by paragraph. 


Paragraph 1, amended, and agreed to. 
Paragraphs 2—9, agreed to. 
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Paragraph 10, amended, and agreed to. 
Paragraphs 11—12, agreed to. 
Paragraphs 13—14, amended, and agreed to. 


Amendment proposed, to add the following new paragraph to the proposed Report: — 
“In concluding their statement of facts relating to this Loan, your Committee think it 
desirable to call particular attention to the circumstances under which the Stock Exchange 
certificate was granted, to the improvident nature of the bargain made by, and the bad 
faith of, the borrowing Government, and to the small proportion of the proceeds which it 
has actually received. In a tabular form the figures are as follows :— 


! Total Amount | Amount paid in 
Nominel Amount ; Aspount prised : to be ' respect of Interest and 
in Cash contracted actually reeolved Paid in respect Sinking Fund, other than 

a 

of the Loan. fies as A, of Interest | out of the Proceeds of 
bi cia calrtd Y and Sinking Fund. | the Loan. 
ee Le £. £. £. 
38,000 | | 
757,700 320,000 or | 1,472,500 Nothing. 
“ 50,000 


—(Mr. Edward Stanhope).—Question, That this paragraph be added to the proposed 
Report,—put, and agreed to. ' 


DRAFT REPORT proposed by Sir Henry James, on the HonpuRAS Loans, further 
considered. 


Postponed paragraphs 140—144, amended, and agreed to. 
Postponed paragraphs, 145—148, agreed to. 
Postponed paragraph 26, agreed to. 


DRAFT REPORT proposed by Mr. Edward Staxhope, on the Costa Rica LOANs, 
1871 and 1872, read a second time, paragraph by paragraph. 


Paragraphs 1—2, agreed to. 
Paragraphs 3—6, amended, and agreed to, 
| Adjourned till Monday next, at Twelve o’clock. 


Monday, 19th July 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Mr. Edward Stanhope. Mr. Puleston. 

Mr. Ellice. Mr. Walter. 

Sir Henry Holland. Mr. Bourke. 

Sir Henry James. Mr. Stephen Cave. 


Sir Charles Mills. 


DRAFT REPORT proposed by Mr. Edward Stanhope, on the Costa Rica Loans, 
1871 and 1872, further considered. 


Paragraph 7, amended, and agreed to. 
Paragraphs 8— 10, agreed to. 


Paragraphs 11—12, amended, and agreed to. 
Paragraph 
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Paragraph 13, agreed to. 

Paragraphs 14—15, amended, and agreed to. 
Paragraph 16, agreed to. 

Paragraphs 17—18, amended, and agreed to, 
Paragraphs 19—20, agreed to. 

Paragraphs 21—23, amended, and agreed to, 


DRAFT REPORT proposed by Sir Henry James, on the HonpurAs Loans, further 
considered. 


Postponed paragraphs 134—135, amended, and agreed to. 
Postponed paragraph 137, disagreed to. 


DRAFT REPORT proposed by Mr. Watkin Williams, on the Paraguay Loan, 
1871, read a second time, paragraph by paragraph. 


Paragraphs 1—6, agreed to. 


Paragraphs 7—16, amended, and agreed to. 


[ Adjourned till Thursday next, at Twelve o’clock 


Thursday, 22nd July 1875. 


MEMBERS PRESENT: 
Mr. Lowe in the Chair. 


Sir Henry James. Mr. Stephen Cave. 
Sir Henry Holland. Mr. Puleston. 

Mr. Edward Stanhope. Mr. William Shaw. 
Mr. Watkin Williams. Mr. Walter. 

Mr. Kirkman Hodgson. Sir Charles Mills. 


DRAFT REPORT proposed by Mr. Watkin Williams, on the Paraguay Loan, 
1872, read a second time, paragraph by paragraph. 


Paragraph 1, amended, and agreed to. 
Paragraph 2, agreed to. 

Paragraphs 3—5, amended, and agreed to. 
Paragraphs 6—7, agreed to. 

Paragraphs 8—12, amended, and agreed to. 
Paragraphs 13—14, agreed to. 

Paragraphs 15—16, amended, and agreed to. 


DRAFT REPORT proposed by Sir Henry James, on the Honpuras Loans, further 
considered. . 


Postponed paragraphs 67—68, amended, and agreed to. 


[ Adjourned till To-morrow, at Twelve o’clock. 
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Friday, 23rd July 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Mr. Walter. Mr. Watkin Williams. 
Sir Henry James. Mr. Stephen Cave. 
Mr. Ellice. : Mr. Puleston. 

Mr. Edward Stanhope. Sir Charles Mills. 

Sir Henry Holland. Mr. William Shaw. 
Mr. Kirkman Hodgson. 


The Committee deliberated. 
[Adjourned till Monday next, at Twelve o’clock. 


Monday, 26th July 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Sir Charles Mills. Mr. Ellice. 

Sir Henry Holland. Mr. Watkin Williams. 
Sir Charles Russell. Mr. Puleston. 

Mr. Bourke. Mr. Walter. 

Sir Henry James. Mr. Stephen Cave. 
Mr. Edward Stanhope. Mr. Kirkman Hodgson. 


4 Amendment proposed, to insert the following new paragraph in the proposed 
eport :— 

“Your Committee have thus endeavoured to place before you the principal facts in 
connection with the several loans which have formed the subject of their inquiry. 

* Different as the circumstances are in each case, it is impossible to question the con- 
clusions to be drawn from the facts so reported to you. There are, however, incidents for 
the most part common to all the loans, which your Committee feel should be prominently 
referred to. : 

“In respect of all these loans, those who introduced them to the public seem to have 
been regardless of the financial resources of the borrowing State; such resources, if 
inquired into, would have been found to have been totally inadequate to meet the liabilities 
incurred, In no case before your Committee has the borrowing Government repaid any 
portion of its debt, except from the proceeds of the loan itself. By means of exaggerated 
statements in the prospectus of the loans, the public have been induced to believe that 
the material wealth of the contracting State formed a sufficient security for the repay- 
ment of the money borrowed. Even if such were the case, the several Governments 
have taken no steps to develope their resources, or to apply the revenues of the State to 
the other subject of special hypothecate in discharge of their habilities. 

“In order to induce the public to lend money upon. a totally insufficient security in 
some instances, means were resorted to, which in their nature and object were flagrantly 
deceptive. 

“ Conspicuous amongst them are the dealings in the stock by the contractors for the 
loan, before its allotment to the public. 

“In the opinion of your Committee these transactions are deserving of much censure. 
The buying and selling of the stock on behalf of the contractor creates a fictitious market. 
The price at which the dealings take place in no way represents the value of the stock. It 
is fixed by the contracter or his agents at a premium, in order to induce the public to 
believe that the loan is a good investment, or that they will, if they obtain an allotment 
of the stock, realise that premium. 

«‘ The public have no means of learning that the contractor is the principal in these 
transactions; even the jobber is often ignorant of the fact. There is thus no apparent 
difference between a genuine and a fictitious market. Great as the evils of this system 
are, they are increased when the money of the allottees is employed, as in many instances 
before your Committee, in paying for the stock purchased in excess of that sold. The 

contractor 
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contractor is then speculating with the proceeds of the loan itself, and not from his own 
resources; and if the speculation fails, the loss generally falls on the contracting Govern- 
ment or the public. 

“ By these operations the contractor is placed in a position to obtain large profits. 
Where, as in the case of the Honduras Loan, substantially the whole of the scrip. has 
been purchased, and thereby is in the possession of the contractor, he has, by effecting 
further purchases of the stock, which no dealer has it in his power to deliver, the means 
of exacting large sums from the sellers. 

“ That large portions of the loan, by means of the repurchase remain in effect unissued 
in the hands of the borrowing Government, was a fact most material to be known to those 
who lend their money in the belief that the proceeds of the whole loan would be applied in 
developing the resources of a State. 

* The methods by which these loans have been introduced to the public afforded oppor- 
tunities for collusive action between those who issued them and the immediate agents of 
the contracting State, which it is difficult to detect. 

« When the money of the public had been received, its application to the alleged 
purposes of the loans depended upon the good faith of those issuing it. In some instances 
these funds have been shamelessly misapplied. It is true that the credulity and cupidity 
of certain classes of the community have blinded them to the danger of embarking in 
speculations such as your Committee have described. They appear to have measured the 
value of the premium held out to them, not by the rule of experience, but by their own 
sanguine expectations ; and thus they have fallen a prey to those who by trading on their 
credulity have obtained their money, and then betrayed their interests. 

“ Your Committee feel that it is not their duty to apportion the blame to the different 
actors in these transactions; to a great extent they agree in the opinion of the Secretary 
to the Honduras Legation, that ‘ the fault of the failure falls with equal force upon all 
who have interests, rights, claims, complaints, or any participation whatever in these 
matters. It is a kind of original sin, which reaches even the most innocent who have 
anything to do with these undertakings’”—(Sir Henry James). 

Amendments made.—Another Amendment proposed, in page cv, line 5, to leave out 
the words “as in the case of the Honduras Loan ”—(The Chairman).— Question put, That 
the words proposed to be left out stand part of the proposed paragraph.—The Committee 


divided : 


Ayes, 6. - Noes, 6. 
Mr. Ellice. Mr. Stephen Cave. 
Mr. Watkin Williams. Mr. Bourke. 
Mr. Walter. Mr. Edward Stanhope. 
Sir Charles Russell. Sir Charles Mills. 
Sir Henry James. Mr. Puleston. 
Sir Henry Holland. Mr. Kirkman Hodgson. 


Whereupon the Chairman declared himself with the Woes—Amendments made —Para- 
graph, as amended, agreed to, and inserted in the proposed Report. 


DRAFT REPORT proposed by the Chairman, read a second time, paragraph by 
paragraph. 


Paragraph 1, amended, and agreed to. 
Paragraph 2, agreed to, 
Paragraphs 3—4, amended, and agreed to. 


Another Amendment proposed, to insert the following new paragraph in the proposed 
Report : “It is only fair to say that the witmesses who appeared before your Committee 
stated that the Committee of the Stock Exchange do the best they cau to give effect to the 
present system; and from the evidence of Mr. Cohen it would appear that the investiga- 
tions of the London Stock Exchange Committee into the facts of each case are closer than 
those of the four principal foreign Bourses ”—(Sir Henry Holland).—Question put, That 
this paragraph be inserted in the proposed Report.—The Committee divided : 


Ayes, 3. Noes, 8. . 
Mr. Puleston. . Mr. Stephen Cave. 
Mr. Kirkman Hodgson. Mr. Ellice. 
Sir Henry Holland. Mr. Bourke. 


| Mr. Watkin Williams. 
Mr. Edward Stanhope. 
Mr. Walter. 
Sir Charles Russell. 
Sir Henry James. 
Paragraph 5, agreed to. 
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Paragraph 6.—Amendments made.—Another Amendment proposed, in line 1, to leave 
out the words, “ compared with which all others sink into relative insignificance”—( Mr. 
Puleston).—Question, That the words proposed to be left out stand part of the paragraph 
—put, and agreed to. 


Amendments made.—Paragraph, as amended, agreed to. 
Paragraph 7, agreed to. 

Paragraph 8, amended, and agreed to. 

Paragraph 9, agreed to. 


Amendment proposed, to insert the following new paragraph in the proposed Report: 
—«But here your Committee may remark that in the outset they are met with a 
very grave difficulty, which has been strongly urged upon them by many witnesses. 
If your Committee were dealing with the inferior class of loans only, and with 
foreign Governments of doubtful solvency, they would have little hesitation in proposing 
such conditions as would tend to secure to the public a fuller knowledge of all the 
circumstances of each case. But as it would be impossible to confine legislation to that 
class of loans, or to discriminate between foreign Governments, care has to be taken, 
lest, by imposing conditions by which good Governments would not consent to be bound, 
good as well as bad loans would be driven out of this market. The evidence points to 
this, that although at first there might be some little difficulty in obtaining, in this country, 
subscriptions to loans issued abroad, yet that difficulty would soon be overcome; should 
such be the case, the public would be even less protected than they are at present. If 
doubtful loans only were driven abroad, the public might be led to distrust a loan, where 
the borrowing Government was unwilling to comply with the conditions imposed in this 
country, but if good Governments also decline to submit to such conditions, and issue 
their loans in foreign markets, even this guide to the soundness of a loan would be lost ” 
—(Sir Henry Holland). 


Question put, That this paragraph be inserted in the proposed Report.—The Com- 


mittee divided : 


Ayes, 4. 
Mr. Edward Stanhope. 
Sir Charles Mills. 
Mr. Puleston. 
Sir Henry Holland. 


Noes, 6. 
Mr. Ellice. 
Mr. Watkin Williams. 
Mr. Walter. 
Sir Charles Russell. 


Sir Henry James. 
Mr. Kirkman Hodgson. 


Paragraphs 10—12, amended, and agreed to. 


[ Adjourned till To-morrow, at Twelve o’clock. 


Tuesday, 27th July 1875. 


MEMBERS PRESENT: 


Mr. Lowe in the Chair. 


Mr. Walter. ‘ Mr. Stephen Cave. 

Sir Henry Holland. Sir Charles Mills. 

Mr. Ellice. Mr. Edward Stanhope. 
Sir Henry James. Mr. Pulestone. 

Sir Charles Russell. Mr. Bourke. 


Paragraph 13, postponed. 


Paragraph 14.—Amendment made.—Another Amendment proposed, in lines 2 and 3, to 
leave out from the words “ on the back of it,” to the end of the paragraph, and add the words 
‘whilst they do not recommend the adoption in their terms of the provisions of that Bill, 
your Committee are of opinion that protection would be afforded to the public if it were 
rendered obligatory that before or at the time of issuing a prospectus of a foreign loan 
certain documents should be registered, deposited, and afterwards retained in a public 
office. Your Committee are further of opinion that such registration and deposit should 
extend to all the documents, which they recommend should be referred to in the pro- 

spectus ” 
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spectus”—(Sir Henry James)—instead thereof.—Question put, that the words “they 
do not think it will be expedient ” stand part of the paragraph.—The Committee divided : 


Ayes, 6. Noes, 3. 
Mr. Ellice. Mr. Stephen Cave. 
Mr. Edward Stanhope. Sir Charles Russell. 
Mr. Walter. Sir Henry James. 


Sir Charles Mills. 
Mr. Puleston. 
Sir Henry Holland. 


An Amendment made.— Paragraph, as amended, agreed to. 
Paragraph 15, amended, and agreed to. 


Paragraph 16.—Amendments made.—Another Amendment proposed, at the end of 
the paragraph, to add the words :—“ 7. The existence of all contracts having in any way 
reference to contracting for, issuing, or promoting the success of the loan, giving the 
names of the parties to and the dates of such contract’”--(Sir Henry James).--Question 
put, That those words be there added.—The Committee divided : 


Ayes, 3. 
Mr. Stephen Cave. 
Sir Charles Russell. 
Sir Henry James. 


Noes, 6. 
Mr. Ellice. 
Mr. Bourke. 
Mr. Edward Stanhope. 


Mr. Walter. 
Mr. Puleston. 
Sir Henry Holland. 


Paragraph, as amended, agreed to. 


Paragraph 17.—Amendment made.—Question put, That the paragraph, as amended, 
stand part of the proposed Report.—The Committee divided : 


Ayes, 6. Noes, 3. 
Mr. Stephen Cave. Mr. Walter. 
Mr. Ellice. Mr. Puleston. 
Mr. Bourke. Sir Henry Holland. 


Mr. Edward Stanhope. 
Sir Charles Russell. 
Sir Henry James. 


Paragraph 18.— Question put, That the paragraph stand part of the proposed Report. 
—The Committee divided : rt : et 


Ayes, 2. Noes, 7. 

Mr. Ellice. Mr. Stephen Cave. 

Sir Charles Russell. Mr. Bourke. 
Mr. Edward Stanhope. 
Mr. Walter. 
Mr. Puleston. 

mh. Sir Henry James. 

Sir Henry Holland. 


Paragraph 19—22 disagreed to. 
Postponed paragraph 13, amended, and agreed to. 
Amendment proposed, to insert the following new paragraph in the proposed Report :--- 


** According to the present practice, the Committee of the Stock Exchange quote the 
whole amount of a loan, although, in fact, part only of it may have been allotted to the 
public, and a very small per-centage of the actual amount subscribed for. 


‘It was admitted by the Chairman of that Committee that it is desirable for the public 
to know whether a sufficient amount of a loan has been subscribed for to carry out the 
railway or other works for which the loan was raised, and upon which it is in many cases 
secured ; and although he anticipated great difficulty in ascertaining and publishing from 
time to time the amount actually. allotted, yet he admitted that it might be done. 


Tn this opinion it will be seen that other witnesses concurred ; and upon the best con-~ 
sideration your Committee can give, they are of opinion that returns should be from time 
to time published in the official Stock Exchange list, not only of the nominal amount of 
the loan which now appears in that list, but of the actual amount held by the public on 
which interest is then paid. Such returns the contractors should be required to furnish 
at certain intervals, and any false statements should be made penal”—(Sir Henry Holland). 
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—Question put, That this paragraph be inserted in the proposed Report.—The Com- 
mittee divided : 


Ayes, 5. _ Noes, 3. 
Mr. Ellice. Mr. Stephen Cave. 
Mr. Edward Stanhope. Mr. Walter. 
Sir Charles Russell. Mr. Puleston. 


Sir Henry James. 
Sir Henry Holland. 


Another Amendment proposed, to insert the fellowing new paragraph in the pro- 
posed Report :—“< Your Committee have already pointed out that m some cases the 
agents of the borrowing Governments have authorised the contractors to buy back a large 
portion of the loan with the money received from the allottees. It is manifest that this 
fact, if known, would materially affect the judgment of the public in respect to the value 
of the loan. Tt therefore seems to your Committee that where such transactions have taken 
place, they should not be concealed. Your Committee are well aware of the difficulty of 
obtaining such information; but it seems to them that the Stock Exchange Committee, 
before granting a settling day, should require the production of a statutory declaration 
by the Special Commissioner, if any, of the foreign Government, and by the contractor 
or agent for issuing the loan, stating, as the case may be, either that no part of the pro- 
ceeds of the loan has been, or is to a devoted to buying back any of the stock, or that 
the borrowing Government has reserved to itself, or its agent, the right to re-purchase 
part of the loan, the amount of which should be stated ”—(Sir Henry Holland).— 
Question, That this paragraph be inserted in the proposed Report,—put, and agreed to. 

Another Amendment proposed, to insert the following new paragraph in the 
proposed Report :—* To sum up, your Committee have reluctantly arrived at the con- 
clusion that very little can be really done to remedy the evils which, though known to 
have existed for some time, have now been more directly exposed by the evidence pro- 
duced before your Committee; and they believe that even for such remedies the public 
must look to the Stock Exchange rather than to Parliament. After the disclosures 
which have been made before your Committee, they cannot but hope that the Committee 
of the Stock Exchange will carefully reconsider the whole question, and that they will 
be enabled by the light now thrown upon these transactions, to discover some effective 
mode of dealing with the admitted evils of the present system, and of preventing wealthy 
and unscrupulous persons from carrying out manoeuvres which, in the four cases on 
which it has been the duty of your Committee to report, have ended in so much discredit 
_ and disaster ”—(Sir Henry Holland).—Question, That this paragraph be inserted in the 
proposed Report,—put, and negatived. 

Another Amendment, to msert the following new paragraph in the proposed Report : 
—‘ Your Committee have had their attention called to the system of ‘drawings’ which 
has lately been extensively applied to foreign loans. It is similar in its effects to the old 
lottery schemes, and its operation has undoubtedly tended to increase speculation, until 
it has become gambling, in these loans. 

“The issue price of loans to States of doubtful solvency, is frequently from 20 to 30 
per cent. below the amount contracted to be repaid. Thus a 10027, bond may be issued 
at 75 /.; semi-annual drawings are announced of a certain number of bonds to be repaid 
at 1002. These drawings often commence within six months of the issuing of the 
loan, and sometimes before all the instalments are paid in respect of it by the allottees. 

“ By these means the public are tempted to apply for or purchase the stock, in the 
hopes of drawing the prize which they will gain by receiving 1007. for a bond for which 
they have only paid 75 U. 

“This practice must prove most disastrous to‘the borrowing Government, which thus 
has to repay at a heavy loss borrowed capital before there has been time to utilise it, and 
in some ‘cases before the whole of it has been received. % 

‘*‘ It is apparent that this system differs essentially from that of a properly constituted 
sinking fund, through which provision is made by the borrowing State for paying off its 
debt by purchasing annually a certain number of bonds at the market price of the day. 

“ There is difficulty in suggesting the exact terms of any legislative enactment by 
which this evil can be remedied. But your Committee are of opinion that if all such 
drawings were prohibited until after the expiration of 18 months from the payment of the 
last instalment due in respect of the loan, much would be done to check the gambling 
transactions ‘to which reference has above been made ”—(Sir Henry Holland).—Question, 
That this paragraph be inserted in the proposed Report,—put, and agreed to. 

Another Amendment proposed, that the following new paragraph be added to the proposed 
Report :—“ In conclusion, your Committee feel bound to express their conviction that the 
best security against the recurrence of such evils as they have above described will be 
found, uot so much in legislative enactments, as in the enlightenment of the public as to 
their real nature and origin; and your Committee hope that the history of the foreign loans 
embodied in this Report will tend to enlighten the public, and to render it more difficult 
for unscrupulous persons to carry out schemes such as those which in the cases on which 
it has been the duty of your Committee to report, have ended in so much discredit and 
disaster ”—(Mr. Walter).—Question, That this paragraph be added to the proposed Report, 
—-put, and agreed to. 
f Adjourned till Thursday next, at Two o’clock. 
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Thursday, 29th July 1875. 


Sir Henry James. 
Sir Henry Holland. 


MEMBERS 


Mr. Edward Stanhope. 


Mr. Walter. 


The Committee deliberated. 


PRESENT: 


Mr. Lowe in the Chair. 


cix 


Mr. Kirkman Hodgson. 
Mr. Stephen Cave. 
Mr. Bourke. 
Mr. Puleston. 


Question, That the proposed Reports, as amended, be the Report of the Committee 


to the House, put, and agreed to. 


e 


Ordered, To, Report, together with the Minutes of the Evidence, and an Appendix. 


Ordered, That the Foreign Loans Registration (No. 2.) Bill be reported, without 


amendment, to The House. 
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LIST OF WITNESSES. 


Thursday, 11th March 1875. 


Mr. 
Mr. 
Mr. 


George Henry White - ote 
Samuel Herman De Zoete - 
Septimus Richard Scott - - 


Monday, 15th March 1875. 


Samuel Herman De Zoete 

Hyde Clarke - - - 
Bernard Cracroft - - 
James Hart - - - 
William McKewan ~ - - 


Mr. 
Mr. 
My. 
Mr. 
Mr. 


Thursday, 18th March 1875. 


Mr. 
Mr. 
Mr. 
Mr. 
Mr. 


James Hart - - - - 
William McKewan - - - 
James Kirkwood - - - 
Thomas John Pittar - - - 
Robert George Cooper -  - 
Mr. William Binney - - - 
Mr. Ernest Robertson - - - 
Mr. Leonard Davids ~ - - - 
Rev. Thomas Simpson” - ~ - 
Mr. Thomas Hodges - - - 
Mr. Benjamin Loder Lewis -- - 


Monday, 22nd March 


Mr. James Poingdestre - - - 
Mr. Leonard Davids - - - 
Mr. Charles Waring _ - - - 
Captain Bedford Pim, R.N., M.P. ~ 
Mr. George Cavendish Taylor - - 


Thursday, 8th April 1875. 


Mr. Leonard Davids - - - 
Mr. Charles Waring - - - 
Mr. Richard Evans - - - - 
Mr. Joseph Tucker - - - 
Mr. ce Hatfield Gossip - > 
Mr. James Barclay “- - - 
Mr. William M‘Canlish - - - 
«- Monday, 12th April 1875. 

Mr. Edwin Freshfield - - - 
~ Mr. Edwin Waterhouse - - - 
Mr. Robert Watt - - - - 


Thursday, 15th April 1875. 


Mr. 
Mr. 


Edward Herzberg ge ag - 
Henry Cazenove’ - 2 
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Thursday, 11th March 1875. 


MEMBERS PRESENT: 


Mr. Bourke. 

Mr. Stephen Cave. 
Mr. Ellice. 

Mr. Kirkman Hodgson. 
Sir Henry Holland. 
Sir Henry James. 

Mr. Lowe. 


Sir Charles Mills. 

Mr. Puleston. 

Sir Charles Russell. 
Mr. Solicitor General. 
Mr. Edward Stanhope. 
Mr. Walter. 

Mr. Watkin Williams. 


Tue Ricut HonouraBLteE ROBERT LOWE, in THE Cuatr. 


Mr. Grorcre Henry WHITE, called in, sworn; and Examined. 


Sir Henry James. 


1. | BELIEVE you have been connected with 
Messrs. Baring’s house ?—Yes, for upwards of 
39 years. 

-2. And I believe you took a principal part in 
that portion of their business which refers to the 
loans with foreign states ?—Yes. 

3. Messrs. Baring, I believe, had different 
loans, and negotiated different loans for foreign 
states ?—Yes. : 

4, And issued them to the public in this 
country ?—-Yes. 

5. In the first instance, were arrangements 
come to with the foreign states, or representatives 
of foreign states in this country ?-——Generally in 
this country; there was no invariable rule. 

6. The contract having been made, will you 
state to the Committee what was the practical 
course taken to issue such loans to the public ? 
—Of course, before the contract is completed, 
a careful examination is made of all the official 
documents relating to the loan, that is to say, to 
see that'the loan is duly authorised by law or by 
decree, according to circumstances. 

7. Law or decree of the foreign state you 
mean, I suppose ?—Yes. 

8. Would there be direct communication with 
the foreign Government, or did you trust to the 
contractors here?—There would be in some 
cases direct communication with the foreign state 
abroad, at other times with an agent authorised 
by the State. 

9. Will you state to the Committee what, in 
the first instance, would be the commission 
charged by the house undertaking the loan? 
—Two per cent. is the highest rate. j 

10. Is that on the nominal issue, or on the 

0.64. 
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amount subscribed by the public ?—That is a 
matter of arrangement; sometimes on the nomi- 
nal, sometimes on the money, value of the loan. 

11. Now, inquiry having been made as to the 
circumstances which you have referred to, what 
is the next step taken by the contracting honse ? 
—Having, of course, verified the power of the 
agent, and seen that he is duly qualified to 
arrange all the terms, and to bind his Govern- 
ment, then the next step is to prepare a pro- 
spectus for the loan. That of course requires 
very great care to state all the essential condi- 
tions of the loan. 

12. Will you tell me, please, would that pro- 
spectus show the contractors for the loan ; assum- 
ing Messrs. Baring to have contracted with the 
Russian Government, or any other Government, 
would their name appear as contractors upon the 
prospectus ?—Yes. But in many cases loans are 
issued simply by the. firm in London as agents 
for the Government, and not as contractors for 
the loan. Most generally loans are issued by the 
firm in London as agents for the Government. 

’ 13. I am using the wrong term probably in 
saying “contractors; ” Messrs. Baring would act 
as agents, directly authorised by the foreign 
state ?— Yes. . . 

14. Would their name appear as agents ?— 
Yes, the prospectus would in ordinary cases 
begin, “ Messrs. Baring Brothers & Company 
are authorised by the Government of such and 
such a State to issue a loan of so much, on such 
and such terms.” 

15. Would brokers be employed?—Not to 
issue the loan; but an allowance is usually made 
to brokers. 
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Sir H. James—continued. 


16. Pardon me for one moment. On the 
prospectus would any broker’s name appear ?— 
No. 

17. To whom would the money be paid in 
when the allotments were made of the loan ?—It 
would be paid either to the agents issuing the 
loan, or to their bankers, if more convenient to 
them, but generally to the agents themselves. 

18. In a loan of this description would the 
agents take any steps to issue it to the public in 
the shape of placing the loan, or take any steps 
to induce the public to take it, beyond issuing 
the statements of the prospectus?—No, they 
simply issue the prospectus which is inviting 
subscriptions from the public, and they usually 
advertise the loans in certain leading papers, but 
nothing beyond that. 

19. And then I presume the sum received, 
minus the commission, would be paid over to the 
foreign state?—Yes. 

20. Does the agent take any step to see to what 
purpose the loan is appropriated. If, for instance, 
the prospectus stated that the loan was for a 
specific object, does the agent in any way inter- 
fere to see the loan appropriated to that object? 
—No, the agent has no control over the money 
when once it is paid over to the borrowing 
Government. 

21. In such transactions as you have spoken of, 
would a firm like Messrs. Baring’s know any- 
thing of any market being made for such a loan 
on the Stock Exchange ?—No, certainly not.» 

22. Would such a thing occur as the loan 
being issued at a lower price to certain sub- 
contractors or sub-agents ?—No. 

23. That would be unknown to such a house 
as Messrs. Baring’s ?—Yes. 

24. And would the agent’s house do anything 
at all to place the loan before the public, excep< 
what you have stated ?—No. 

25. I do not know whether you wish to give 
any opinion as to the desirability of allowing, or 
rather of preventing, dealing with foreign loans 


before allotment; I do not know whether you go\ 


into that matter at all?—I am hardly sufficiently 
well acquainted with the subject to-do so. 

26. When you have; received applications, I 
suppose you do certify to the Stock Exchange 
the amount of those applications, if you require 
a settlement of the loan?—We certify to the 
Stock Exchange either that the whole amount of 
the loan has been subscribed, which is generally 
the case, or, if not, we state that the greater por- 
tion has been subscribed, or just as the circum- 
stances may be. In some cases, for imstance, 
where a loan is raised in various places, we 
should certify to the Stock [xchange the pro- 
portion that had been issued in England, in 
London. 

27. Would the Stock Exchange take notice of 
the amount that had been subscribed on foreign 
exchanges, in foreign markets ?—I1 am not aware 
of that. 

28. Let me put the case of a loan being issued 
partly in London and partly in Paris; would 
Messrs. Baring make any communication to the 
Stock Exchange as to the amount subscribed in 
Paris ?—No; they would do that if they were 
asked by the Stock Exchange, and if it were a 
matter within their cognisance, but they would 
not do it as a matter of course, I apprehend. 

29. When you say “ subscribed,” I suppose 
you mean bond fide subscribed, and money paid 


nach Wt he 
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Sir H. James—continued. a 
upon allotment ?—Yes, bond fide subscribed, and 4 
money paid upon allotment. “= 
30. Has ever a case come before your notice 
of allotments being made to the agents them-— 
selves, or the representatives of the agents, that | 
certified to the stock Exchange, and then such 
stock afterwards cancelled by the agents?—No, © 
I ain not aware of any such case, a 
31. Nothing of that kind ever come to your 
cognisance ?—Nothing. The only ease which I © 
recollect, which bears any analogy to that, wasa ~ 
case of a loan in which the whele amount was not | 
subscribed, a loan, I think, for eight millions, and 
only six millions were subscribed. Then notice 
was given to the Stock Exchange that only six | 
millions of the loan had been issued, and the — 
other two millions not issued. a 
32. But no one had subscribed for those two 
millions ?—No, the subscription fell short to that 
extent. ‘ 
33. Is there any general rule as to the way in 
which the production of the loan is forwarded to 
the, Government; is it generally done through — 
the agent and representative of the Government 
here, or is it sent direct?—That is entirely a 
matter of arrangement. In Some cases the agent 
here accepts bills drawn by the Government or} 
by its bankers; at other times remittances are 
made in specié, but there is no fixed rule; it is 
entirely a matter of convenience. 


Sir Charles Mills. 


34. You say that the commission on loans is 
two per cent., that is on loans taken on commis- 
sion, I presume ?—Yes. 

35. But loans are taken on different terms?— 
Yes, but I said that the commission was two per 
cent., and never more than two per cent. 

36. But are not loans effected on different | 


terms than that of commission ?—They are some- 

times, but as far as my experience goes, I only 
know of one instance of a loan which has come | 
under my contro! which was not issued on com- _ 
mission. m 
37. And that was issued on what terms?—The | 
loan was contracted for by the | 
don. . 
38. It wastaken by the firm you mean?— It 
. 
1 


f 


parties in Lon- 


was taken by the firm. 

39. It was taken by the firm themselves and 
then put out to the public afterwards ?—Yes. 
40. In that case, | suppose, the two per cent. 
commission did not held good ?—In that case, of — 
course, the loan was taken at a price which in- 

cluded the commission. F 3 a 

41. It was taken at a price by the firm con- 
tracting, who offered it to the public at a price 
which gave them their usual commission ?—Yes, 
at a price which gave them their usual commis- 
sion of two per cent. : ; 

42. Have you ever known eases where sub- 
ecriptions have been obtamed privately to the — 
loan before the loan has been offered to the 
public ?—No. ea 

43. I mean where people have been asked to 
subscribe, and have signified that they would be 
willmg to take so much m ease of the funds not 
coming in?—No, I know of no such arrange- 
ment. OPN TOTE s 

44. In regard to the proceeds of the loans, Sir — 
Henry James asked Epa with reference to their — 
being remitted to the States berrowing, I su 
in a great many cases the proceeds of i ea 
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are applied to payments here ?—Very often por- 
tions of the loan are applied to payments here. 

45. In some cases they are applied to pay- 
-ments for interest or dividends ?—Yes, some- 
times. At the time that a Government is 
making the loan they would not draw all the 
money, and then have to remit a portion back 
by the next post; they would very likely pro- 
vide for the current dividend out ot the proceeds 
of the loan. . 


Mr. S. Cave. 


46. You said that it is a matter of negotia- 
tion as to whether the two per cent. commission 
is paid on the nominal or on the real value ?— 
Yes. 

47. Of course it would make an enormous dif- 
ference with regard to some classes of loans ?— 
It makes a very great difference where the loan 
is at a low price. Where a loan is near par, of 
course the difference is not considerable. 

48. You also said that there was no control by 
the agents over the application of the loan; but 
in the case of Turkey, for instance, has there 
not been a control over the application of loans 
which have been raised for particular purposes ? 
—I haye no knowledge of the Turkish loans. I 
cannot speak from any knowledge of the subject. 

49. Then you said that the return to the 
Stock Exchange by the agents in this country 
would only apply to that portion which was 
raised in this country ; but, I suppose, if Messrs. 
Baring, for instance, had anything to do with 
that portion which might be raised in Paris, they 
would return it to the Stock Exchange, would 
they not ?—They would return it if it were re- 
quired, unquestionably ; but as far as my expe- 
rience goes there has been very little occasion 
for making a separate return; because, gene- 
rally, the whole of the loan has been subscribed, 
and the statement to the Stock Exchange has 
been to that effect, that the whole of the loan has 
been subscribed here. 

50. But, I suppose, in some instances it would 
be raised in Paris, or anywhere else by agents of 
Messrs. Baring, for instance, in which case it 
would be returned as part of the loan?—No, it 
would be raised by joint agents of the Govern- 
ment. : : . ‘ 

51. I do not mean by joint agents of the Go- 
vernment, but by agents of the agents: would 
not that be the case in some instances ?—No; in 
all cases where loans have been raised in diffe- 
rent places, in Londen and Amsterdam, for in- 
stance, the frm in Amsterdam, or the bankers 
in Amsterdam, have been joint agents of the Go- 
yernment, nut sub-agents of the firm in London. 

52. But are there not instances in which it 
might be supposed that the loan would not be 
taken up in London, in which it would be simul- 
taneously brought out in other capitals by the 
agents themselves, not as joint agents of the Go- 
ment, but by the agents themselves ?—No, not 
within my knowledze. 

53. Are there any means in the hands of the 
public of separating the portion of a loan which 
is remitted direct to a foreign state and that por- 
tion which is kept in this country for the pur- 
poses which Sir Charles Mills was mentioning 
just now?—The account with the Government 
would of course show the disposition of the whole 
of the funds. 

54. Of course; but would it ever be made 
ue, 0,64. 
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public; would it be available to the public in 
this country, for instance ?—-No; that is a mat- 
ter between the agent and the Government, 
which they have no right to divulge without the 
consent of the Government. 

55. And in a case in which the loan has been 
apparently contracted for a particular purpose, 
there is nothing to inform the public of the actual 
application of such a loan, whether it was applied 
to the purpose for which it was apparently con- 
tracted ?—No. 

Mr. Walter. 

56. Do the public, when they wish to take 
a portion of any loan of that kind, apply direct to 
you, or do they employ a broker as a medium ?— 
It depends entirely upon their own pleasure; 
they can either make the application direct, or 
through a broker, or through their bankers, if 
they like. 

57. Do you transact much business with pri- 
vate individuals in that way ?— Yes, a great 
deal. 

‘Chairman. 

58. How long a time do you keep your loan 
open; have you a fixed time ?—There is no fixed 
time ; it is generally three or four days, some- 
times a day or two longer; but three or four 
days is about the usual time. 

59. What regulates the period; on-what con- 
siderations is it founded ?—Well, the considera- 
tion of convenience to the public; it is considered 
desirable to give a sufficient notice for investors 
in the country, and at near continental places, to 
apply for the loan. 

60. Is three or four days sufficient for that 
purpose?—As a rule; but if, for instance, a 
Sunday should intervene, they would allow an 
extra day or two. 

61. Have you any particular day on which 
you bring out your loans ?—No. 

62. Friday is rather a favourite day, is it not? 
—TI do not know that there is any very favourite 
day. 

63. I understand you to'say that you receive 
nothing whatever, no veluable consideration of 
any kind, except the commission of 2 per cent. ? 
—Nothing whatever but that. 

64. What precisely do you do for that; what 
is it you are hound to do for that commission ?— 
We are bound to make all the arrangements for 
issuing the loan. ‘ 

65. What sort of arrangements ; suppose the 
agreement made, what do you do?—We examine 
all the documents, and prepare the prospectus, 


and invite subscriptions for the loan; then we 


issue scrip for the loan, then receive the proceeds 
generally by various instalments; and when all 
this is completed we receive the bonds and 
countersign them, and issue them to the public. 
66. Have you anything to do with the com- 
mittee of the Stock Exchange?—No; except in 
reporting to them that the loan is subscribed, and 
submitting the scrip and bonds to the inspection 
of the committee before they grant a quotation. 
67.. Do you submit this prospectus also ?—The 
prospectus is submitted to them, but not before 
the loan is issued; but when the loan is 
issued we furnish the Stock Exchange 
with’ a certified copy of the prospectus, with a 
copy of the scrip, and with a bond, if the bond is 
ready at the time; if not, that is done sub- 
sequently, and with a certificate as to the loan 
A2 ' being 
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Chairman—continued. 
being properly subseribed ; that is all we have 
to do with the Stock Exchange. i 

68. That is with the materials upon which 
they can decide whether they will give a settling 
day, or not /—Yes. 

69. Thatis what you do, in fact, for your com- 
mission ?— Yes. : 

70. And that is the whole ?—Except the pay- 
ment of the money,.and excepting drafts of 
money, or remitting the money in various ways ; 
all that is included in the commission. 

71. And with the exception of this 2 per cent. 
you hold the whole at the disposal of the foreign 
Government for whom you act ?—Yes. 

72. Is it not the case that almost all loans are 
brought out at a premium, somehow or other ; 
as a matter of fact, is not that so?—You mean 
not brought out at a premium, but that they are 
quoted at a premium; very often that is so. 

73. Before the settling day ?—Yes, very fre- 
quently. 

74. You have nothing to do with that ?—No- 
thing whatever. 

75. Nor with anything connected with the 
committee of the Stock Exchange ?—Nothing 
whatever; our only connection with the com- 
mittee of the Stock Exchange is to give them 
the means of certifying that every thing is ac- 
cording to rule. 

76. You have no other connection with the 
Stock Exchange at all?—No other connection 
with the Stock Exchange. 


Sir C. Russell. 


77. Has the Stock Exchange any cognisance 
of the rate of commission ?—No, none what- 
ever. 


Mr. Wathin Williams. 


78. Is the meaning of a loan, or a fortion ofa 4 


loan, being contracted for by a firm, that the con- 
tractors undertake absolutely to take up so much 
of the loan?—Yes. 


79. And then they take their chance of dis- 3 | 


posing of the loan to the public ?—Yes. 

80. And for that their remuneration is not in 
the form of a commission, but the difference 
between the price at which they take it, and the 
ptice which they are able te. get for it from the 
public ?— Yes. 


Mr. Kirkman Hodgson. 


81. I believe that in all cases of which you are 
cognisant, when that has been the case, the whole 
loan has been taken by the contractor?—I only 
know of one case in which the whole loan was 
taken by the contractor. 

82. | mean that the public receive the allot- 
ment made to them all at one price; the loan is 
put out at one price; there is not a portion of 
the loan put out at a lower price, which has been 
taken beforehand, than that which was given to 
the public ?—No. = 


Mr. S. Cave. 


oy As agent you run no risk of that sort ?— 
0. 

84. And suppose you send a part of the loan 
in the form of specie to a foreign Government, 
do you run any risk in that way ?—No, the 
foreign Government always insures ; that is to 
say, we charge them with insurance; wé do not 
undertake any responsibility; as a matter of 
course we insure, but charge the Government 
with the insurance. 


Mr. Samupt Herman Dn ZoETE, called in, sworn; and Examined. 


Sir Henry James. 

85. I BELIEVE you are Chairman of the Com- 
mittee of the Stock Exchange ?—I am. 

86. And I believe you also have had some 
practical experience as, a professional man, as a 
stock broker in the city of London for many 
years ?—Yes. 

87. You are not in active-business now ?— 
No. 

» 88. How long have you been chairman of the 
committee of the Stock Exchange ?—I have been 
chairman, I think, three years, and deputy chair- 
man some years before that. 

89. And how long altogether have you been a 
member of that committee ?—Since 1851 or 1852, 
I think. 

90. Have you a copy of the rules of the Stock 
Exchange with you ?—Yes. 

91. Will you be good enough to state to the 
Committee what.is the first intimatica made to 
the Stock Exchange, in relation to any foreign 
loans in this country ?—If you would be good 
enough to refer to page 58, that shows what 
course of proceeding is adopted. 

92, Will you state practically what occurs ?— 
The rule 125 states, that “the committee will 
appoint a special settling day for transactions in 
the scrip of a new loan, provided the requisite 
documents are in due order, and that the issue is 
not in contravention of rules 59 and 60.” Those 
are in reference to loans which might be attempted 
to be issued by a foreign Government which has 
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not complied with its bargain, in fact has com- 
mitted default. 

93. What is the first intimation that the agent 
or contractor of a loan makes, as a fact, to the 
Stock Exchange ; we will look to the rules after- 
wards ; will you tell the Committee now what is 
done, practically ?—The agent of the loan, I take 
it, applies to our secretary of the railway and 
loan department. He states that he furnished 
him information ona letter which is forwarded 
to him by Mr. Slaughter, who is the secretary, 
requiring certain documents to be forwarded, the 
powers, the amount which has been allotted, and 
in fact, whatever is necessary for our procedure. 

94, Will you oblige me by stating that rather 
more in detail. You first get the statement of 
the powers of the agent, I understand, and then 
the amount allotted; do you obtain any proof at 
all of his authorisation ?—We have the papers 
sent in to us; I am going to read to you now the 
next paragraph, which gives, that “ The applica- 
tion for a special settling day for bargains in 
foreign, colonial, or other loans, must be laid 
before the secretary of the share and loan depart- 
ment, who shall give three clear days’ notice to 
the Stock Exchange previously to its being con- 
sidered by the committee.” Those papers have 
been laid before the secretary of the share and 


loan department, in consequence of an intimation % 


from the contractor or agent that he is ready 
with those particular documents, and he sends him 
a formal 
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a formal letter requiring those papers to be 
furnished. 

95. What proof do you require of the authen- 
ticity of those papers ?— We generally take nota- 
rial copies, or gazettes, or whatever would be 
taken in the ordinary way as proof ; that is, we 
do not go into the legal proof, because we have 
no power of doing that, but we take what appears 
to us to give us every reasonable assurance that 
the papers are complete. 

96. Do you make any inquiry whatever as to 
the probability of the State repaying that loan ; 
does that come within the scope of your investi- 
gation ?—No. 

97. Neither as to the reasonableness, nor as to 
the unreasonableness, of the amount ?—No. 

98. Do you at all interfere on such a practical 
matter as to the dates when the instalments are 
to be paid ?—No. 

99. Or whether the interest be high or low. 
All those matters you do not interfere with at 
all ?—No. 

100. At what period of the making of the con- 
tract are these papers sent in to you?—It is ‘after 
the contract is made. , 

101. Is it after or before allotment to the 
public ?—After allotment. 

102. Then as to any statement made by pro- 
spectus, or otherwise, before allotment, you do not 
interfere ?—We have nothing to do with that. 

103. Now under what circumstances should 
you refuse a settling day in this loan ?—~If we 
had not powers, if the powers were not clear. 

104. That is to say, the powers of the agents? 
—Yes. 

105. Under any other circumstances ?—I do 
not recollect any instance in which a settlement 
has been refused in a foreign loan. 

106. Now what amount do you require to be 
subscribed before you grant a settling day ?-— 
There is no amount required. If there are bar- 
gains to be settled we should order them to be 
settled. 

107. Supposing the loan is issued, say for two 
millions actual money, and a statement caine into 
you that a million and a half only had been sub- 


‘scribed, should you take any cognisance of the 


fact that it was only a partial subscription ?—I 
do not think we should; we should appoint a 
settlement. 


108. Is there any limit to which you go; sup- 
pose it was only half a million, or one fourth the 
amount sought for, should you grant a settlement 
there?—If it came down to so very small an 
amount as to be practically a complete failure, 
very likely the loan would be withdrawn; but if 
the loan stands, and is not withdrawn, we should 
give a settlement, so that anybody who had con- 
tracted would apply to us and say “we want to 
settle these bargains.” 

109. Do you require any proofs as to the bona 
fides of the allotment ?—I cannot say that we do; 
we take the assurance of the contractor that such 
and such an amount has been allotted; we do not 
ask for proof; we have no means of getting the 
proof, in fact. 

110. For instance, if they stated that the whole 


sum due upon allotment had been paid in to any 


joint-stock bank, should you inquire at the bank 
whether that was correct or not ?—There is no 
provision in the rules for that which we do require 
in the case of companies. 

0.64. 
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111. Practically, you do not make that inquiry, 
therefore ?—No, we do not. 

112. You take the mere statement of the 
contractors ?— Yes. 

113. You would not know whether they had 
provided it themselves, or from what source it 
had come ?—No. 

114. I think in some of your rules you have 
the words “ bond fide subscribed;” I do not 
think that refers to loans?—No, it refers to 
companies. 

115. You have no such rule as regards loans? 
—No. 


116. Your rules, I think, as regards loans, on 


page 58, and subsequent pages, of your Stock 


Exchange Rules ?—Yes. 

117. Now you of course have some practical 
knowledge of the course that has been taken in 
relation to launching these loans to the public ?— 
Practical knowledge on the subject I have not. 

118. They have come before you as matters of 
general knowledge; I do not. mean to say you 
have dealt with them yourself?—I mean to say 
I have never been connected with them. 

119. You have general information on the 
subject ?—Yes; what is open to everybody. 

120. Before allotment to the public, are these 
loans dealt in frequently on the Stock Exchange? 
—Frequently. 

121. Do you know whether the contractors 
themselves ever authorise brokers to make bar- 
gains, so as to make markets ?—Well, I should 
think there is no doubt about it, both buying 
and selling. 

122. Will you just explain the course that is 
taken; does the contractor authorise a broker 
first to go into the market and buy and offer a 
price, or rather go to the jobber and ask the 
jobber to offer a price ?—It might be done some- 
times direct through a jobber, but brokers are 
constantly receiving orders for buying and sell- 
ing. 

123. Whether it is done through a jobber or 
direct, do those orders come from the contractors ? 
—I presume it would be so. 

124. Both authorising to sell and authorising 
to buy ?—Yes. 

125. Then supposing the loan goes down and 
a broker who has bought, say at one premium, 
has the stock delivered to him when it is at five 
discount, who bears that loss?—The broker or 
the person with whom he has dealt, 

126. Would not the centractor in such case 
bear the loss?—I suppose the broker would not 
ask whether he was a contractor or not; he 
would receive his orders from him as a firm or 
individual, and execute his orders. : 

127. We see constantly that before an allot- 
ment to the public there has been an active 
dealing in certain-loans; they have been run on 
to 14 or 14, about the usual premium ; are those 
in your judgment bond fide dealings, or are they 
done for the purpose of launching the loans ? 
They may be either the one or the other; very 
often they are bond fide; very often they are for 
the purpose of launching the loans. : 

128. If done for the purpose of launching the 
loan, in your judgment is that a proper state of 
things to exist?—I do not know that T can 
answer that. It is very difficult to discriminate 
as to which is which. 

129. Supposing this is done by the agent of 
the contractor, simply to launch the loan, and he 
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1875, a healthy and good state of things to exist ?—It Mr. Ellice. 


that loan allotted to them ? 


is very difficult to form an opinion upon that. 


Supposing Messrs. Baring or Rothschild were to 
give me an order to buy a hundred thousand 
stock, I should execute it; it would be very 
difficult to say that such a transaction as you 
refer to might not take place. 


130. I am asking you whether this is a healthy 
state of things; an agent launching a loan directs 
a broker to buy, say 500,000 Z. worth of that loan, 
and another broker to go and sell it at a price, 
say 13 or 1? premium, and then it is stated in the 
“ Times” newspaper that there have been active 
dealings in that loan at 13 premium; do you 
think that a healthy state of things?—No, I 
should say not. 

131. And if it could be prevented it would be 
well?—Yes. 

132. Do you know the term “ a pocket order ” 
given to some dealers?—I hardly know what it 
is; I know that dealers very often have those 
orders. 

133. Will you tell us the meaning of the 
term ?—I could not tell you exactly; I have not 
experience. 

134. Do you know what “a pocket. order” 
means ?— Well, I suppose, a pocket order very 
likely would be an order given to a jobber, who 
is generally a dealer standing in the market, that 
he may buy or sell a certain amount. 

135. Given by whom ?—-By contractors, I pre- 
sume. 

136. So as to force the market up ?—Yes, or 
keep the market going. Of course, if they are 
selling with one hand and buying with the other, 
there may be minor fluctuations of one kind or 
the other. 

137. Do you know anything of the practice 
with reference to a syndicate being formed to 
launch a loan ?—I do not know how it is formed. 
I know that syndicates do exist; a combination 
of merchants, or agents, or financiers, who com» 
bine together, either to take a loan, or a portion 
of loan; and according to the term “ syndi- 
cate,” I presume there must be a syndic, or a 
person who is entrusted with the care of that 
operation. 

138. Do the syndicate have any portion of 
A syndicate, I pre- 
sume, is a combination of gentlemen, of private 
individuals, who join together for the purpose of 
making some arrangement to take, say a balance, 
or a certain amount. 

139. What price would they take it at; the 


issue price, or below ?—That I cannot say. 


140. Do you know anything of the practice of 
the contractors themselves buying the loan back 
after allotment; does that come within your 
knowledge at all ?—No. 

141, Now, you have some documents, which 
have been handed in to you, in relation to 
certain loans; now I will deal, first, with the 
Honduras loan, if you please; do you have 
the prospectuses of loans handed into you ?— 

es. 

142. Will you begin, please, with the first 
Honduras loan you have cognisance of, in No- 
vember 1867 ?—I have got here the application 
from the brokers of the loan; a settling day in 
the scrip of the Honduras loan. It is signed 
by the brokers, the agents, or contractors, and 


143. Who were the brokers ?—Messrs. Cuze- 
nove. 
Sir Henry James. 


144, Who were the contractors?—It would 
not appear here. 

145. Now will you give me the next docu- | 
ment ?—The next document is the prospectus. 

146. It is a prospectus I see fo one million 
nominal, to be issued at 80 per cent , and it says,. 
“The Government of Honduras having agreed 
to appropriate to the subscribers a moiety of the 
net profits of the railway during 15 years after 
the complete repayment of the present loan, 
subscribers will receive as bonus, within one 
month after allotment, with each 100/. bond, 
one 10,000th deferred fully paid up railway 
share to bearer, entitling the holder thereof to 
receive his proportion of such net profits.” Then 
it states that “ The President of the Republic of 
Honduras, being duly authorised, has given full 
powers to Monsieur Victor Herran, minister at 
Paris, and Senor Don Carlos Gutierrez, Hon-— 
duras, minister in London. to contract on account 
of the Government, a loan, to be applied towards 
the construction of an Inter Oceanic railway from 
Puerto Caballos, on the Atlantic, to the Bay of 
Fonseca, on the Pacific.” Then they say that 
“ The several contracts and other documents can 
be inspected at the office of Messrs. Baxter, Rose, 
& Norton, solicitors, 6, Victoria-streef, West- 
minster.” ‘The interest and sinking fund of the 
loan are specially guaranteed by a first charge 
upon the intended railway itself and its revenue, 


and also by a first mortgage upon the whole of | 


the domains and mahogany forests of the State of 
Honduras, which, according to official report, are 
of immense value. It is arranged that the whole 
of the produce of the above mortgaged state 
domains and forests shall be consigned direct to 
London by the Honduras Government by Messrs. 
Bischoffsheim and Goldschmidt, who will pay over 
the proceeds of the sales towards the annual in- 
terest and sinking fund, and the construction of 
the remaining sections of the railway ” ?—Yes. 

147. Now, did you make any inquiry as to 
* the several contracts and other documents” at 
the office of Messrs. Baxter, Rose, & Norton ?— 
No. 

148. And of course you would not make any 
inquiry as to how ‘the produce of the state 
domains and forests would be consigned here to 
Messrs. Bischoffsheim and Goldschmidt ?—No. 

149. There is no signature to the prospectus, 
but it appears that applications for the loan will 
be received at the London and County Bank, 
and in Paris by Messrs. Bischoffsheim and Gold- 
schinidt & Co ?--Yes. 

150. Is it usual to sign the prospectus ?—Yes, 
that is signed at the back, I think. 

151. “ We beg to certify that this is a correct 
copy;” that is signed by “ Bischoffshiem and 
Goldschmidt, agents of the Honduras Govern- 
ment ?—Yes. 

152. They certify that as a correct copy ?— 
Yes. eh 

153. Now what is the next document as re- 
gards this loan?—These are merely receipts of 
papers (handing them in to Sir Henry James). 

154. You have put in here a paper, dated the 

16th 
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16th of December 1867, signed by Bischoffsheim . 


and Goldschmidt, “Received of Mr. Slaughter 
the Parliamentary Blue Book, and the pass book 
of the Honduras Railway Loan”; what is that? 
—I do not know which; the Parliamentary Blue 
Book is there. 

155. We will relieve you of that; what is the 
pass book?—I see here also that there was a 


pass book of the London and County Bank sent 


in with the papers. 

156. That was returned to Messrs. Bischoff- 
sheim and Goldschmidt ?— Yes. 

157. So that they would have that, as far as 
you know ?—Probably. 

158. There is also a receipt by Messrs. 
Bischoffsheim and Goldschmidt, dated 8th July 
1870: “* We beg herewith to acknowledge receipt 
of the followmg documents: — Ist. Powers 
eranted to Don Carlos Gutierrez to issue the 

onduras Ten per Cent. Government Railway 
Loan. 2nd. His Excellency’s authority to the 
London and County Bank. 3rd. The general 
bond. 4th. The pass book of the London and 
County Bank, for which we are obliged”; do 
you know whether that refers to the 1867 loan, 
or not ?—They are with the 1867 papers, and, 
therefore, I presume they do. 

159. Have you any other papers as to the 
1867 loan ?—Yes; here is a letter from Bischoff- 
sheim and Goldschmidt certifying, ‘“ That 
501,100 7, of the Honduras Railway Loan has 
been allotted in England, and that 74,782/. 3s. 1d. 
has been paid thereon till now; the remainder 
has been appropriated to the Continent, and is 
represented by French scrip ; the definite bonds 
will, however, be all alike.” 
hs That is dated 5th of December 1867 ?— 

es. 

161. Now, have you any cognisance of any 
loan issued in Paris in 1869; that, 1 presume, 
could not come before you?—No; but there are 
several other papers here in reference to the 
1867 loan. There seems to be one here (pro- 
ducing it): “ Honduras Government Railway 
Loan Office. Official document legalised by no- 
tary.” 

162, That is the notice of the service; it isa 
Spanish document and is translated from the 
Spanish; it is a decree: “ The Government is 
authorised to contract a loan in Honduras, in the 
other states of central America, or abroad, for 
such an amount as may suffice to cover the re- 
quirements of the present needs (Art. 2). The 
Government may allow interest at the rate of 
16 per cent. (16%) per annum, and to appro- 
priate, for the redemption of loan, whatever re- 
venue or revenues of the State they may deem 
most conyenient (Art. 3). Should the amount 
which may be negotiated permit it, the Govern- 
ment shall devote a certain sum to the develop- 
ment of agriculture in the manner which may be 
considered most convenient, as also tobacco, &c., 
or for any other branch of industry, so as to give 
an effectual and ere impulse to the prosperity 
of the State. Let it be sent up to the senate. 
Given at Comayagua, in the session hall of the 
Chamber of Deputies, on the 14th of March 
1863. Therefore let it be put in execution. 
National Senate at Comayagua, the 19th of 
March 1863.” ?—Yes. 

163. Have you anything else relating to this 
loan?—Several notarial copies (handing them in), 

164. Are these all for 1867 ?—These all relate 
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to it; they are in reference to the constitution of 
the Republic apparently, and the papers that we 
required; but they were handed in. 

165. This seems to be a Spanish document 
showing the constitution of the Honduras Re- 
public: “ Decreed and sanctioned by the Na- 
tional Congress on the 28th of September 1865”? 
— Yes. 

166. Here is a contract signed by Mr. Herran, 
Don Carlos Gutierrez, and Mr. M‘Candlish, and 
they are articles of agreement dated the 25th 
day of October 1867; and then Messrs. M‘Can- 
dlish agree with Herran and Gutierrez, acting 
for and on behalf of the Honduras Government, 
to construct a railway; and it is to be con- 
structed in the following sections, at the prices 
mentioned in the schedule. ‘there is to be the 
first portion of 53 English statute miles from 
Port Cortes to Santiago for 500,0001.; the second 
portion, 85 miles, for 930,000/.; the third portion, 
92 miles, for 470,0007.; making in all 230 miles 
for 1,900,000 2. ?—Yes. 

167. Is. there any other document for 1867 ?— 
Here is an agreement between the Honduras 
Minister and Messrs. Bischoffsheim. 

168. We see that the authority of a decree to 
raise the loan is to apply the money for the pur- 
pose of agriculture generally, and also for raising 
tobacco in Honduras; have you any document at 
all showing authority to apply a loan to a rail- 
way ?-—-I do not know whether it is stated in the 
prospectus. 

169. Did the committee of the Stock Exchange 
make any inquiry as to what power there was to 
apply any loan to the creation of a railway !— 
I do not recollect. 

170. This document that you have handed in 
seems to be a lithographed copy of an agreement 
with Messrs. Bischoffsheim, and it bears date the 
26th of May 1866, and it is signed by Carlos 
Gutierrez, Bischoffsheim and Goldschmidt, and 
Victor Herran, and it is witnessed by a M. 
Lefevre. ‘Signed by the said His Excellency 
Carlos Gutierrez, His Excellency Victor Herran, 
and Bischoffsheim and Goldschmidt, in the pre- 
sence of Lefevre, 83, Lombard-street ” ?—Yes, 
that is a certified copy by a notary. 

171. Do those complete the documents of 
1867 ?—No, not quite. This appears to be the 
scrip, and here is a bond (producing them). 

172. This is a scrip certificate: “‘ The bearer 
of this certificate having paid the sum of 1512, 
being 15 per cent. upon 100 2. of the above Hon- 
duras Government Railway Loan, will be enti- 
tled, on payment of the remaining 65/., to a bond 
for 1007. stock, with dividend warrants attached. 
The sum of 65/. is payable at the following 
periods: 107. on lst January 1868, 152. on Ist 
July 1868, 202. on Ist January 1869, and 201. 
on Ist April 1869, less interest.” Then there is 
a copy of the bonds: “Honduras Government 
Railway Loan for 1,000,000/. The Govern- 
ment of Honduras having agreed to appropriate 
to the subscribers of the above loan a moiety of 
the net profits of the railway from Puerto Ca- 
ballos to the Bay of Fonseca during 16 years 
after the complete repayment of the said loan, 
the bearer of this 10,000th deferred fully paid up 
Railway Share, No. ; will be entitled to 
receive his proportion of such net profits. Lon- 
don, 2nd December 1867; for self and the Hon- 
duras Minister in Paris, M. V. Herran. (signed) 
Don Carlos Gutierrez” ?—Yes. 
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173. Now I want the documents of the 20th . 


of June 1870; I think that is the next Honduras 
Loan you have?—Yes. There is the French 
Loan of 1869, which I do not think ever came 
before us. 

174. You have no cognisance of that ?—No. 

175. Have you no document at all as to the 
French Loan ?— No, none. 

176. We will take, then, the third loan, the 
20th June 1870. What documents have you 
relating to that ?—Here is the prospectus (pro- 
ducing it). 

177. This is a prospectus for the “‘ Honduras 
Ten per Cent. Government Railway Loan” for 
2,500,000 2. nominal, in 25,000 bonds of 100 2. 
each, issued at 80 per cent. The same minister, 
Don Carlos (Gutierrez, is named, and it is 
approved 15th of June 1870, and has the signa- 
ture C. G. ?— That I presume is Carlos Gutierrez. 

178. It says that he is ‘‘ authorised by full 
pewers dated 14th March 1870.” Have you got 
those papers ?—No, we have not; they must have 
been returned. 

179. Have you ever had them ?—Yes; here is 
a letter which shows that (producing it). 

180. This is a letter of the 2nd July 1870, 
sent by Bischoffsheim & Goldschmidt to the 
committee of the Stock Exchange to this effect: 
«“ We beg herewith to apply for a settlement and 
quotation of the Honduras Ten per Cent. Go- 
vernment Railway Loan for 2,500,000. just 
issued through the London and County Bank. 
We beg to hand you herewith—l. Powers 
granted to Don Carlos Gutierrez, Honduras 
Minister in London, to issue the loan. 2. His 
Excellency’s authority to the London and County 
Bank to receive applications: for the said loan. 
3. The prospectus approved by his Excellency. 
4, The general bond. 5. A model of the scrip. 
6. The pass-book of the London and County 
Bank showing that the whole loan has beenallotted, 
and that 15 per cent. has been paid on all, and 
that a part has been paid in full. The balance 
this day to the credit being 390,979 1. 15s. 3d. 
The definitive bonds will be issued in conformity 
with the rules of the Lendon Stock Exchange. 
All the scrip will be in the hands of the London 
and County Bank ready for delivery on Tuesday, 
the 5th instant”.?— Yes. ee 

181. I see in the prospectus it states, “ This 
loan is raised to complete the Inter-oceanic Rail- 
way, and to place the line from sea to sea in 
thorough and efficient working order. As in the 
case of the previous loan, the proceeds of the 
present loan will be paid into the hands of 
trustees appointed for that purpose.” The term 
bemg here used “the previous loan,” had the 
Stock Exchange Committee any knowledge at 
all of the Paris Loan of 1869 ?—No. 

182. Then speaking of the railway, the pro- 
spectus says, “ The first section is contracted to 
be finished next November. Messrs. Waring 
Brothers & M‘Candlish have undertaken, under 
heavy penalty, to complete the second section at 
the end of 1871, and a new contract has been 
signed with them to complete the entire railway 
from Puerto Caballos, on the Atlantic coast, to 
the Bay of Fonseca on the Pacific, and deliver 
it over in efficient working order in the autumn 
of 1872;” did you have any copy of those con- 
tracts sent you?—lI do not recollect; I should 
say not, if they are not specified in that letter. 

18%. You have not got any trace of them with 
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you?—No, none whatever; here is a scrip 
(producing it). 

184. What became of the other documents 
mentioned in this letter ?—-I presume they were 
returned. 

185. They would be, in course, I suppose ?— 
Yes. 

186. I see that the letter of Messrs. Bischofi- 
sheim on the 2nd July 1870, states that certain 
documents have been sent, and the letter of the 
8th July acknowledges the receipt of correspond- 
ing documents in return; would those six days 
be about the time that the committee would keep 
the documents ?—Yes, it might be; and no doubt 
that other receipt of 1870 applies to these papers 
which we have not got now. 

187. Have you got any other papers as to 
1870 ?— None; here is the letter of application 
for the settlement, and the scrip (producing them). 

188. You had no cognisance of the large 
15,000,000 7. Ship Railway Loan, the one that 
came out in 1872 ?—No, that fell through. 

189. Have you any other documents at all in 
relation to the Honduras Loan ?—None. 

190. Will you go now to Costa Rica Loan of 
November 1871?—The application for a settle- 
ment was in May 1871. i 

191. Will you hand in all.the documents in 
relation to the Costa Rica Loan of 1871 ?—( The 
Witness did so.) 

192, On the 22nd of May the first letter of 
application is written ; it is signed by the brokers, 
Messrs. Cazenove, the same as in the Honduras 
Loan, requesting a settling day for the six per 
cent. loan of the Costa Rica Government for 
500,000/.. Then I find the Costa Rica Govern- 
ment Six per Cent. Loan issue of 500,000 /., 
nominal capital; issue price 72/1. per cent. The 
prospectus says, “The loan is secured on the 
general property and revenues of the Republic 
of Costa Rica, as well as by the special hypothe- 
cation of the customs’ dues of the State.” “ Forms 
of application can be obtained at the counting- 
house of Messrs. Bischoffsheim & Goldschmidt, 
Founder’s-court, Lothbury, London, E.C.; of 
Messrs. P. Cazenove & Co., 52, Threadneedle- 
street, I.C.,. or the Imperial Bank, Limited, 
Lothbury, E.C., by all of whom applications can 
be received ;” and it says that “ Messrs. Bischoff- 
sheim & Goldschmidt are authorised by his Ex- 
cellency the Minister of Costa Rica at the Court 
of Her Britannic Majesty, empowered by the 
Government of Costa Rica,” and so forth. | I 
think that was the second issue of that loan. 
There is a letter of the 20th May 1871 from 
Messrs. Bischofisheim & Goldschmidt to Mr. 
Slaughter, and it is as follows: “In accordance 
with your letter of the 16th instant, we beg to for- 
ward you the following documents in connection 
with the six per cent. loan of the Government 
of Costa Rica for 500,0002, recently issued by 
us. 1. Decree authorising the loan and contain- 
ing the power to the Minister at the English 
Court. 2. Authority to us to issue loan. | 3. 
Certified copy of the loan prospectus. 4. Our 
certificate, notifying that the loan has been 
subscribed by and allotted to the public. 5. A 
cancelled specimen of the scrip. 6. The general 
bond for deposit in the Bank of England.” The 
prospectus is not signed at all, or certified by any 
one ?—Yes. 

193. Then there is another letter of the 2nd of 
August 1871, from Bischoftsheim & Goldschmidt 

to 
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to Mr. Slaughter: “We herewith beg to hand 
you proofs of the definitive bonds of the Costa 
Rica Government Six per Cent. Loan, which will 
be signed by hand both by his Exzellency Don 
Carlos Gutierrez, Minister Plenipotentiary of 
the Costa Rica Government, and by ourselves. 
Our object in submitting these proofs to you is 
to obtain the approval of your Committee as to 
their form, before we give definitive orders for 
the printing of the bonds. As our senior leaves 
to-morrow for the Continent, we shall esteem it 
a great favour if you will take the matter in hand 
at once\and inform us to-day or to-morrow of 
the decision of your committee ;” that is signed 
by Bischoffsheimand Goldschmidt. Then there is 
a letter from Messrs. Bischoftsheim and Gold- 
schmidt: “ We hereby certify that the 6 per 
cent loan of the Costa Rica Government for 
500,000/. has been applied for, and allotted with- 
out reservation to the public. That the 15 per 
cent. required on allotment has been duly paid 
thereon; thatthe scrip is ready for delivery ; and 
further, that there exists no obstacle, as far as 
‘we are aware, that could in any way prevent a 
settlement of the same ”?— Yes. 


194. Then there isa prospectus, dated the 8th 
of May, signed by Bischoftsheim and Gold- 
schmidt; was there a second issue of 500,000. 
of the same loan ?—Yes. 


195. Then in the same year, October 1871, 
there is a second prospectus, “ Issue of 500,000 0. 
stock, at 74/. per cent.;” and it says, “ Messrs. 
Bischoffsheim and Goldschmidt are therefore 
authorised by his Excellency the Minister of 
Costa Rica at the Court of Her Britannic 
Majesty (empowered by the Government of 
Costa Rica) to open subscriptions for the above 
loan at the price of 74 per cent.” It then 
proceeds to state, ‘‘ The present loan is secured 
on the general property and revenues of the 
Republic of Costa Rica, as well as by the special 
hypothecation of the free customs’ dues of the 
state. The representative of Her Britannic Ma- 
jesty in Central America, in accordance with the 
conditions of the general bond of the former 
issue, is already in receipt of the customs’ dues 
hypothecated to the first issue, and will take 
charge of those belonging to the present issue.” 
Of course, you do not test the truth of that in 
any way on the Stock Exchange ?—No. 


196. Then. the other documents seem to be 
formal : there is a letter of the 25th of October 
from Messrs. Bischoffsheim and Goldschmidt, 
saying that they enclose certain documents. 
“1, Power to Don Carlos Guiierrez, the Minister 
resident at this Court. 2. The general bond 
empowering us to receive subscriptions. 3. Cer- 
tified copy of the prospectus signed by Don 
Carlos Gutierrez and ourselves. 4. Cancelled 
specimens of the scrip, namely, one for 100/., 
one for 500/., and one for 1,0007. We beg to 
state that the loan has been applied for and 
allotted unconditionally to the public, and that 
the 5 per cent. required on application has been 
duly paid thereon; the remaining 10 per cent. 
we have required to be paid on Saturday, the 
28th instant, on receipt of which we shall write 
you stating that the whole of the 15 per cent. has 
been duly paid. After having submitted the 
documents described under Nos. 1, 2, and 3, to 
your committee, may we ask you to be good 
enougii to return the same to our custody. We 
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have further to add that the serip is ready for 
delivery, and that, as far as we know, there 
exists no impediment to a settlement being 
granted. Bischoffsheim and Goldschmidt.” ‘Then 
there is another letter of the 30th of October to 
the like effect; and then there seems to be 
nothing but forms as to scrip and bonds, and so 
forth ?— Yes. 
Mr. Evlice. 

197. To which of these loans did your obser- 
vations refer that they had been withdrawn ?—It 
was to the 10 or 12 millions of Honduras. 

198. It did not refer to Costa Rica ?—No. 


Chairman. 
199. It was'the 1872 lcan, was it not ?—Yes. 


Sir Henry James. 


200. Now will you give me the Costa Rica 
1872, if you please?—( The Witness handed the 
Paper to Sir Henry James.) 

201. The first is a letter of application in May 
1872, for a settling day of the Seven per Cent. 
Costa Rica Loan of 1872; then on the 4th June 
1872 there is a letter to Mr. Francis Levien, 
from Bischoffsheim and Goldschmidt: ‘ In re- 
ference to our letter of the 3rd instant, we beg 
to hand you, for information of the committee, a 
copy of our reply to his Excellency Don Alva- 
rado’s communication. We will thank you to 
return us all copies of letters and papers which 
we handed to your committee about this matter.” 
Then here is a long letter from Messrs. Bis- 
choffsheim and Goldschmidt, addressed to his 
Excellency Don Manuel Alvarado, Morley’s 
Hotel?—That letter that you are reading now 
is in reference to some representation which was 
made by Messrs. Bischoffsheim and Goldschmidt 
in respect to some non-fulfilment of engagement 
on the part of the Costa Rica Government on 
the previous occasion. 

202. This I find in the prospectus: ‘ Costa 
Rica Government Seven per Cent. Loan, 1872. 
2,400,000/, nominal capital. Price of issue, 82 /. 
per cent. Messrs. Knowles and Foster, of 42, 
Moorgate-street, are authorised by his [xcel- 
lency Don Manuel Alvarado, Secretary of State 
for the Departments of War, Marine, and Public 
Works in the Republic of Costa Rica,” to issue 
this loan. Then it says, that ‘the General Bond 
will be deposited in the Bank of England, of 
which a copy is appended,” and that it guarantees 
that the bonds shall be exempt from Costa Rica 
taxes of all kinds, and declares the loan to be 
secured, in addition to its being a general charge 
on the reyenue and assets of the Republic, by 
way of special hypothecation on the following 
branches of revenue, namely, internal dues on 
spirituous liquors, which produced, in 1871, 


800,000 dollars, say 160,000/.; tax on coffee, — 


125,000 dollars, say 25,000/, ; tobacco monopoly, 
360,000 dollars, say 72,0002; total 1,285,000 
dollars, say 257,000/. In addition to which, se- 
curity is given for the due payment of the prin- 
cipal and interest, by its being declared to be a 
charge on the works and profits of the railway, 
for the completion of which the loan is speci- 
fically made.. The interest coupons and raw 
bonds, when due, will be accepted in payment 
of all sums due to the Government, excepting 
only the payment of duties specially hypothe- 
cated to the Six per Cent. Loan, 1871.” Then it 
gives the price which is to be paid, and 
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then states the powers received, and gives these 
powers to Senor Alvarado. Here is a letter of 
the 27th of May 1872, from Messrs. Bischoffsheim 
and Goldschmidt to Mr. Slaughter: “In reference 
to our communication of the 23rd instant, you 
will have received from his Excellency Don 
Manuel Alvarado, copy of a letter dated 24th 
May, addressed tous. We beg now to hand you 
enclosed copy of our reply to his Excellency, 
which we will thank you to lay immediately 
before your committee.” There is a letter from 
M. Alvarado to Messrs. Bischoffsheim and Gold- 
schmidt, dated 24th May. “On my return this 
day from Paris, I am informed that you have 
forwarded to the §8.E. committee, copies of the 
correspondence contained in our letters of the 
15th and 17th instant, to which latter letter I 
have not, owing to my absence, been able earlier 
toreply. Ibeg toremind you that the questions 
between us are twofold; the one relating to the 
accounts between yourself and my Government 
in reference to the sums received by you on 
their account from the subscribers to the loans of 
1871 ; and the other to the non-receipt by you, 
as agent for the service of those loans, of the 
May instalment. As regards the first, I must 
repeat my request that you will furnish me with 
the accounts for which I have previously asked, 
and until those accounts have been delivered and 
examined, I must reserve ‘ the confirmation’ 
which in your letter of the 17th instant, you 
require. In reference to the second point, which 
alone concerns the holders of the bonds of my 
Government, I beg to repeat the explanation 
given in my letter of the 15th instant as to the 
non-arrival of the mail; coupled with an offer, 


either at this time, or should the next mail not. 


(contrary to my expectation) .bring forward the 
remittance, then to pay over to you, on behalf of 
the Government, the 7,0002., being the May 
remittance in respect of the service of the said 
loans.” That is signed by M. Alvarado, and 
addressed to Bischoftsheim and Goldschmidt ?— 
Yes. 

203. It seems that Messrs. Bischoffsheim and 
Goldschmidt had nothing to do with the i872 
loan ?—No. 

204. The correspondence was in reference to 
some questions which had arisen with regard to 
the loan of 1871 ?—Yes. 

208. Now, we come toa small loan, the San 
Domingo; on the 23rd October 1869 there is an 
application to appoint a settling day in the Six per 
Cent. Government San Domingo Loan ?—Yes. 

206. Whose signature is that which is ap- 
pended ?—Mullens, Marshall & Company. 

207. They were acting as brokers !—As bank 
brokers, 

208. The fcliowing documents are sent by the 
brokers, Messrs. Mullens and Marshall : “ Decree 
authorising the loan; printed prospectus of the 
loan; notarial translation of power to contract 
the loan; general bond, reciting the full powers ; 
the law of Congress, and specifications of all the 
terms and conditions of the loan, signed and 
sealed by the special commissioner, and counter- 
siened by the contractors ; specimen of a special 
bond for 100/.; specimen of a special bond for 
5001.; specimen of scrip for J00/; specimen of 
scrip for 500/.; authorisation of the special com- 
missioner to Messrs. Peter Lawson & Son to 
issue the loan.” Then there is a letter to the 
committee of the Stock Exchange from Messrs. 
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Peter Lawson & Son, 22nd of October 1869: 
« We hereby beg to inform you that being duly 
authorised according to the accompanying docu- 
ments, we have issued the San Domingo Six per 
Cent. Government Loan for 757,700 1.; that the 
amount of 178,700/. has been allotted to the 
public, and that the scrip and bonds are ready for 
delivery. We are, gentlemen, your obedient — 
servants, Peter Lawson & Company.” Does 
that represent to you that the 178,700 /. was the 
sum paid upon allotment, or only that that stock 
gross had been allotted ?---It applies to the allot- 
ment alone, the amount of stock allotted. 

209. Then 19th January 1870. Peter Lawson 
& Company to the Committee of the Stock 
Exchange, London. “ Gentlemen, with reference 
to the former application for a quotation in the 
official list of the Santo Domingo Six per Cent. 
Government Loan, 1869, we beg to inform you 
that the total amount of 757,700 Z. has been dis- 
posed of, and we have, therefore, to request that 
the quotation in the official list may be extended 
to the entire loan.” Do the words there “ dis- 
posed of ” convey to youany other meaning than 
that of “allotted”?—Yes; I apprehend there 
must have been some contract afterwards to take 
the remainder. | 

210. Is there any technical meaning in the 
words “disposed of ”?—Certainly, 1 should say 
so; it does not convey the impression of its hay- 
ing been allotted to the public in any ordinary 
way. That “disposed of” is evidently a private 
contract. 

211. On such a letter as this, do the Stock Ex~ 
change grant a settling day for the whole loan ? 
—It seems we had only admitted there a certain 
portion which had been allotted, and then after- 
wards it was found that there was some left in 
reserve, and then, when that was disposed of, I 
suppose, they applied to have the quotation 
extended. 

212. And did you extend it on this letter ?— 
Yes. 

213. On the 8th of November 1869, there is 
a letter from Peter Lawson & Company :— 
«‘ Messrs. Mullens and Marshall. Gentlemen, 
in reply to your inquiry what is to be done with 
the balance of the San Domingo Loan, we beg to 
state that we are authorised to dispose of it to 
the public on the original terms, and any amount 
not placed by us with the public will be retained 
by the Government on its own account in the 
same manner as other Governments are in the 
habit of dealing with similar cases. The in- 
terests of the existing allottees require in justice 
and fairness that an official quotation should be 
granted to enable them to dispose of their bonds 
at the market price, should a considerable rise or 
fall induce them to sell. If no quotation were 
granted, they would be unaware ot arise, whilst, 
on the other hand, an allottee who ordered his 
broker to sell, could not tell whether the sale 
had been effected within a wide margin of the 
actual market value. Considering that an offi- 
cial quotation has been granted to the recent 
Spanish and Nicolai Loans, of which only frac- 
tional parts had been placed, we rely on the 
well-known open-handed justice of the committee 
to grant a quotation to the San Domingo Loan”? 
— Yes. 

214. There is another letter from the same firm 
of the 2lst of January 1870, urging that there 
should be a quotation granted. It begins, “ With 

reference 
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reference to our letter of the 19th instant, stating 
that the entire amount of the San Domingo 
Government Six per Cent. Loan, 1869, has been 
now disposed of; we regret to learn that at 
your general mecting of yesterday you post- 
poned the grant of a quotation for the full 
amount of the loan until certain explanations 
were afforded.” It is a long letter, and argues 
the point. Then the prospectus of the San 
Domingo Loan contains this: “ Messrs. Peter 
Lawson & Son, of London and Edinburgh, beg 
to announce that in accordance with the autho- 
risation from the San Domingo Government, 
they are prepared to receive applications for the 
above lean on the following conditions.” It 
appears that it is a loan for 757,700/. nominal, to 
be issued at 70 per cent. Then it states that, 
“The object of the Government in contracting 
this loan is the construction of roads and rail- 
ways, and the contractors for the guano on the 
island of Alto Velo, and of the working of the 
mines and minerals of Samana, are bound from 
time to time, as the royalties, revenues, and pro- 
ducts due, to the Government arise, to pay them 
over into the hands of Messrs. Peter Lawson & 
Son for the payment of principal and interest of 
this loan;” and it says that, ‘‘ For the repayment 
of the above loan and interest, being the first and 
only loan of this State, the general preperty and 
revenues of the Republic of San Domingo are 
liable.” That is not signed by anyone appa- 
rently ?—No. 

215. I think you have given us all the docu- 
ments which you have with reference to San Do- 
mingo ?—Yes. 

216. There is another document of the 10th No- 
vember 1869: “San Domingo Six per Cent. Loan. 
Dear Sir,—I beg to acknowledge receipt of the 
following documents, decree authorising the 
loan, translation of full powers, general bond, 
specimen of bond for 100/. and 5002., authorisa- 
tion to issue the loan;” and that is signed by J. 
Gerstenberg ?—Yes. 

217. Now, will you go to Paraguay; take the 
Paraguay Loan of 1871. The letter asking for 
the settlement is dated the 1st December 1871. 
Then there is a letter of the 29th November 
1871, from Messrs. Robinson & Fieming to Mr. 
Slaughter. ‘Then on the 2nd of December: 
“We hereby certify that the whole amount of 
the Hight per Cent. Public Works Loan of the 
Republic of Paraguay for the nominal amount of 
one million pounds sterling, issued by us, has 
been fully subscribed for by, and allotted uncon- 
ditionally to, the public, and the 20 per cent. de- 
posits paid thereon; further, that the scrip is 
ready for delivery, and that there is no impedi- 
ment to the settlement of the account.” The 
issue is an issue at the price of 80 per cent. of 
one million stock by Messrs. Robinson & Fleming. 
The bonds bear interest at the rate of 8 per cent., 
payable quarterly, at the counting-house of 
Messrs. Robinson & Fleming. Then there is a 
sinking fund. Then it states: “ The principal 
objects proposed to be effected by this loan are to 
liquidate the floating debt of about 213,000 i, 
and to complete the State Railway from Asun- 
gion to Villa Rica, and aid generally in the re- 
storation of roads and public works, and the de- 
velopment of the resources of the country. In 
order to afford what is considered ample time for 
this, under the present system of free trade and 
Constitutional Government, the requisite funds, 
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the interest coupons, and sinking fund for two 
years up to the 15th September 1873, will be set 
aside and retained in England.” “ Applications 
to be received by Messrs. Prescott, Grote, Cave 
& Co., bankers, 62, Threadneedle-street, E.C., 
London ” ?—Yes. 

218. Now, can you give me Paraguay, if you 
please, 1872 ?—( The Witnesss handed the Papers 
to Sir Henry James.) 

219. The first is for 2,000,000/., issue price 85 
per cent.; application 12th June 1872. On the 
15th June 1872, I find this from Messrs. Robinson 
& Fleming: “ We hereby certify that the whole 
amount of the Hight per Cent. Public Works Loan, 
1872, of the Republic of Paraguay, for the nomi- 
nal amount of 2,000,000/. sterling issued by us, 
has been fully subscribed for by, and allotted 
unconditionally to, the public, and 15 per cent. 
deposit paid thereon; further, that the scrip is 
ready for delivery, and that there is no impedi- 
ment to the settlement of the account.” On the 
12th June 1872, there is this decument from 
Robinson & Fleming: “ We beg to hand you 
herewith, —(1.) Copy of the Act of Legislature of 
the 7th of March 1872. (2.) Special Commission 
in favour of the Consul General in London, the 
9th March 1872. (3.) Authority to our firm to 
negotiate the loan, dated 31st May 1872. (4.) 
Copy of our prospectus of 31st May 1872, certi- 
fied by us. (3.) Formal certificate from ourselves 
respecting the subscription, allotment, and pay- 
ment of deposits on the loan, and that the scrip is 
ready for delivery, and that there is no impedi- 
ment to the settlement of the account. (6.) Can- 
celled specimens of the scrip D, BE, FY for 1,0002., 
500/., and 1001. respectively. (7.) The general 
bond of the Republic of Paraguay for this loan. 
We beg to state that we shall strictly comply with 
the requirements of the Stock Exchange, as set 
forth in the book of rules, with reference to the 
preparation of the bonds to be hereafter given in 
exchange for paid-up scrip” ?—TYes. 

220. Does that complete all the documents 
which you have in relation to these loans?—Yes. 

221. Can you give the Committee any informa- 
tion as to what now is the value of these different 
loans in the market, or could we get it more con- 
veniently by a list from anybody else ?—I have 
really no knowledge of that; the * Times” will 
give it you. 


222. There is an official list, is there not ?— 


es. 
223, Will you hand it in at the next sitting of 
the Committee /—Yes. 


Chairman. 


224. I observe that in most of these cases the 
prospectus is not signed; do you think that is a 
good practice; ought it not to be siened?— Well, 
IT was not aware that that had been the case. 
Generally speaking, we look for the signature; 
we require it. It may have been overlooked, or 
probably the prospectus may have been lost; 
sometimes we have a couple of copies. 

225. But your practice is to require the 
prospectus to be signed ?--Yes. 

226. That is an invariable rule, is it?—Well, 
I am not quite certain whether that is so. 

227. Is certifying the same thing as signing ? 
—Yes; it comes straight from the contractor. 
I was under the impression that it was required 
by the rules, but I do not see that in the rules; 
certainly not as regards loans. 
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227*. I do not think it says anything about it 
in the rules? —No, I see it does not. My im- 
pression was that it was so, but they very often 
send it signed. 

228. I observed in one of these documents the 
expression, that so much had been “ uncondi- 
tionally allotted”; what would that mean; what 
conditional allotment could possibly take place ? 
—There are such cases. We have found out in 
respect of the issue of shares in companies, that 
there haye been conditional allotments. 

229. What does that mean?—I hardly know 
what the conditions might be; but still the result 
would be that they would not be free shares, for 
instance, in the hands of the allottees, 

230. Would it mean that the allottees took the 
shares for the purpose of complying with the 
rules of the Stock xchange, on the understand- 
ing that they were to be released from those ob- 
ligations when those rules had been complied 
with?—That might be one case; and then we 
have found also in reference to companies that 
which does not apply to loans; that in allotments 
of shares in companies, those allotments have 
been hampered with the condition that they are 
not to sell within a certain time, and that we do 
not call an unconditional allotment. 

231. The effect of getting a settling day on the 
Stock Exchange is only that the shares may be 
quoted on the Stock Exchange, is it not?—In 
the settlement of bargains; that is the beginning 
of our jurisdiction; we have bargains among 
members, and the public have bargains in the 
Stock Exchange, which require to be settled. 

232. Then has it not this other effect practi- 
cally, that it gives a certain status to an under- 
taking, and puts it in a very much better position 
than it was in before ?—I think certainly that is 
the indirect effect. 

233. I wish to ask you as a gentleman of great 
experience in the matter, whether you think the 
precautions are sufficient now to warrant you in 
giving the settling day in the cases you do give 
it in, or would you think anything more should 
be doue to protect the public in that respect ?— 
My impression is that the rules are sufficient, 
taken in the general sense. There will always 
be exceptions upon which, if you were-to ask 
me, “ How could we have prevented that,” I 
should say it might be very possible that if we 
could have prevented it, it would have been a 
very good thing; but it would be very difficult 
to lay down any form of procedure in our com- 
mittee which would exclude such cases. The 
rules are plain in themselves. Our jurisdiction 
is simply for the purpose of getting bargains 
settled in the first place; and then with respect 
to the quotation, which is another part of our 
procedure, it would be certainly for the protection 
of the public in this sense, that everybody knows, 
and has a record, and sees what is actually doing, 
and a record of those prices is given. 

234, Am I right in assuming that if you were 
to make a more searching examination, you would 
be taken upon yourself too heavy a responsi- 
bility ?—I am afraid we should never get through 
the business. 

235. Your rules say that provided, amongst 
other things, ‘that no allegation of fraud is sub- 
stantiated,” the committee will appoint a settling 
day ?—That is in companies. ’ 

236. There is no such thing in loans, is there? 
—No, we haye never found in experience any 
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instance of the kind; but we have had gross 
misrepresentations in respect of companies. 
237. But not with regard to loans?—No; at 
least, they have not come under our notice. 
238. Can you suggest anything that would 
protect the public in these matters of loan; I 
mean not with regard to your own jurisdiction ; 


- for instance, do you think that the loans are too 


short a time upon the market before they are 
closed; I have heard that suggested ?—That is 
to say, that they ought to be a longer time; I do 
not see what good that would do. . 

239. Would it not give people time to inquire 
and know something about it; is it not true that 
loans are launched on the Friday, Saturday half 
a-day, Sunday no day, and they are closed on 
Tuesday ?—I have not heard that, nor have I 
remarked it. 

240. Your experience does not suggest the 
necessity of any stipulation for loans being a 
longer period upon the market before they are 
closed ?—No; I do not see what end would be 
answered. 

241. With regard to making sales before ailot- 
ment and quoting them, are they not really 
practically quoted on the Stock Exchange before 
the settling day is fixed ?—Not officially quoted ; 
but business can be done. 

242. Practically it can be done, so as to have 
all the effect of an official quotation?—Prices can 
be made. 

243. Is it possible to prevent that?—I appre- 
hend not; I will give you an instance. There 
was a strong feeling in respect of dealings before 
allotment in companies, because they saw the: 
market was sometimes made; we passed a rule 
that the committee would not recognise bargains 
made before allotment; we had a strong repre- 
sentation from the members of the house in 
favour of it. The practical result of that was 
that within a very few months it was all broken 
down, and the very persons,.the brokers espe- 
cially, who felt that there was business gomg on 
that the public would not know, got orders, and 
they said,‘ We really cannot help it,” and they 
came and requested us to abrogate that very law 
which they had helped to carry out. 

244, Without attributing any blame to anyone, 
there is, I presume, a strong feeling on the Stock 
Exchange against anything which tends to limit 
the amount of business which brokers would do? 
—I think that would be a matter of course. You 
asked me what the effect of those transactions 
might be. Itis very dificult to say that any- 
body should not buy upon the market that which 
is offered. He wants to get the stock firm, sup- 
pose, and he says, ‘I want to have 20,0007. 
Russian ; if I apply for the 20,0007. Russian to 
Rothschild, I shall only get one, perhaps; what 
will you sell it at?” ‘1 will sell it’ at one or at 
a half premium.” Why should not a man have 
that power? He wants to invest 20,000 7. in that 
particular stock, and one does not see why he 
should not be able to do so?: 

245. Is it not the fact that the steck of these 
loans is raised generally by bargains which are 
not of any particular stock, but only of stock to 
be produced on a particular day ?—Not in-par- 
ticular stock. In amount you buy 20,0007. 
Russian, but not a particular stock. 

246. So that the market is raised not by a mere 
bond fide purchase, but by a speculation on what 
the price will be on a particular day ?—I beg 

your 
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your pardon. If the loan comes out, there is a 
bargain which has to be carried out. 

247. It has the effect of the purchase of par- 
ticular stock in the market, has it not; it is 
quoted in the same way ?—Yes, you buy so much 
serip of the loan. 

248. To be paid on another day ?—To be paid 
on a particular day. 

249. It is a sort of bet on what the price will 
be on that day, is it not ?—No; it is an actual 
transaction ; we know nothing of bets or prices; 
all we go for is the fulfilment of bargains; you 
buy a stock, and on the day when the settlement 
takes place you must take that stock or provide 
for it. 

250. Are not these transactions very often re- 
gulated by paying the difference ?—Yes, if there 
is a sale against it. A difference cannot arise 
except upon another bargain which makes up the 
account; there is nothing in the nature of a 
bet. 

951, There is another question which I should 
like to ask you. Many of these loans contain 
powers of drawing, which are exercised almost 
immediately after the loan comes out, so that the 
man, as it were, begins paying off his debt before 
he has perhaps paid the first half-year’s interest. 
Now do you consider thata legitimate expedient? 
—J do not know what there is illegitimate in it. 
There is no reason why you should not make 
provision at once for drawing a certain amount 
and cancelling to that extent. 

252, It comes out as capital, I suppose ?—It 
may or may not. [Udo not think that we have 
instances of the kind. I do not quite recollect. 


Mr. Walter. 


253. To follow up a question put by the Right 
’ Honourable Chairman, I want to know what 
effect, if any, a transaction on the Stock Exchange, 
such as that which you have described just now, 
would have; that is to say, a sale by a broker 
of 20,0002. worth of stock, for instance, at half 
per cent. premium, previous to the public allot- 
ment of the stock; what effect would that have 
upon the amount of loan remaining in the con- 
tractor’s or agent’s hands; would it not have the 
effect of raising its value ?—You put the case 
of a sale; that would rather lower the value, you 
know. 

254. What I mean is this: suppose the loan 
is brought out at 80, for instance, and it is quoted 
on the Stock Exchange, that is to say, a transac- 
tion takes place on the Stock Exchange previous 
to the allotment to the public at 803, would not 
that have the effect of raising the value of the 
loan to the contractor by that amount?—As a 
matter of market, of course it would establish the 
price at that particular moment at half premium, 
say. 

255. That is to say, supposing subsequently to 
a transaction of that kind, any private person 
writes to the contractor for so many shares in 
that loan, would not the price be raised to him 
by that amount; would not the contractor imme- 
diately say, “ What was previously 80 is now 
804” ?—No. 

256. How will it not have that effect ?—Re- 
cause the prospectus stands for the public allot- 
ment, 

257. And he is bound to issue at the terms 
mentioned in the prospectus, whatever the price 
in the Stock Exchange; do I understand that? 
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—Yes, he is not obliged to give the whole amount, 
nor need he give any. 

258. He can refuse ?—He could refuse. People 
write and get nothing; sometimes you may get 
50 per cent. of your application; sometimes you 
may get 10 per cent. 

259. Would that be the case supposing the 
contractor has the loan to dispose of; would he 
refuse; and, if so, on what grounds would he 
refuse an application of that kind; a bond fide 
application for a number of shares in that loan ? 
—There may be so many applications that he has 
a difficulty in satisfying them. That might be 
the ground. 

260. But, as I gather from you, he would not 
be justified in raising the price in order to satisfy 
any particular person ?— No, no one would think 
of it; that would be a mere matter of private 
sale. He might sell his own stock, or do what 
he liked; he might sell it at 803, but that is a 
private contract; but as a matter of allotment 
everything must be done at the same price; that 
is to say, 1f I applied for 20,0002, I should be 
very much surprised at his saying, You cannot 
have it at 80, but you may have it at 803;” no- 
body would think of doing it. 

261. With reference to the quotation on the 
Stock Exchange of the price of loans, is it not 
the practice of the Stock Exchange to quote 
the nominal amount of loans ?—Yes. 

262. Although the actual amount subscribed 
may be a very small per-centage of that ?-—The 
ordinary practice is that when the powers are 
complete, and a loan comes on the market, we 
generally give for the whole amount. Sup- 
posing you have got a loan of 5,000,0002., and 
1,000,0002., say, is taken, I think it would be 
the uniform practice; I do not mean to say that 
there may not have been exceptions, but the 
general practice has been to quote the whole of 
the loan; and there would seem an obvious rea- 
son for that. Of course, if you only quote the 
half, there are powers existing for the whole, 
and they are complete; and, therefore, if you 
only quote the portion that has actually been al- 
lotted, that may be altering from day to day. It 
may be 1,000,000 /. to-day, and 1,200,000. the 
next day, because we constantly find that stock 
has been sold after allotment in that way. 

263. But would it not materially influence the 
judgment which the public would form of the 
value of a loan, whether they knew that the 
whole amount had been subscribed for, or only 
a small portion of it?—That is generally noto- 
rious. For all that, you see the difficulty is to 
fix a line upon which you would ground the 
quotation, As a matter of principle, one would 
suppose you would either quote all or none. If 

ou quote none, it is a manifest disadvantage to 
the public, because they do not get a record of 
their transactions. 5 

264. How would a person living in the coun- 
try, for instance, and who was not conversant 
with City business, know what had been sub- 
scribed; take the case of the Egyptian Loan, 
which, I believe, was 11,000,000 /. A person 
reads in the country that the Egyptian Loan of 
11,000,000/. is at such a figure, how would he 
be able to form any opinion at all as to whether 
that sum had actually been subscribed or not; 
and would he not be led to form an erroneous 
conclusion, and one detrimental to himself, if he 
subscribed: to that loan if he were a buyer, 
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Mr. Walter—continued. 
under the impression that the whole amount had 
been taken up by the public?—Is not that his 
affair ? 
265. I want to know what means the public at 
large have of knowing anything about it ?—He 


sees the stock quoted, and if he thinks it worth, 


his while to buy it, he will buy it; and why 
should not he? I do not quite see what the dif- 
ficulty is; I do not see how he is damnified by 
that, because he merely knows what other people 
do. It is the price in the market, is it not ? 
266. The knowledge of the amount taken up 
by the public would be an element, would it not, 
in forming his opinion, and properly so, as to the 
value of that stock, not merely the price at which 
it was quoted in the market?—If he had that 
information, possibly he would say, ‘‘ Well, there 
is a certain amount of stock to come upon the 
market; perhaps I had better wait.” Still it is 
very difficult tomake a general arrangement for 
a case of that kind. | 
267. Would it not be expedient, in your opi- 
nion, from time to time to give the public that in- 
formation of what was bond fide subscribed in any 
particular loan, as well as what the nominal 
amount stood at ?—I think it would be very dif-' 
ficult to make any arrangement of the kind. You 
must understand, you see, that supposing when 
tle loan actually comes to a settlement, there is, 
we will say, a million issued, then, as I have ex- 
lained before, there will be sales still going on, 
Tf the maiket admits of it, they will take the 
stock; if not, that amount of a million is always 
varying from day to day. That is very incon- 
venient as a matter of quotatien. Take our list; 
how would it be possible to give all that informa- 
tion; how could we get it? We could not apply 


' to the contractor and ask, “How much more 


have you sold?” That would be beyond our 
power. But how should we be able to make a 
record of the actual amount from day to day of 
all these particular loans when they do. not hap- 
pen to have been all taken up in the first in- 
stance? 

Mr. Kirkman Hodgson. ~ 

268. Has it not been done sometimes ?—I be- 
lieve in one of these eases of which I have pro- 
duced the papers there was only a part issued, 
and then it was extended. 

269. Was it not the case with a much larger 
loan than ‘that, namely, an Egyptian loan of 
about 25,000,0002., of which about 1,100,000 /. 
were allotted, and the Stock Exchange gave a 
special settlement to that 1,100,000 2. ?—In re- 
ference to the settlement, we should’ not limit 
the settlement in any way whatever; whether it 
was done as quotation I do not recollect. 

270 Would you give a quotation on ‘the 
25,000,000 2., or on the 1,100,000 7. ?—My im- 
pression is that it would be the whole amount. 


Sir C. Russell. 

271. Speaking of the second Peruvian Loan, 
you stated that it was only a part of an issue, 
stating the actual amount ?—I think it was so; 
and there is great inconvenience in that, because 
the amount is constantly varying. 


Sir C. Mills. 


272, Could not the contractor state, from time 
to time, what amount has been taken off his 
hands ?——He might do ‘so, but I do not see what 
good end it would answer. 


OF EVIDENCE TAKEN BEFORB 


THE 


Mr. Cave. 

273. Carrying on this same question, let me 
ask you this: supposing the application for a 
loan is forthe construction of a railway, and that 
part of: the security, at any rate, of the loan is the 
railway when made, would it not be a great 
element in the consideration of the value of the 
loan to know how much had) been already sub- 
scribed for such a purpose ? —— When ‘railway 
stocks were first introduced they were called up 
by instalments, and then they became paid-up 
stock; but then, of course, the whole of the paid- 
up stock, all that was authorised, appeared inthe 
quotation. We have had a great many issues 
of debenture stock and preference stock, and 
applications come to us in reference to a many 
hundreds of thousands; it has been notorious 
that the stock has not been all issued, but 
Parliament has given powers for a certain 
amount, and we take that as the basis of our 
quotation. 

274. But you are very much more particular 
with reference to companies than you are with 
reference to foreign loans?—Yes, with reference 
to new companies, industrio companies; but as 
regards railway companies, they pass through the 
Legislature, and we take that as the basis of 
quotation at once. 

275. But there the Legislature lays down cer- 
tain rules as to the subscription and paying up 
the capital ?—Yes. 

276. But in a foreign loan, which is for the 
purpose of making a railway, and the seeurity of 
which depends upon the making of the railway 
to a great extent, there is no such guarantee >— 
It is the security of the country that you take 
when you take the bonds of a loan. 

277. You take, in many instances, special 
security upon the line when constructed, and 
upon special resources, which areto be developed 
by it?—There may be a special hypothecation 
of the particular railway or works, but I appre- 
hend that people, generally speaking, look to the 
obligation of the Government. 

278. But, generally speaking, in reference to 
the loans which have been mentioned to-day, 
there has been a special hypotheeation of the 
railway itself, and of the resources to be deve- 
loped by the railway ?-—Yes. 

279. Then it depends entirely, does it not, upon 
whether sufficient money is subscribed for making 
the railway, as to whether the security is good 
or not ?—No, I should not look at it in that light ; 
I should say, generally speaking, people look at 
the security of the Goverment. You take, first 
of all, the primary obligation of the Government, 
and then the special securities im addition; I do 
not know whether there is much value in a special 
security, but I think, generally speaking, the 
public look to the Government itself, 

280. I will put it in another way: is it not the 
case that the power of the Government to fulfil 
its obligations to the subscribers to the loan 
depends upon a sufficient amount being subscribed 
to develop the resourves of the'country, that with- 
out it its revenue is not sufficient ?—-Yes, that 
might be so. | 

281. In small States, I mean ?-—Yes. 

282. That being so, is it not of great conse- 
quence that the public should know whether 
sufficient of a loan has been subscribed to carry 
out these operations or not?—It is desirable. 

283. And is it not absolutely necessary tha 
they should know it to enable them to form ant 
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Mr. Cave—continued. 


opinion us to the sufliciency of the security ?— 
That may be perfectly true as regards the small 
Governments like Honduras; but take Russia, 
who thinks about it there ? : 

284, It is of the small Governments that we 
baye been speaking. Just as a matter of fact, do 
you know whether these loans that we have been 


‘mentioning, the Paraguay, Costa Rica, and 


Honduras Loans, were brought out by con- 


‘tractors or by agents?—I really cannot recol- 


lect. 

285. You cannot tell whether the loans were 
contracted for, or brought out simply by agents? 
—No, I have no means of knowing. 


Mr. Bourke. 


286. Do private individuals, who wish to sub- 
scribe to any of these foreign loans, in the first 
instance often write to the contractors themselves 
straight, or do they make application through 
their brokers?—Both; frequently direct, and 
frequently through their brokers. 

287. But after the first issue, of course they 


are obliged to employ a broker?—Yes, for pur- 
chase or sale. 


Sir H. Holland. 


288. With regard to these documents that have 
been handed in, were they all handed in to you 
voluntarily on the part of the contractors and 
the brokers, or were they handed in upon your 
making further inquiry from time to time ?—No, 
they were handed in in conformity with our 


- rules. 


289. And all handed in at the same time ?— 
Yes. 
290. Not as the result of any inquiry on your 
art?—No, because we know nothing about it 
until the application comes with these documents. 
291. With reference to a questien put by 
Mr. Walter, one can understand that if a person 


in the country, who has not much opportunity of . 


knowing what is going on in London, could see 


that the whole loan was taken up, it would give 


him considerable more confidence in purchasing ; 
would it be practicable for the contractor, say 
once or twice a week, to notify to you how much 
of the loan had been taken up, and then that that 
should be published. One does not want, of 
course, to hamper the business.of the City; one 
knows what it is, and its magnitude; but would 
it be practicable that the contractor should once 
or twice a week state that to you?-—If there 
were some department which could publish it, it 
might be very well, but-I do not know that we 


should publish it except in the Stock Exchange ; 


we cannot publish; whatever official communi- 
cation comes to us which affects the dealings in 
the market, we put up on the walls of the house ; 


and if such a communication were made in 


reference to the amount actually disposed of as 


loans, I suppose we should do the same, and put 


it up in the house; that is the only notification 
that we could give. ) 

292. You said that no cases of fraud had come 
to your notice in the case of foreign loans ?— 


No. 


293. Supposing a case did come under your 
notice, should you as a body take any steps with 
“reference to that loan, or the person who con- 


tracted it?—If there were a case of fraud sub- 


stantiated, I apprehend it would interfere with 
the settlement. } 
0.64, 
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My. Ellice. 


_ 294, I think you said that in your published 
list you generally quote the whole amount of 
loans authorised ?—Yes. 

_ 295. Supposing that that is a million in a par- 
ticular case, the public therefore have no means 
of knowing, in connection with the price of quo- 
tation, what part of the loan is issued and what is 
‘ne issued ?—No, they have no means of knowing 
that. 

- 296. Of course the current value of the stocks 
depends upon any fresh supplies that are thrown 
upon the market ?—Yes, that would no doubt be 
shown in the price; either a good market or a 
bad market. 

297. So that the value to a buyer would be 
depreciated by the amount of fresh stock that 
may be thrown in to glut the market?—No doubt. 


298. Do not you think that under those cir-. 


cumstances it would be advantageous that the 
Stock Exchange should have periodical state- 
ments of the amounts issued and unissued, and 
should state those facts publicly in connection 
with the whole authorised issue ?—I do not see 
any objection to it at all. 

299. Do you not think it would be advan- 
tageous ?—Practically, I really do not know that 
it would. ~- 

300. Do you think that it would give no 
additional information to the public, or protec- 
tion to them in what they were doing ?—Of 
course everybody likes to know everything about 
loans, and the more information they had the 
better they would like it. 

301. But would not a man be better able to 
judge of the value?—If you mean as to what 
he should invest or not, probably he would. 


Mr. Wathin Williams. 


302. Is it not the fact that the obtaining a 
settlement on the Stock Exchange is regarded as 
of great value by those who bring out loans ?— 
I take it that it is so, certainly. 

303. I mean regarded as a matter of conse- 
quence to them?—Yes; everybody feels that it 
is of great use. 

304. Are the conditions regulating the grant- 
ing of a settlement determined by the committee 
of the Stock Exchange ?—We proceed upon our 
rules. 

305. What I mean is this, are the conditions 
upon which you grant a settlement determined 
by the members of the committee ?—W hat con- 
ditions do you mean? Of course you have got 
to comply with certain conditions in reference to 
papers. 

306. I mean whatever the conditions are upon 
which the Stock Exchange grants a settlement, 
those conditions are determined and settled by 
the members of the committee /—Yes; upon the 
basis of our rules. ; 

307. If you desire to alter them, you can alter 
them from time to time ?—Yes. 

308. How many members are there on the 
committee ?—There are 30. 

309, Is it the fact that many members of the 
committee are dealers in foreign loans them- 
selves ?—No doubt about it; we are all members 
of the Stock Exchange, and all the members of 
the Stock Exchange are dealers in some shape or 
another. 

310. Are not many of them also brokers for 
the contractors, or agents of the loans ?— Yes, ‘it 
is quite possible. 
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Mr. Watkin Wiliiams— continued. 


311. A considerable proportion of the members 
of the committee ?—No, I should say not. 

312. How many ?—I am trying to give you 
an instance, because there are not so very many. 
For instance, you have had the name of Mullens 
and Marshall mentioned. Mr. Daniel, who is a 
partner in that firm, is a member of the com- 
mittee. Mr. Capel is a member of the com- 
mittee, and he is concerned with loans. Messrs. 
Cazenove are not members of the committee, 
and yet they have been concerned with more 
loans than anybody else. 

313. When an application comes befvure the 
committee for a settlement, do those gentlemen 
who are interested in the matter retire, or do 
they take part in the determination ?—I think it 
would be a matter for their own discretion. 

314. What is the practice in reference to that ? 
—I do not think they would take part if there 
was a question in dispute, nor do they take part 
as far as I can make out. if a member of the 
committee represents a particular loan, he may 
be asked a question, but [ do not think that he 
takes any active part. 


‘ (Mr. Edward Stanhope. 


315. In the daily list of quotations you have 
one column, have you not, showing the total 
amount of the loan?—Yes. 

316. Would there be any great difficulty in 
having a second column which would show the 
total amount subscribed ?—I think the obvious 
difficulty is this, that it would be always a shift- 
ing account until actually all placed. 

317. It would probably not be diminished, but 
only added to whenever any larger amount was 
subscribed by the public?—Yes. 

318. Do you see any other difficulty in the 
way of the adoption of that plan ?—I think that 
is a great difficulty. 

319. You say you have never, in the case of 
these foreign governments, found a case of fraud ; 
does your Committee consider it a ‘part of its 
duty to look out for fraud ?—If we had any re- 
presentation made to us; we should consider it a 
part of our duty. 

320. Have you ever looked out-for fraud ?— 
No, we have not looked out for it. ve 

321. In the whole of the foreign loans that 
have come before you, have you ever suspected 
fraud ?—I do not remember any case of the 
sort. 

322. You have told us that you never look be- 
hind the certificate, as I understand it, that a 
certain amount has been subscribed ?—No, we 
have taken that upon the responsibility and the 
character of the contractors or agents. 

323. Even when you have, as in the case of 
San Domingo, a statement that a certain amount 
has been “ disposed of,” not “subscribed,” you 
do not think it necessary to make any further 
inquiry ?—As to that matter of its being “ dis- 
posed of,” that was after the settlement and quo- 
tation was given; that was to extend a quotation 
to the whole. We gave a partial quotation in 
that case, and I believe that is one of the excep- 
tional cases. 

324. And when the application for the ex- 
tension said that it had been “ disposed of,” as 
distinguished from “subscribed,” you did not 
think it necessary to make further inquiry ?— 
No. 


325. You said that you sometimes reftised 


- 


Mr. Edward Stanhope—continued. 


settlements if the powers are not clear. Will — 
you tell me a little more what. you mean by their — 


not being clear ?—Suppose there were any link 
wanting in the chain from the Finance Minister, 
or whoever it is that has authority in these 
matters: and the contractors, the powers would 
not be completé. For instance, in the Peruvian 
Loan latterly (three years ago, I think), ther 


came with a loan of 35,000,000. or- 36,000,000/. ~ 


—one was a 15,000,000/ loan, and the rest was 
for conversion, and the powers appeared to be 


different—one was a power emanating from the ~ 


Legislature. There was an Act of Congress, 
and then they went on by links, I forget exactiy 
hew many, but at all events the powers were 
complete, and vested in the contrastor or agent. 
In respect of that, which.was the 21,000,0002. 
balance, or whatever the amount was, the powers 
were in this way, that they came, as it were, by — 
decree of the President. Well, we considered 
that it certainly was an anomaly that one part of 
the loan was raised under one prospectus; that 
one part of the loan should come to us authorised 
in one shape, and the other part in the other 
shape. We admitted the loan of the 15,000,0002., 
and we threw back the other, and said, “ We 
must have legislative sanction for|\this.” That is 
a recent case, and it seems to illustrate the point 
which you put. 

326. But now suppose the case of the powers 
being of old date, several years old, would you 
feel it necessary then to make any inquiry ?—I do 
not know that we have had many cases of that sort, 

327. I suppose there is a possibility of such a 
case, and the powers in the interval might be 
revoked ?—Such might be the case. 

328. Do you make inquiry in such a case ?—It 
is very much like an Actof Parliament here ; the 
Act of Parliament has not been acted upon for 
some time perhaps, but still we should take the 
Act of Parliament as a basis. : 

329. But here is an instance in which the 
powers might have been revoked ?—We have 
never had a case of revocation. 


Mr. Kirkman Hodgson. . 


330. Would it not be possible, looking to the 
great importance to the public of their knowing 
what amount of a loan has been really issued, to 
apply to loans the same rule as you apply to com- 
panies, or something of that kind. With reference 
to companies, you say that. you would not allow 
any company to be quoted unless two-thirds of 
its shares have been bond jide allotted to the 
public; would it not be possible to do that with 
a loan?—That has been considered by the com- 
mittee on occasion one certainly, if not on more 
oceasions, and there has been a difficulty; at all 
events it has not been carried, and the com- 
mittee, as then advised, did not consider it desir- 
able to adopt it. I think a company is a very 
different thing from a country. A company is 
only in a state of inception; it is just launched, 
and nobody knows whether it will exist or not; 
and of course with regard to all that appertains 
to the company in the way of capital or other- 
Wise, it is of importance to find out that it 
is really a concern which has got a basis. In re- 
spect of a country, there is this, that a country 
isa recognised State, and it isa living entity. In 
the other case it may not be, and therefore we call 


for a certain amount of capital to be shown as 


having been applied for in the case of companies. 
331, But 
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Mr. Kirkman Hodgson—continued. 


331. But some countries are also exceptions, 
are they not, and especially when they set forth 
that they are going to do certain public works, in 
order to develope the resources out of which the 
dividends are to be paid !—Yes. 

332. Therefore it is clear that if they do not 
get the money to carry out those public works 
they will not be able to pay the dividends ?— 
Yes. 

333. And it is of great importance to the in- 
vester to know, not only that he has a good 
opinion of the stock, but that other people have 
had such a good opinion of it as to take up the 
whole of it; therefore, do not you think that it 
would be well to state that you have granted a 
quotation for a loan of two millions, for instance, 
nearly one of. which has been issued, or to say 
that you would not grant the quotation unless a 
certain amount has been bond fide allotted to the 
public ?—There are two alternatives. ‘There is 
the shifting charaeter of the amounts from day 
to day to be considered; I do not mean to say 
that that is an insuperable difficulty, but as 
regards the withholding the quotation from the 
loan as an entirety, because a certain amount had 
not been subscribed, | think it might be a con- 
siderable hardship, and might operate injuriously 
to the public. I think the balance of advantage 
is to give the quotation and see what is going 
on. In the other case, there is a certain amount 
that is smothered. 

334. Does it not seem to you that there is 
a certain amount of information not given, the 


‘rised, amount issued.” 


Mr. Kirkman Hodgson— continued. 


result of which is, that a man is induced to believe 
that the whole has been issued ?—No, not neces- 
sarily ; we have said in the list, ““ Amount autho- 
We have done it in that 
way, but to withhold the quotation as you pro- 
pose, would be, I think, a disadvantage. 


Chairman. 


335. The 127th rule of the Stock Exchange 
is this: The committee will appoint a special 
settling day for transactions in the shares of a 
new company, provided that no allegation of 
fraud be substantiated; that there has been no 
misrepresentation or suppression of material facts ; 
that sufficient scrip or shares are ready for de- 
livery, and that no impediment exists to the 
settlement of the account.” Would there be any 
objection to apply that rule to the case of foreign 
loans ?—I do not know that there would be any 
objection at all ; it seems a principle which applies. 
The only thing is, that very likely it has not been 
embodied in the rules with respect to settlement, 
because we have not had cases of fraud come 


before us. 
Mr. Bourke. 


336. Has your attention been called toa Bill 
now before the House of Commons which is 
called, “ A Bill to provide for the compulsory 
Registration of F oreign Loans, and the Statutes 
of Foreign Companies ” ?—I saw it in the papers. 

337. You have not considered it as chairman 
of the Stock Exchange committee ?—No, we 
have not had it before us. 


Mr. Septimus RicuarpD SCOTT ; sworn. 


Sir Henry James. 


338. You, I believe, are a Member of the 
_ Stock Exchange, and also a Member of the Com- 
mittee ?—Yes. 

339. How many years have you been a mem- 
ber of the committee ?—Seven years. 

340. And I believe you have taken great in- 
terest in the subject of foreign loans, and circum- 
stances that have occurred in relation to them? 
—As an independent member of the committee. 

341. I believe you have not been concerned 
professionally in connection with any of the loans ? 
—With none, I think. 

342. But, from your general experience, you 
are aware what takes place in launching them? 
—Yes, I have a general knowledge. 

343. ‘As to many of these loans, I believe there 
is first a price of issue shown in the prospectus to 
the public ?—There is. 

344, Do you know whether it is the practice 
now to form a syndicate for placing these loans ? 
—I believe in many cases it is; 1 beg the Com- 
mittee to understand that any information I may 
offer in that way will be, of course, not from per- 
sonal participation in the matter, and, therefore, 
T cannot speak positively as to the fact. 

345. But it is a known fact, I believe, that the 
syndicates do exist for the purpose of working 
the loan ?—Yes; there are certain loans which I 
could mention as having been fathered by syndi- 
cates, so to speak. 

346. Just mention one or two?—From hear- 
say I may mention the Peruvian Loan, of which 

ou were speaking just now. 

347. Do the syndicates have so much of the 
loan allotted to them actually, or isit an arrange- 

0.64. ? 
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Su Henry James—continued. 


ment on paper that they shall take so much of the 
loan ?—-The arrangement of the syndicate, as I 
understand it, is this, to take a certain portion of 
the loan offered by a foreign government, firm, 
as it is called. Say the loan is for 10,000,000 os 
ihey agree to take 4,000,000/. firm, at a price 
considerably below the issue price to the public ; 
in some cases 5 per cent., or 10 per cent, below, 
as it may be. 

348. The syndicate take it at a lower price 
than that at which it is issued to the public ?— 
Quite so; they take a large amount. 

349. And they take it firm ?—~ Yes. 

350. Of that fact, of course, the public would 
have no cognisance ?—Not any; it 1s a compara- 
tively secret affair. 

351. What is the course taken by the syndicate 
to get ridof that loan; do they trust to the public 
paying for it?—They have a large circle of 
friends to begin with, who join with them; out- 
side of their immediate circle they operate in the 
market by means of an appointed agent. 


352. Supposing the public subscribe for the 


whole 10,000,000 1, the syndicate will let: the 
public have it, I suppose, by allotments of the 
whole of the loan ?— Well, if they have only taken 
4,000,000 1., they must have. an understanding 
about the balance ?—A very general arrangement 
is, I understand, for the syndicate to take the 


4,000,0007., with a right to take the other , 


6,000,000 /. on certain terms if they require it. 
353. If they take their 4,000,000 1. at a lower 
issued at to the public, and then 
the public subscribes for the whole 10,000,000 /., 
do the syndicate allow the public to have their 
G 4,000,000 1. 
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Sir Henry James—continued. 


4,000,000 J. allotted, taking themselves the 
profit?—The public are allowed to have it if it is 
wanted. 

354. The syndicate makes the profit between 
the price they take it at, the firm price, and the 
allotted price ?—Yes; as an illustration, I may 
say that when the Turkish Loan, which at this 


present moment stands for 22,200,000 Z., as capital : 


due from the Government came out; 2,200,000 J. 
I believe was money paid to the syndicate, so to 
speak, and the 20,000,000 /7. the public took. 
The public took it all,. but 2,200,000 7. was the 
amount.of stock,.the value of which the syndicate 
put into their pockets. 

355. That would be about 103 per cent. of the 
whole.?— Yes. 

356. That was the profit the syndicate made ? 
—It was to the best of my belief. I had nothing 
to do with it. 

357. As I understand you, the public sub- 
scribed for the whole 22,000,000 /. odd ?—They 
paid for it at 604. The syndicate had their loan 
at 54. 

358. They binding themselves to take that 
portion of the stock, were enabled in that way to 
make up the 2,000,000 /. profit?—So I under- 
stand it. I may also remark that the syndicate, 
in doing that, made themselves responsible for 
the first portion which they took firm. 

359. But that would not be known to the 
public ?—No. 

360. They would not know that the Govern- 
ment was only getting the 54, instead of the 60? 
—Certainly not. 

361. You spoke of the syndicate proceeding to 
certain operations; what are those /—Their ope- 
rations are, of course, to make as good a market 
as possible, and to keep the stock as high aa they 
can in the market. 

362. How is that done ?—I presume it is done 
by the employment of two or three brokers who 
have what is called a pocket order to keep up the 
price, and to buy if there is any tendency to fall. 

363. What do you understand by the term 
“pocket order” ?—An order without any limit 
to work upon the market. , 

364. Does the contractor or agent then employ 
first a broker to go into the market and buy ?— 
The contractor employs a broker to go into the 
market and buy; the broker may buy stock at a 
half premium; they do not let it go below. 

365. Does the contractor also employ another 
broker to go and sell?—The broker who goes in 
uses the facilities of the market; there may be 
persons in the market having a view that the 
stock is likely to fall, and they sell it to jobbers 
or dealers. 

366. Is it the case that the contractor or agent, 
there being no such person willing to sell, has to 
employ a person to sell ?—It might be so. 

367. Does he as a fact ?—I have no knowledge 
of that being done with loans; I know it has been 
done with share capital. 

368. Supposing there is a loss or gain with 
such a transaction, who gets the profit or bears 
the loss?—The party instructing the broker. 

369. The contractor or agent ?>—The contractor 
or agent, or the syndicate, for whoever he. is 
acting. 

370. Those transactions we know are not 
officially quoted, but they are quoted in the 
newspapers, I believe, before allotment ?—The 


parties interested will take the best means to let 
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the public papers know that there is a premium 
on the stock. 

371. That goes forth to the public ?— Yes, and 
that long before we have any cognisance of it as 
a committee. i 

372. That is before the allotment of the stock ? 
—Before the day for closing the list. 

373. A person in a country district, therefore, 
taking up a newspaper would see that a stock for 
which he can apply is at a premium ?—Yes. 

374. That premium has been produced by the 
contractor or agent himself causing the bargains 
to be made ?—It may have been. 


375. Now, do you think that a healthy state of . 


things ?—It is a very unhealthy state of things, 
mixed up with legitimate dealing unfortunately ; 
and therefore in dealing with it (1 should never, 
of course, enter upon that kind of business) and 
in endeavouring to repress it, the danger would 
be of interfering with legitimate trausactions. 

376. May I ask you, is that a kind of business 
that all brokers will undertake ?—Certainly not. 
I perhaps ought to explain, when I say “cer- 
tainly not,” that I mean they would not know- 
ingly take that business. 

377. I mean knowingly receiving instructions 
from the agent or contractor to make the market ; 
that is done by some brokers, but not by others ? 
—I imagine so. 

378. Is that a dealing which could receive cen- 
sure from the committee of the Stock Exchange, 
if known to them ?—The committee would take 
no cognisance of a case of that kind. The com- 
mittee is a kind of judicial body which only takes 
cognisance of complaints, and matters brought 
before them by complainants, so to speak. We 
do not initiate proceedings as a rule. 

379. Suppose a person came and said, ‘‘ There 
has been a market made in this way by agents 
instructed,” would the committee deem that such 
a wrong thing that they would try to repress it ? 
—I doubt if the committee would go intoit. | 

380. Have you any suggestion to make at\all 
as to anything that could be done to render these 


dealings which we are now speaking of more 


bond fide ?—That is a large question. I had not 
seen a copy of this Bill, which has Mr. Sheridan’s 
name on the back of it, till yesterday, but I had 
arrived at the conclusion that something of the 
kind therein indicated might meet the case. 
That is a registration, and another step in another 
direction would be not allowing stocks to be 
quoted unless a fair proportion is allotted. But 
of course these are questions which will require 
considerable thought. 

381. Is the present machinery of the Stock 
Exchange committee sufficient to enable them to 
detect fraud ?—There is nothing in our rules to 
enable us to do so. If the fraud were flagrant, 
and testified to, and brought to our notice, we 
should take notice of it, directly, of course; or 
if mopey was not going in the direction indicated, 
we should immediately take notice of that; but 
unless it was something of that kind we should not. 

382. And however reckless the terms of the 
loan, and however unlikely that they would be 
fulfilled, the committee would never enter into 
that, | suppose ?—If the public had taken the 
loan, and the promoters came to us for a quota- 
tion or a settlement, we take it that itis not our 
business to go into that. 

383. You do obtain a certificate for the amount 
subscribed ?—We get that in most cases. » 

384. How 


ta 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


; 
Sir Henry James—continued. 


384. How is it determined in granting a 
settlement, what shall be of a sufficient amount 
of subscription to satisfy you ?—There is no rule ; 
we have marked large loans with a very small 
amount issued. 

385. It depends entirely upon the discretion 
of the committee, | suppose ?—Yes; and the 
committee you will understand is a varying body; 
there are 30 gentlemen on it, and sometimes 15 
will be present one day, and another 15 the next 
day, and they may take different views. 

386. And, as we hear, some of those gentlemen 
may be interested in the loan?—Yes; but from 
my experience I do not estimate that objection 
highly; I can say thatas far as my experience 
goes. that the committee will do substantial 
justice in every case. i 

387. Is it not important very often for the 
brokers who are dealing in that loan to obtain a 
settlement ?—It may be that there will be one 
broker interested out of seven or eight who are 
present perhaps. 

338. You would not know whether he were 
interested or not, would you?—No. 

389. So that arguments would be used without 
your knowing what prompted them?—Quite so. 

390. Now, as to registration, if there were 
registration, what are the matters you would wish 
to see registered ?—My notion is that this Clause 
No. 2 in Mr. Sheridan’s Bill, somewhat :ltered 
and made, perhaps, a little different, might in 
some way meet the case; but it would require a 
yery cautious dealing with; my notion is that 
the publie ought to have that knowledge which 
I think Mr. Hodgson’s question to the previous 
witness pointed at, The public ought to be in 
possession of such evidence as this, that a loan 
for instance is only to a very small extent issued, 
or that it has been issued at a very enormous 
profit to contractors, an unreasonable profit. 
There ought to be some provision for finding 
that out, or else we ought to do that ourselves 
in our committee. —- P 

391. First, if this is to be done any way by an 
officer of the Government, do you see any 
objection to the Board of Trade taking charge of 
it ?—My own mind reverted to the chief officer 
of the Board of Trade immediately, because I 
believe an analogous kind of work is done by him 
already. 

392. To what work are you refeiring ?—The 
public work of various kinds supervised by the 
Board of Trade in various ways. 

393. You are aware that there is a registra- 


tion of joint-stock companies ; articles of associa-~ 


tion have to be filed, and so forth ?— Yes. 

394. Would it be of importance that the in- 
debtedness of the State should be known on 
authority to the public before taking a loan ?— 
That is a thing which really is known. 

395. Not through the Stock Exchange ? —It 
is generally known; we have our books showing 
that. 

396. But not known to the public; I am 
speaking of the public who have not got the 
amount of information which exists in that centre 
of financial operations ?—The public have certain 
power of obtaining that information. 

397. What information has the Stock Ex- 
change of the general indebtedness, for instance, 
of the State of Paraguay ?—Only records such as 
I hold in my hand of the debts which have been 
brought out here and in Europe. 
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398. You have no records showing what Para- 
guay owes at this moment ?—No. 

399. Do you see any objection to a provision in 
these cases, requiring the placing betore the pro- 
per officers the amount of indebtedness of each 
State ?—I can imagine international difficulties. 

400. What difficulties do you mean ?—Inter- 
national feeling; they might not like to have 
such a revelation. 

401. That would be the international feeling 
of the debtors coming to seek a loan who do not 
like to certify what their debts are ?—Yes, and 
which would have to be certified by their official 
representative here. 

402. Do not you think that the creditor is 
entitled to know that before he lends his money? 
— Well, I should wish to know it. 

403. Isthere any othervbservation that you have 
to make ; you mentioned something besides regis- 


tration ?—As to the two-thirds rule which relates | 


to shares, we have that rule, and we have lately 
added to that rule regarding shares, that all 
statements made before us shall be under statu- 
tory declaration ; we have increased our powers 
there, so to speak, by vote; and the ten- 
dency is in that direction, because in the case 
of the Upian Gas and other matters, we have 
really been misinformed, and have had falsehoods 
palmed off on us that stock has been all allotted 
where it has not been allotted, and therefore we 
have now taken power, under the rule relating 
to share property, that all these statements put 
in before us shall be under statutory declaration, 
and under penal treatment. 

404. That does not refer to loans?—No, but 
it appears to me that if any rule of that kind 
could be made to apply to loans, and if it could 
be done without injuring the general interests of 
the State, so to speak, by too much interference 
with dealings, we ought to well consider whether 
something of that kind might not be done. 

405. Do you conceive it would be possible 
advantageously to stop the dealings in these 
shares before allotment, that is to say, before 
the existence of the stock in the hands of the 
public to sell?—Well, personally, I see great 
evil in it, and I should like to see it stopped, but 
I do not see my way to initiate any process by 
which it could be done, because of the mixing up 
of the legitimate bargains with the illegitimate 
ones. 

406. But why not make it the rule that all 
dealings shall be void if the stock has not been 
allotted, so that a person shall not sell that which 
he may never have?—All our dealings are for 
special settlement. 

407. I mean why should you not make them 
illegal, so that there should be a penalty attached 
to it, and that there should not be such dealings ? 
—When we tried that on a previous occasion, of 
course we had no legal ‘protection; it was a 
voluntary matter, so to speak, whether men 
should submit to it or not, and therefore it broke 
down. : 

- 408. If a person now makes a contract to buy 
and sell so much foreign stock before allotment, 
will not the Stock Exchange committee enforce 
it?—Yes, if a settlement is granted; but then all 
these bargains are made for a special day to be 
appointed. 

409. But in order to meet the evil of fictitious 
prices being obtained before allotment, inasmuch 
as now the Stock Exchange committee will en- 
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force such contracts, what objection do you see 
to saying that such contracts shall be null and 
void ?—You cannot very well pick out such bar- 
gains from these. An individual, for instance, 
seeing a Russian loan announced buys 5,000. 


before they come out; he does not feel content: 


to wait Rothschild’s decision of whether he shall 
have it or not. That is a bond fide transaction. 
410, What harm would there be if you toid 


him to wait to buy till the actual allotments had- 


taken place?—'The disadvantage to the public 
would be very small, I admit, as compared with 
the great advantage of stopping fictitious bargains. 
That, however, is an individual opinion. I am 
not wishing to speak ex cathedrd. 

411. The members of the Stock Exchange get 
the same commission in buying stock not in ex- 
istence as in buying those which are in existence, 
do they not ?—Yes. 

412. Supposing that such contracts as I have 
referred to were to be rendered null and void, 
and not to be enforced, do you think there would 
be a balance of advantage or disadvantage to the 
public?— Personally myself, I believe it would 
be advantageous. 

413. To take you now to something which my 
houourable friend Mr. Walter mentioned, what 


do you say as to returns being made, not only of 


the nominal amount which appears in your list, 

but of the actual sum subscribed; would not that 

be a protection to the public ?—Yes, | have al- 
- ways advocated that. 

414. Do you see any practical obstacle in the 
way of it?—No; I think we are coming to it. 
You mean that the amount of stock actually 
issued should be quoted, and not the whole 
loan. 

415. You might qucte bot, so as to show the 
proportion; you think that would be advan- 
tageous.as I understand you?—Yes, I think so. 

416. Do you think that if a contract cancels a 
certain quantity of the loan, alleging the powers 
of the contracting Government to do so, that also 
should be made public by showing what was the 
amount of indebtedness of the State then in 
existence ?—I think in fairness it ought. © 

417. So that if in the Paraguay Loan for in- 
stance, the contractor, after issue to the public, 
cancelled 1,500,000 /. worth out of 2,000,000 Z., 

‘do you think it advisable that the public should 
know that fact, or not?—I think they should 
have known it; it alters the condition of the 
remaining half million of debt. 

418. It may alter the condition of the contract- 
ing State to pay ?—Yes. 

419. Is there any other practical suggestion 
that you can make to the Committee as to your 
view of what can be done ?—I may say as to the 
San Domingo Loan, that reference has been 
made to quoting only part; we did quote the 
San Domingo at first only the part issued: it was 
after we had received information of the further 
issue that we quoted the whole. One paper, I 
think, ought to have been among the papers put 
before you which went to this effect, a promise 
from the contractor not to issue it below the first 
issue price, 

420. Did you have that assurance from Messrs. 
Peter Lawson & Company ?—My impression 
is that we had that from them or from Messrs.’ 
Mullens & Company. 

421. You acted upon that in granting quota- 
tions for the whole loan?—Yes, I may mention 
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that the old-fashioned plan in the time of the 
older Rothschild (and I think it was Messrs. 
Baring’s plan at that time, say 20 years ago) was 
to obtain a list of subscribers who were willing to 
go into the loan with them for certain amounts 
and having obtained that list they would then 
tender for the whole loan, and take it firm. That 
was the plan adopted. This syndicate plan has 
come into vogue of late years; and I am now 
credibly informed that it is breaking up, and that 
it has been found so very unsatisfactory in its 
working that it is going out of fashion. I hope 
we shall return to the old plan, 


Sir Charles Mills. 


422. If you limited the quotation, I suppose 
you would then quote the numbers of the bonds 
of which you give the quotation; if you do not 
fix the numbers of a bond in which they are 
allowed to deal, what proof have you that more 
bonds are not issued ?—That would be a practical 
difficulty to be dealt with. We do now insist on 
having marked upon the back of each bond the 
numbers of the whole loan as existing. Of 
course when part had to be dealt with we should 
have to take cognisance of those numbers which 
represented the part, and to put in from time to 
time the accruing portions which are issued. 

423, Then would you allow other portions to 
be issued without a fresh application to the public; 
would you allow a contractor to sell in the market 
the unissued portion of a loan?—As I said just 
now, with reference to San Domingo, we com- 
pelled the contractor to promise that he would 
not issue any below the first issue price. 

424. You would not force him to go again to 
the public before he got an additional quotation ? 
—We should expect him to come to us with posi- 
tive evidence of how much further was issued, 
and then allow it to be marked. : 

425, With reference to the syndicate taking 
the loan at a less price than that at which it is 
offered to the public, I suppose that is the pre- 
mium paid by the foreign Government, because 
they do not feel it to be very likely that it would 
be taken up otherwise ?—Yes, it is a commercial 
arrangement. 

426. In order to secure that, a certain sum 
shall be raised ?— Yes, 


Mr. Bourke. 


427. Supposing that the proposals for foreign 
loans were to be registered, and copies of the 
contracts were to he registered, such as is proposed 
by Mr. Sheridan’s Bill, could evasions of the law 
take place easily, by the loans being brought out 
in foreign markets, like Paris and Berlin?—That 
is one thing which would have to be considered 
very carefully before we went into such legisla- 
tion; whether we should, or should not, drive 
away business to foreign countries. 

428. And if evasions of that kind took place, 
that is to say, if foreign loans which could not be 
brought out in this country in the first instance, 
could be brought out in Paris or Berlin, practi- 
cally they could be dealt with here in England, 
could they not ?—They can by an evidence of the 
quotation in their own country. One of our 
rules contemplates their being allowed to be dealt 
in here. 

429. So that, in fact, that proposal would have 
very little effect ?—That proposal, if made too 
stringent, so as to be felt repulsive and oppressive 


by 


} 
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by the foreign governments, might drive the busi- 
ness away from this market to the others. That 
is quite an admitted point. 


Mr. Cave. 


430. As a matter of fact, I suppose this infor- 
mation (which it is proposed by this Bill should 


_ be registered) more or less accurate, is contained 


in the prospectus ?—A great deal of it is. It is 


_ put forward as amongst the reasons why certain 


foreign governments shall be trusted with another 
five millions of money, that they have a certain 


_ amount of revenue, and that a sheep tax for 


instance; has to come in; there is a statement of 
what it was in the previous year, and what it had 
risen from, and so forth, and upon that prospectus 
they proceed to borrow. 

431. And if those facts are accurately given 
in the prospectus, they are more likely to come 
to the knowledge of the public, are they not, than 


if they were registered at a joint-stock company’s 


office ?—Yes, but there is « little more contem- 
plated in publication I take it, and that is, that 
the profits made by the issuing agents shall be there 
stated. It would be very little use without that. 
That would be the crucial test; that is to say, 
that if for instance, 10 per cent. was being paid 
secretly to an agent, those particulars lodged at 
a registration department should contain that 
fact. 

432. That would show, of course, the estima- 
tion in which the revenues, and power of repay- 
ment of such a country were held ?—It would 
show the difficulty in borrowing, of course, if it 
were a large per-centage. 


Mr. Bourke. 
433. And the commission would be stated ?— 


‘If the commission or profit made by the agent 


were very excessive, and it were compelled to be 
registered, and it appeared that more than the 
two per cent., which was testified to by Mr. 
White this morning as the usual rate, was given 
as commission, the public would then see it, and 
protect themselves by not going into the loan. 


Mr. Cave. 


434. That would be derived, would it not, from 
the information which would be contained in the 
prospectus as to the revenue and the indebtedness 
of the country ?—No; it is a separate thing from 
that. What the country may have in the way of 
revenue and its indebtedness is one thing; what 
the agent, who is bringing out that loan, may be 
asking for his consideration, is an act quite 
separate from that, and may or may not be justi- 
fiable. 

435. Generally speaking, if the revenue of a 
conntry is very large, and its indebtedness very 
small, the commission or agency which they 
would have to pay to an agent or contractor for 
bringing out a loan would be very much 
smaller ?—It would be comparatively smaller. 
My suggestion would be in a matter of this sort, 
that the net you endeavour to apply must be of 
a certain sized mesh to let the bond fide things 
through, and to stop the rascality, that is to say, 
to stop the plundering commissions, and to let 
through everything like bond fide ones, such as 


would come out through Messrs. Baring, for 


instance, at a commission. 
436. Then you think that an actual statement 
of the expense of bringing out a loan would 
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strike the public more than the inference which 
they might draw from the revenue, and the 
indebtedness of the country ?—I think it would 
have a good effect. 


Mr. Kirkman Hodgson. 


437. That information could only, according to 
the plan, reach the public about seven or eight 
months after they had made their investigation, 
could it not?—You are now upon the third 
clause of Mr. Sheridan’s Bill; but with the 
second clause to which, I think, something would 
have to be added, which provides that certified 
copies of all contracts or other documents, &e., 
should be registered, it would be competent to 
an agent like myself to go to the Registrar, and 
see how the loan was being brought out, and 
then I could inform my client. 


Chairman. 


438. Do think that there is anything in the 
objection of the short time during which loans 
are before the public before they are closed ?— 
Practically that is no importance, I think. Some- 
times there may be a little unfairness to the 
country applicants, who may not have quite time 
to send in if is too quickly shut up. 

439. Does it not ‘give a very short time to in- 
quire into the soundness of the undertaking ?— 
As a general rule, it rather indicates confidence 
in the loan that the contractors will get it out 
in the two days. 

440, Is not that rather a superficial view of 
the subject ?—It is the view that the public take 
very much. 

441. I will venture to put it in this way. 
Supposing that a loan is brought out in a very 
short time indeed; none of it is taken up, but 
people make agreement among themselves to take 
it up, and then when the thing is closed, they 
commence to operate, and raise it to a premium 
among themselves, and then, if they hold to- 
gether, people come in and take it; I am alluding 
to syndicates and bodies of that kind ?—I know a 
case where a loan has been taken up in half-an- 
hour, because-it has been so very good. 

442. May it not be taken up so quickly some- 
times because it is not good at all, worked in that 
way ?—The operations of a syndicate I am not 
prepared.thoroughly to explain. 

443. Does it not facilitate such operations, and 
prevent people from inquiring into the real 
nature of the loans ?—I think not, because the 
loan is generally talked about for some days 
before it comes out, and has been inquired about. 

444, Do you see any objection to the. plan of 
immediately beginning to have drawings for pay- 


ing off ?—It looks like the action of a needy 


State to offer such a premium. 

445. It can hardly be offered bond fide, can 
it?—It is very much the system of the lottery 
tickets to induce people to go in. 

448. Would you think it right for the Stock 
Exchange to notice that as a circumstance against 
a company ?—We should not, certainly. 

447. With regard to the prospectus, would 
you require certain things to be stated in the 
prospectus ; do I understand you ?>—We always 
require tu see the prospectus ; and if the pro- 
spectus had anything in it which required expla- 
nation, we have always the power and facility of 
asking the person who brings it up for quotation 
for any explanation he may have to give. 
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448. But do you think we have a right to re- 


quire that the prospectus should state certain 
things, for instance, the amount of indebtedness 
of the State, or matters of that kind, so as to 
give people a notion of what they are doing when 
they are investing their money in these things ? 
—Well, it might be desirable; but that would 
not be very important, I think. 

449. Do you not think it would be much more 
important, in fact, than if you registered, be- 
cause it must come to people’s notice ?—If we 
compelled them to put it all into the prospectus, 
that would do the work at once, of course. 

450. What do you think of that proposal ; 
would that be a proper thing todo ?— It would, 
in my estimation, be a very fatal thing to one- 
half of these inferior loans that are brought out ; 
they would not float at all. 

451. We should not cry for that, I suppose ? 
—WNo. 

452. Do you think that the settlements on the 
Stock Exchange could be made more frequent 
with any advantage; that the long settlement 
gives an opportunity for gambling ?—No; the 
settlement is now only 14 days on an average. 

453. You do not think it should be made less ? 
—It could not; one settlement is hardly over 
now before another begins. 

454. You say that you would require the agents 
to state their profits; would there not be con- 
siderable objection to that?—There would, no 
doubt. I am not advocating a thing which I 
think is easily to be done. 

455. Is there any precedent for it in our pro 
ceedings in this country that you are aware of 
requiring a man to state the profit he makes in 
a private bargain with another man ?—In joint- 
stock companies we, of course, look into the 
matter of what the director’s remuneration is 
to be. 

456. Because they are the people who are to 
manage the concern, and it is right that people 
should know if they really are putting their own 
money into it, or whether they are paid ?—And 
if there is anything in the prospectus of that 
kind which strikes us as a committee as im- 
proper, we point it out. 

457. Do you think, if I buy a horse of a man, 
you have any right to make a law that he must 
tell me what :he gave for it?—No; but I was 
asked what I thought would be a possible way 
of protecting the public. Iam not hopeful my- 
self of any such legislation. 

458. I think you said you would have the con- 
tractors state to the public the whole terms on 
which they took the loans ?—I rather wished to 
put that in this way, that if that could be ma- 
naged by any legislation or system, it would tend 
to prevent these evils. 

459. Is that a principle that you recommend ? 
— That is for the Committee to consider. 
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460. Do you think any power on earth would 
make them tell the truth on the subject ?—You 
would have to put in penalties; you could not 
de it without. 

461. Do you know anything about the expense 
of getting up these loans; I presume that all 
these indirect methods must be attended with 
very large expense ?— There is one considerable 
expense of course which attaches to all con- 
tractors’ work; they have a large staff which 
they keep employed continually, and all of them 
probably are put on to this work for many days, 
and it would be very difficult to get the work 
done without sucha staff as that; that is one way 
in which expense is incurred. Then, again, 
there is the name which a respectable house 
brings to a loan, and which it is reasonable 
should be paid for of course. Then they have 
to make an allowance to brokers who keep for 
their own particular clients a quarter or an 
eighth per cent. on the stock. And then there 
are advertisements, and some of these houses 
have to send out to foreign parts. 

462. As to the advertisements, do you think 
that they are strictly limited to what is necessary 
to make the thing known to the public?—In the 
case of these inferior loans, no doubt they are 
puffed by some portion of the press being well 
supplied with advertisemenis. 


Sir enry James. 


463. The Right Honourable Chairman has asked 
you whether if he buys a horse of a man he 
ought to be able to make the man tell him what 
le gave for it. Is that quite the analogy, seeing 
that the foreign Government has to pay the 
creditor, and the contractor has not to pay the 
creditor ?—The one is an operation of buying 
and selling, and the other is a question of agency. 
All I contend for is that agents should not take 
an excessive price. 

464. Do not you think it rather important that 
the creditor who lends should know how much 
the debtor receives out of what he lends ?—That 
is what one would aim at, if one could accomplish 
it. 

Mr. Kirkman Hodgson. 

465. With reference to the amount of time for 
which the loan is opened, are you not aware that 
where a loan is favourably considered, it has been 
necessary to put into the prospectus that it will 
be closed on or before a certain day, the applica- 
tions amounting in many cases on the first day 
to ten times the amount ?—Yes ; Messrs. Roths- 
child have repeatedly lately had to shut up be- 
fore the latest period announced. Before leaving, 
I will put in a copy of the official stock and share 
list ; and also a publication by Mr. Ingall, which 
shows all these loans and drawings ata glance 
alphabetically arranged. (The Witness handed in 
the same. ) 
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Chairman. 


466. 1 UNDERSTAND that. you wish to add 
something to the evidence which you gave the 
other day; will you have the kindness to state 
what it is ?—I asked permission to be allowed to 
supplement my evidenc2, because it appeared to 
me t6 be desirable that the Select Committee 
should be able to judge how far the action of the 


committee might be brought to bear upon this 


particular case, and that they should know the 
nature and extent of our juristliction in matters 
connected with the foreign loans. 

467. You mean by “committee,” the com- 
mittee of the Stock Exchange ?—Yes. With 
respect to the nature and extent of our j urisdiction, 
I would wish the Committee to understand that 


of course our position has materially altered from 


* 


what it was many years ago; that we are now in 
this position from mere force of circumstances ; 
we have gradually grown up from a private body, 
that is to say, a private tribunal for the regula- 
tion merely of our internal business into a sort of 
public and quasi judicial position, recognised by 
courts of law, recognised in many cases in matters 
connected with the foreign loans; and I think, if 
I may be allowed, I would just explain how the 
matter has arisen. — 

468. ‘Will you do so, if you please?—The 
committee, as at present constituted, began in 
1802; and, as I just now explained, it was origi- 
nally a domestic tribunal for the regulation of 
business limited entirely to English stocks. There 
were no such things as foreign stocks at that 


time; and the business was carried on under the 


operation of Sir John Barnard’s Act, which de- 
clared that all transactions in consols for time 
were illegal ; for a long time there were no such 
things as foreign stocks, and I think that the first 
foreign loan was in 1822: a Russian loan. Iam 
not quite certain what it was, but it was in 1822. 
There was also a Neapolitan anda Prussian loan, 
but with those few exceptions, and some which 
were not introduced here, but were imported 
from abroad, there were hardly any foreign 
stocks at all; and for a long period it was very 
questionable what was the position of contracts 
in foreign contracts. By degrees, as the Com- 
0.64. — 


Chairman—continued. 


mittee will be aware, a large extension of busi- 
ness took place in consequence of the construc- 
tion of railways in this country. And again, on 
the passing of the Limited Liability Act, there 
was an enormous extension of business; and also 
there have been a large amount of foreign loans 


introduced of recent years from time to time. 


By degrees money transactions in foreign loans 
and in shares became a question of litigation in the 
courts as to what was the nature of those contracts, 
and the courts have held over and over again that 
contracts in foreign stocks and in shares were 
really to be treated just as contracts in other 
commodities: that they were really good con- 
tracts, and therefore there arose a distinction as 
between contracts in consols and contracts in 
foreign stocks and in shares; and in consequence 
of that anomaly, by degrees application was made 
to Parliament for the repeal of Sir John Barnard’s 
Act, and that was effected some few years ago; and 
since then all our stocks and all our transactions 
are on the same footing. The rules and usages 
of the Stock Exchange have been recognised 
and upheld by the courts as good and reasonable, 


‘and the effect has been that we have been 


brought in closer contact every day, of late years, 
with the public, so that instead of being a private 
body, we have really become a sort of public 
tribunal for the regulation of matters of this kind. 
The effect of our proceedings is shown more 
especially in that. matter of quotation. A settle- 
ment is nearly always given for every bargain, 
because we consider that is our business to see 
that all bargains are completed; and the quota~ 
tion is merely a record of the transactions actually 
entered into. We have certain rules with respect 
to quotations; and the rules with respect to 
quotations, so far as companies are concerned, 
and so far as ‘States are concerned, differ. 
Therefore, although quotation was merely a 
record of bargains, both companies and States 
saw the immense advantage of a quotation, and 
they have actually virtually admitted the juris- 
diction of the committee of the Stock Exchange 
in these matters, and their functions, as I have 
explained, have become public and quast judicial ; 
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and, under those circumstances, we submit to the 
Select Committee that our proceedings being of 
that public nature, there is a sufficient guarantee 
that our proceedings are legitimately and 
properly conducted. The mode of procedure 
is this:* When a loan comes up for settle- 
ment and for quotation, of course it is not possi- 
ble for us, any more than for any other tribunal, 
to look into things and to guarantee that they are 
all right; but we give notice that there 
is an application for a settlement and for a 
quotation; everybody becomes aware of it, 
and it is competent for anybody who has con- 
tracts on the Stock Exchange, or who, being a 
bondholder, sees any objection to the quotation 
being granted, to urge objections before the com- 
mittee of the Stock Exchange; and, after the 
expiration of some few days, these questions come 
up before the committee, and they are all heard. 
Whatever objections there are, whether on the 
part of companies to the actions of foreign states 
in respect of their not having carried out previous 
engagements, or in respect of bondholders who 
consider that the provisions of former loans have 
not been complied with, those objections come 
before the committee for adjudication,, or for 
consideration, and the question of quotation very 
often materially depends upon the issue of those 
particular cases, and the representations which 
are made; and I have thought it might be con- 
venient for the Select Committee to have a state- 
ment of a few of the cases of foreign loans in 
which the action of the committee of the Stock 
Exchange has been brought to bear; and I think 
that the Select Committee will see that the action 
of the Stock Exchange committee has been mate- 
rially beneficial to bondholders generally, and 
to the public therefor. The Select Committee 
will see that on several occasions we have sus- 
pended quotation; deferred the quotation until 
certain objections raised had been removed ; and 
we have, in consequence of our action, come into 
communication with the Finance Minister of 
Russia, for instance. We have.also come into 
direct communication with the Austrian Ambas- 
sador in respect of a quotation of their stock, 
when it was unified, and: to which considerable 
objections had been raised. So that in all 
respects we have assumed a position very dif- 
ferent from that which we occupied, say, 50 
or 60 years ago. The action of the com- 
mittee of the Stock Exchange is recognised b 

foreign States, and, as a rule, it must be, I think, 
conceded that it is the interest of the foreign 
States who resort to this market to contract 
loans to be straightforward in their representa- 
tives; and as a matter of fact, and as a matter of 
experience, we find that has been so; that many 
prospectuses are simply limited to what they 
want. They certainly do not give any record or 
any return of their revenues or balance sheets; 
but still for all that, there is nothing, as I ex- 
plained on the previous occasion, to which excep- 
tion can be taken in respect of the prospectuses 
submitted on the part of contractors. Therefore 
that would in itself, perhaps, be a reason why the 
rule, with respect to quotations of loans, should 
not be exactly in the same position as that with 
respect to the quotation of shares. I said on the 
last occasion also that in respect of companies we 
have had many in which there were gross frauds, 
but that in respect of loans we have had no such 
case before us. If I may be allowed, I will just 
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Chairman — cvatinued. : 
put this in (handing in a Paper); itmay, perhaps, 
be convenient for the Committee to look at it. 

469. What is the Paper you propose to put in? — 
—It contains some cases of foreign loans objected — 
to, and I have stated the manner in which they - 
were treated. Then, since I had the honour of 
being here before, I have been considering some 
of those suggestions which were thrown out, and— 
the Committee will be able to see, with the ex- 
planations which I have given, how far the action 
of the Stock Exchange could be brought to bear 
in respect to these particular irregularities which — 
are the subject of inquiry. So far as they may 
depend upon the action of the committee of the 
Stock Exchange, the suggestions do not appear, 
it strikes me, to touch the evils in question. One 
suggestion was that there should be an assimila- 
tion of the loan rule to the share rule; but, as I 
said, I think it is the interest of the borrowing 
State to be straightforward, and we haye no 
instance of misrepresentation ; and if so, the com- 
mittee of the Stock Exchange would be quite 
strong enough, and quite keen enough, to detect 
any irregularity. We think we have got suf-_ 
ficient knowledge of the position of foreign States’ 
to be able to detect any irregularity that would 
be patent upon the papers or the proceedings. 

470. You mean to say that you have no in- 
stance of misrepresentations on the part of foreign | 
States at all ?— None. 

471. Nor on the part of contractors ?—No, 


Sir Henry James. 

472. Do you mean now at this moment you 
have not had any ?—We have not had any. Of 
course the objections are in respect of departures _ 
from previous contracts; non fulfilment of previous 
contracts. 

Sir Henry Holland. 


473. You contine yourself to irregularities — 
patent on the proceedings; that is to say, on the — 
papers handed to you?—Yes; and then of course 
it is competent to anybody to state objections to — 
these loans, and we give notice. : . 

474, You do not inquire into other irregulari-— 
ties than those mentioned ?—No, unless they are 
brought before us. Another suggestion was with- 
holding quotation, unless a certain amount were 
allotted. If that were so, the probability is that ] 
the contractors would be tempted to certify 
accordingly. Suppose you were to say that you 
would not quote unless there was a million — 
allotted, the probability is, we should be sure to 
have a certificate to that effect, and we should _ 
have no means of checking that, and we doubt — 


_ whether others would have the means of checking — 


it. But that is what we find in the case of 
companies where we impose certain restrictions, — 
and require certain returns to be made; we have _ 
not the slightest doubt that constantly they are — 
fitted and concocted for the purpose. 


Chairman. 


475. In loans, that is not the case, as I under- : 
stand you ?—In loans we have no limit; but in _ 
companies it is the case that we require those 
returns, and we always find, or very frequently, 
that they have been manipulated for that purpose; — 
and there would be a strong inducement for aif 
contractor to certify accordingly to the particular — 
amount that was necessary. And then, of course, J 
the withholding of a quotation is in a certain 
degree a penalty, and it would hardly seem fair 

to 


; 
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to punish a state or a hondholder for irregularity 
of syndicates or contractors in market operations, 
because the State would hardly know anything 
about it, and those are really private operations, 
Then there is another point which, I think, ought 
to be taken-into consideration, that the with- 
holding of a quotation might be very possibly, 
"and very probably, a serious injury to the credit 
of the country, and it might also disturb financial 
operations which were on hand, because, of course, 
it is a slur not to have a quotation, and it might 
operate very much to the disadvantage of a 
State, and if to the disadvantage of a State, 
and the injury of its credit, it certainly would 
not be for the benefit of the bondholders gene- 
rally; of the existing bondholders, that is to say. 
- Then another suggestion was as to the limitation 
of quotation to the amount allotted. It seems 
to me that the same objections would apply 
there; and further, that when once settled it 
must be recollected that the whole amount of the 
loan is negotiable, and therefore it would seem 
very inconvenient to have only a limited amount 
recorded. While the whole was negotiable we 
should have questions of practice arising before 


= oa 


the Stock Exchange committee as to whether 
scrip was a good delivery which was issued be- 
yond the particular amount which was recorded 
in the quotation list. Suppose, for instance, you 
limited it to a million, say the quotation covered 
amillion. If you have got scrip which represents 
a million and a half, it would be a question as to 
a good delivery or not; that would be a practical 
difficulty ; it would strike the committee, I think, 
considerably if it came up in that shape. Then 
another suggestion was made, that bargains made 
before allotment should be declared void by law. 
Now, what was the experience of Sir John Bar- 
nard’s Act and Mr. Leeman’s Act. Sir John Bar- 
nard’s Actwas for a number of years utterly inope- 
rative; Mr. Leeman’s Act has been altogether 
inoperative ; it is found to interfere with the ordi- 
nary iegitimate business of the country, and it is 
not regarded at all; and those particular Acts 
have really acted as a premium for roguery. 


Sir Charles Russell. 


476. You said that Sir John Barnard’s Act 
was repealed ?—Yes, but I am giving you now 
the experience when it was in existence. It was 
altogether inoperative, and, in fact, if it had been 
operative, it was calculated to destroy the busi- 
ness of the country. 


Mr. Walter. 


477. What was Mr. Leeman’s Act? — To 
render all bargains in bank shares illegal, unless 
~ the numbers of the shares were supplied when a 
sale took place. I will give you an instance of 
a broker who received orders from a joint stock 
bank to buy certain shares. The person to whom 
he applied said, “ I cannot give you the numbers ; 
Ihave got you the new stock, but not the old 
stock.” The broker was obliged to refer to his 
principal, to the joint stock bank; and he said, 
“‘T cannot get them a la Leeman, but I can get 
them not @ la Léeman,” that is, without numbers. 
Of course the joint stock bank, or the principal, 
had to consider whether they would execute the 
orders or not. I should observe that it is a 
fundamental policy of the Stock Exchange to 
maintain the indefeasibility of all bargains what- 


ever. We disregarded for years and years Sir | 
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John Barnard’s Act; and we are now disregard- 
ing Mr. Leeman’s Act, because it will not work, 
and we consider that anything which interferes 
with the integrity of a bargain must be mis- 
chievous; it must limit the freedom of dealing, 
the freedom of the market, and so be to the detri- 
ment of the public generally. 

478. And give rise to evasions?—Yes. After 
all there is nothing wrong in my making a con- 
tract, and buying shares or stock for a particular 
period. The Government is obliged to do so 
over and over again. When they make large con- 
tracts, if they want to enter into contracts for 
a large amount of provisions or stores of any kind, 
they buy them for a longer time on. A con- 
tractor cannot be supposed to have it all ready at 
the time; and where is the difference between 
what he does and what the Government dves ? 


Chairman. 


479. There is a difference, is there not, in this, 
whether it is forbidden in an Act of Parlia- 
ment ?—Yes; but it only shows that an Act of 
Parliament may be inoperative, because it is an 
interference with trade. So that if there were 
any Act passed making the bargains void before 
allotment, it would be certainly opposed, I will 
not say repugnant, to the traditionary policy of 
the Stock Exchange, because we declare all bar- 
gains to be indefeasible, and we do not allow 
them to be upset in any way except for fraud. 
Now in a matter of that kind no fraud can accrue, 
in a bargain where you want to buy a certain 
number of shares, or wherever the impediment 
lies ; or supposing that, according to this proposal, 
if they were declared illegal, there is nothing 
wrong in the contract in itself; but if Parliament 
declares it is wrong, it becomes a question as to 
the convenience of business, and business cannot 
exist under those restrictions, and it is for the 
benefit of the public that there should be the ut- 
most freedom of contract. 


Mr. Watkin Williams. 


480. Do you mean to say that it is a policy of 
the Stock Exchange to set at defiance an Act of 
Parliament which affects to restrict your deal- 
ings ?—We consider as the fundamental policy 
of the Stock Exchange, that all bargains are in- 
defeasible in themselves. 

481. Even if there is an Act of Parliament to 
prevent them ?—Yes, I have said so, because it 
is inoperative. I consider it mischievous for the 
Legislature to interfere in matters of contract of 
that kind, because there is nothing immoral in 
the bargain itself, and there is not a member of 
the Stock Exchange who would dare to stand on 
the boards of the Stock Exchange who would not 
fulfil that contract; he would be obliged to walk 
out; he would be expelled, simply because it 
would be dishonourable. 


Sir Henry James. 
482. And illegal?—And illegal too. We 
should not expel him because it was illegal, but 
because it was dishonourable. 


Chairman. 


483. Have you any other point to bring before 
us?—There is another point in respect of the 
Bill which is brought in by Mr. Sheridan, and 
which I have not seen before; and certainly it 


would appear very difficult to understand how 
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any loan could float under the restrictions stated 
in that Bill. If all proposals for a loan are to be 
registered it would almost render a loan impos- 
sible; because loans are not generally known 
publicly, and they require a great many delicate 
negotiations before they actually come before the 
public. Now, ifall these were to be registered, 
there would be very great inconvenience, and I 
apprehend that countries wishing to borrow money 
would find themselves pnt to very great shifts, 
that the consequence might be that you would 
have forced them to suspend, say, payments, upon 
which they would calculate if they could get the 
loan. 

484. You have the Bill before you, will you 
point out the things you thmk impossible ?— 
With respect to Clause 1, providing that proposals 
of foreign States to borrow money should be re- 
gistered, that is the initiation of the loan ; now; 
with respect to their being registered by the Regis- 
trar of Joint Stock Companies, in what time would 
such a proposal get clear again. The fact is, 
time is @f the essence of loans. When they are 
brought out, it would never do for them to remain 
on the market for an ungiven period. You would 
never know when the thing was right. I suggest 
to the Committee that there are points in this 
Bill which would tend very materially to the de- 
triment of foreign States. 

485. Will you point them out?—I say that 
this clause about proposals would. 

486. The word “ proposal ” means prospectus, 
does it not?—I suppose so. 

487. Would there be any harm in that being 
registered ?—T do not know that there would. 
Then comes the clause about contracts, and there 
comes the question whether agents and contractors 
would feel disposed to give up copies of con- 
tracts. The probable result would be that loans, 
instead of being contracted here, which is the 
great monetary centre of Europe, would find 
their way to other countries. 

488. What copies of contracts are you speak- 
ing of ’—The contracts mentioned in Clause 2: 
“ Certified copies of all contracts, agreements, or 
other documents entered into by such agents, 
either in England or in foreign States, with a 
view to negotiate and effect such loans, or in any 
manner relating thereto, together with the par- 
ticulars of the revenue and taxes of the foreign 
States, or municipal bodies or corporations, mort- 
gaged to secure the repayment of such loans, 
shall be registered,” &c. \ 

489. If those were made known you think it 
would prevent loans being contracted in this 
country ?—If it extends to all contracts I con- 
ceive there might be many contracts of such a 
private character that it might be prejudicial. 

490. Have you any other points that you wish 
to bring before us ?—No, I am not aware of any- 
thing else; but certainly I do share in the doubts 
expressed by Mr. Scott, one of my colleagues, 
as to the practicability of any regulation so far 
as we, the committee of the Stock Exchange, 
are concerned. 

491. That is to say, if we are to seek for any 
reform we must not look for it to the Stock Ex- 
change ?—We should be very glad if we could 
co-operate; but I was only dealing with the 
practical suggestions made. ; 

492. You do not see any chance of any of them 
being adopted?—I do not see that they would 
operate in the direction desired. 


Sir Henry James. 


493. In. the documents put in, I see that cer- 
tain brokers apply for a settlement; what is the - 
interest that those brokers have in the loan; I 
am not speaking of individual instances, but, as a 
rule, what interest have they ?— Generally speak- 
ing if a broker is employed to bring up the 
papers and look into them, he receives a com- 
mission. 

494. When they apply for a loan, do you in- 
quire what interest they have in it ?—No. 

495. Do you know whether when they have no 
interest in the loan they receive a fee of 5V or 
100 guineas for allowing their names to be used ? 
—I believe it is so. 

496. What guarantee have you because their 
names appear; if they have received a fee for the 
use of them, what guarantee is the appearance 
of those names?—We do not consider that as a 
guarantee in any way; we consider that the | 
responsibility of inquiring lies with us. 

497. What is the use of the names ?—Because 
they produce the papers, and, generally speaking, 
they are the persons who set the committee of 
the Stock Exchange in action., 

498. The papers seem to be) sent in by the 
contractors, and returned to the contractors upon 
their receipt?— Very often they are sent in 
direct, and very often through brokers. 

499. Sometimes one broker applies; sume- 
times 10 or 12 apply, I see ?—Not 10 or 12. 

500. Say six or seven?—No. If you will 
allow me to explain, there may be a broker who 
represents the contractor, and the others are 
simply dealers who want bargains settled. é 

501. What guarantee have you in the names 
of those dealers None whatever. 

502. Why do they apply ?—Because they want 
bargains settled. 

503. They must then have a broker to apply ? 
—Yes; I think that is one of our requirements. 

504. If, for instance, Messrs. Cazenove apply 
to you, do you know whether those gentlemen 
receive a fee, or whether they are interested in 
the loan at the time they send in the application ? 
—Most probably they receive a fee. 

505. In the statement sent in to you, you 
always wish to know,, do you not, the amount of 
the loan subscribed ?— Yes. 

506. Do you ever inguire how much of that 
money the contractor has found himself?—No. 
With regard to your former question, this is in 
the rule: “a certificate from the contractors or 
agents of the amount allotted to the public.” 

507. If you knew that the contractors have 
provided where money was to be paid upon allot- - 
ment nineteen-twentieths of the money them- 


selves, would you grant a settlement ?—I cannot 


say; it is very probable that that might be a very 
fair case for consideration; I do not want to 
commit myself. 

508. Has any such case ever been brought to d 
your knowledge ?—No. 

509. If, for instance, on the Honduras Loan of — 
1867 you had known that Messrs. Bischoffsheim - 
had found uineteen-twentieths of the allotment, 
and that out of 1,000,000 Z. only 48,0007. had 
been applied for by the public, should you have 
granted a settlement ?—It might possibly have 
caused a hesitation about it; I cannot say 
whether the committee would, or would not, be- 
cause, of course, there may be a certain amount 
taken for all that. 

510. I am speaking of 48,000/. as being all — 


that 
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that was applied for by the public. out of the 
1,000,000 /. nominal stock ; would the committee 
haye granted a settlement if they had known 
that?—Probably not; I cannot say for certain; 
it is all a matter for the committee. 

511. There is no such rule upon the subject? 
—No. 

512. And the committee may by vote have 
allowed the settlement to go?—Certainly. It 
is very questionable, if that had been brought up, 
whether it would. 

513. If you had known that the contractors 

had agreed to take nineteen-twentieths of the loan 
back into their own hands, and issue it at 12 per 
cent. below the nominal price through the Stock 
Exchange to the public, should you have granted 
a settlement then?—I can hardly see how the 
case would have arisen in that way; of course 
the settlement would have covered the buying 
back, and there would have been an end of it. 
_ 514. Suppose one of these persons, who you 
say could have objected, had come and said, “ We 
bring before your notice the fact that there is such 
an agreement in existence between the contrac- 
tors and a third person, by which that third person 
is to take nineteen-twentieths of the loan for 68 /. 
or 691, the issue price being 80/., and then place 
it through dealers on the Stock Exchange to the 
public at a premium ;” if they could have stopped 
it, should you have allowed the settlement to go 
on that loan ?—It is a hypothetical case. I cannot 
say what the committee might have done. It 
depends entirely upon the time; if the thing 
were brought up then, very likely it would have 
received the serious consideration of the com- 
mittee. 


515. Now, let me ask you this: Do you _ 


approve of any money being paid by the public 
upon application for portions of the loan ?—No, I 
do not know that I do. 
516. You do not think that that is important? 
—No. Rilikis 
517. What guarantees have you, if a person 
_ applies and pays nothing upon the application, 
that he will ever take up the amount for which 
he applies? —We have no guarantee. 

518. But what guarantee has anybody ?—I do 
not know. That is a matter entirely for the 
contractor, is if not? 

519. Excuse me, I am asking for the public. 
Now what guarantee has the public, when an 
announcement states that a loan has been applied 
for three times over, that the persons who so 
apply will ever take it up?—It is ‘open to that 
objection. 

520. Have you made any rule to prevent that ? 
—No. 

521. Do you think that such a rule should be 
made ?—Possibly it might be well. 

522. I believe it is a well known fact that in 
1866, before Mr. Leeman’s Act passed, the Agra 
and Masterman’s Bank was, if I may use the ex- 
pression, “ beared ” to death, was it not?—I do 
not know. 


523. When did you cease to be in business 


yourself, as a stockbroker ?—About 1868. 

524, That was after 1866; was it not known 
that certain brokers were then dealing in Agra 
and Masterman’s shares without having those 
shares to deliver on the Stock Exchange on “ bear” 
accounts ?— Very probably. 

525. And that caused the run upon the bank, 

, did it not, a the bank stopped?—I do not 
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apprehend that those operations caused a run 
upon the bank. 

526. Did not selling those shares cause the 
shares to fall in the market ?—No doubt. 

527. Do you think such a circumstance gives 
confidence to persons having accounts in the 
bank ?—I do not think that was the reason of the 
stoppage of the Agra Bank. 

528. Do you, speaking as chairman of the 
Stock Exchange committee, approve of these 
dealings on “ bear” accounts with such specula- 
tion?—I do not approve of them; but how are 
you to distinguish one from the other ? 

529. Do you think it is well that they should 
be stopped if they could ?—I do not see how you 
are to stop them. 

530. Do you think it well that they should be 
stopped ?—I do not approve of them, and there- 
fore if you could stop them, all weil; but I do 
not see how you could. 

531. When a jobber sends in his contract note 
to a broker, instead of his saying, ‘‘I will deliver 
you 100 shares in a certain bank,” what is there 
to prevent his saying, “ I will deliver you shares 
numbered from 1 to 100?—You must recollect 
what a jobber is. A jobber stands there to make 
a market, either to buyer ora seller. A jobber 
cannot always be in the position to have the 
stock which another man may want to have. 
He may say, “I will make you a price, and you 
may buy or sell that stock,” as the case may be ; 
but what is to prevent that contract from being 
carried out? It is not a question of numbers ; 
he is bound on a particular day to find those 
particular shares, not specific numbers, but 
shares. 

532. But why should he not give the numbers 
of the shares?—Because he may not most pro- 
bably be in a position to have those particular 
shares in his possession. 

533. I understand you to say, then, that the 
reason why he cannot give the numbers of the 
shares for the time being is, that it is possible he 
may not have any shares to deliver when the 
settling day comes ?—That is his affair; he must 
deliver them when required. 

534. Inasmuch as you say that it is an evil 
that there should be dealing in shares, which a 
man cannot deliver, why should you not, before 
a person makes such a contract, have a guarantee 
that he is able to fulfil it ?—You have that 
guarantee that he must deliver the shares on a 
given day. 

535. Or what ?— Or go out of the house. 

536. That is to say, leave the Stock Exchange; 
but is there any other penalty ?—He must fail 
if he does not deliver them. If he is ina position 
to deliver them, he must. 

537. What does the creditor, the person who 
made the contract with him, get if he becomes 
insolvent ?—He comes in as a creditor. 

538. Do not you think it would have been 
better, both for the creditor and the debtor, that 
such a state of things should not exist ?—I think 
you do not quite understand the mode of dealing 
on the Stock Exchange. It is perfectly impossible 
that the business of the country could be carried 
on, unless persons may buy what they are not 
prepared to take at that particular moment, or 
may sell what they are not prepared to deliver at 
that particular moment. 

539. I am speaking about the public; do you 
think it a healthy state of things that a person 
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should deal for shares, and that there should be a 
person promising to deliver that which he may 
not be able to deliver, and that the only remedy 
for the creditor is to receive the dividend on his 
estate?—I cannot see what there is unhealthy ; 
it is just like what occurs in all other businesses. 

540. I will not trouble you further upon that; 
now you say you have had no instance of mis- 
representation in foreign loans?— As far as I 
recollect, that is so. 2 

541. From what source would you be likely to 
derive the evidence of misrepresentation ? — 
Probably from the objections of bondholders. 

542. But those objections, I understand you, 
from bondholders, would come in before the 
settlement ?—Certainly. 

543. Do you ever give a day for settlement 
before allotment ?— Certainly not. 

544, How long after allotment is it the rule to 
give days of settlement ?— No particular time. 

545. Do you not give a settlement before the 
bonds are delivered to the persons applying for 
loans ?— You cannot have a settlement unless the 
scrip is out. There are first of all the applica- 
tions for scrip. 

546, I am speaking of bondholders; you give 
those days of settlement before definitive bonds 
are issued, do you not ?—No, we do not, because 
the bonds are not in existence, and, therefore, we 
could not give asettlement of them; we give a 
settlement in the scrip and the paid up scrip. 

547. That is a settlement in the loans, and 
that is before the bonds are issued ?—-Yes. 

548. And that scrip passes for delivery to 
bearer ?—Yes, and a settlement is combined 
generally with paid up scrip, because some gentle- 
men wish to pay up their stock. 

549. You said you would not wish to punish a 
State for the conduct of the syndicate; if the 
State is a solvent State, what is the advantage of 
the State having a settlement, if it has placed the 
whole of its loan?—It is more a matter of the 
bondholder. 

550. You said, as a reason why you would not 
have any hmit put, that you would not wish to 
punish the State?—I said it was a penalty to 
withhold a quotation, and therefore to a certain 
extent it does damage the stock of the State. 

551. You said you would not wish to punish 
the State for the fault of the syndicate ?—I said 
it would be hardly fair to punish the State for 
operations of a syndicate or a contractor. 

552. How would you punish the State by re- 
fusing a quotation ?—Because certainly the stock 
of a State that is quoted is always in a better 
position than when it is not quoted. 

_553. Suppose the State were a perfectly solvent 
State, and could pay its debts, take Russia for 
instance ; what is the difference to Russia whether 
the stock is quoted, or not ?—A considerable 
deal, and I do not think they would like to be 
excluded. If you will allow me, I will give you 
an instance. The Austrian Government did 
make a representation to, the committee of the 
Stock Exchange, with respect to the withholding 
of a quotation of their stock; and therefore I 
presume they felt that a detriment. 

554. You do not call it amisrepresentation for a 
State, the revenue of which is under 100,0002., to 
borrow, say, 5,000,000 Z. or 6,000,000 7., and have 
no means of paying ?—People must be guided by 
price and by circumstances; they must inquire 
for themselves. 
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555. The Stock Exchange would not for one 
moment enter into a question of the solvency of 
the State ?—I do not know that they would. 


Sir Charles Russell. 


556. You said just now that if a bondholder 
appealed against a settlement, it would be 
attended to by the committee of the Stock 
Exchange ?—Certainly. 

557. Do you recognise a holder of the scrip as 
being in the same position as a bondholder: if a 
holder of the paid up scrip had reason to suspect 
fraud, and appeal to you, would he stand in the 
same position as a bondholder ?—Yes, quite so ; 
the scrip represents the bonds. 

558. And is treated so ?—Yes. 

559. You said just now that you thought the 
proposition to register proposals, in Mr. Sheridan’s 
Bill, would interfere with delicate negotiations ? 
—It might. 

560. What is considered oa the Stock Ex- 
change a delicate negotiation? —I cannot tell you; 
that is a matter for contractors to answer. 

561. You do not know ?—No, | 


Mr. Watkin Williams. 


562. Did the committee of the Stock Exchange 
simply ignore Sir John Barnard’s Act, because 
they did not concur in the policy of the Act of 
Parliament ?—It was impossible to carry on the 
business of the country under Sir John Barnard’s 
Act. : 

563. Did they enforce bargains made in con- 
travention of the Act ?—Nobody ever thought of 
questioning them on the Stock Exchange. 

564. But did the committee of the Stock Ex- 
change enforce those bargains made in contra- 
vention of the Act of Parliament ?—There is not 
a gentleman on the Stock Exchange who could 
stand on the boards one day who refused to carry 
out the contracts he had made, even in spite of 
Sir John Barnard’s Act. 

565. Even although the bargains were illegal? 
—Yes; and I will tell you the reason of the 
thing, and the Government will know it more 
than anybody. If you destroy the time market, 
you destroy the market altogether. The fact is, 
that the time market in consols, and in every 
thing else, is the very engine by which all the 
transactions of the Stock Exchange are carried 
out in the best and readiest way. It is in conse- 
quence of the time market, and the facilities given 
by it, that the investors or’sellers always find a 
ready market at the instant. 

566. And I understand you that the committee 
of the Stock Exchange are disregarding Leeman’s 
Act upon those very ¢rounds?—The committee 
of the Stock Exchange are not disregarding it, 
but, dealers generally are disregarding it; they 
find it will not work. 

567. The Stock Exchange committee will not 
enforce it?—We should not allow anybody to 
stand on the boards of the Stock Exchange who 
would refuse to carry out a contract of that kind. 


Mr, Edward Stanhope. 


568. Suppose the case of the broker being sol- 
vent, but unable to deliver the shares, because 
they are non-existent ; what is the penalty there ? 
—The penalty is that they may brought be in. 

569. But supposing they do not exist ?—They 
must exist ; it is a question of price. 


570. What 
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570. What would the penalty be ?—The jobber 
would have to pay the difference. 


Mr. Ellice. 


571. You gave an instance of the impracti- 
eability of putting Leeman’s Act into execution 
in the case of old and new stock, the old stock or 
scrip being numbered, but the new stock being 
unnumbered ?—Yes. 

572. What difficulty is there in the way of 
numbering the new stock or scrip, so as to bring 
it within the scope of Leeman’s Act?—I do not 
know what the difficulty is. We can only deal 
with the thing as it stands. 

573. But would there be any difficulty in num- 
bering the stock so as to bring it within the scope 
of Leeman’s Act, like the old shares ?—Every 
one has not the old shares; but in a short time, 
it may be six months even, he is bound to deliver 
what he has contracted to deliver, and having 
new shares he may have sold old. 

574. With regard to the question put just now 
as to a non-existent stock, how is a broker 
situated who, having sold stock on the presump- 
tion that he may buy it and sell it again, finds, 
on going to buy it, that there is no such stock in 
the market in possession of anybody ?—He must 
find it somehow or other; it is a question of 
price. 

575. But supposing he cannot find the thing 
that there is not ?—The thing must exist, or else 
it has been altogether annihilated. It is a ques- 
tion of price what will bring it. 

576. Have you then never heard of any in- 
stance where a person has contracted to sell that 
which has not been in existence, and which, when 
he has tried to find it, he has been at a loss to 
find ?—I ‘do not quite understand the purport of 
the question. 

577. 1 will take a case of this kind: Supposing 
that the stock has been bought up by a certain 
party in a secret transaction, and that a broker, 
in ignorance of that transaction, has contracted 


_ to sell such stock to another party, but that, when 


he tries to buy that stock, he finds that there is 
really nothing in the market, that it has ail been 
bought up in this secret transaction, what would 
he do?—He would have to bid for that stock 
until it came out; he would have to bid for it, 
and buy it at any price; he has got to conclude 
his contract. 
Mr. W. Shaw. 

578. Do you think there is as much speculative 
dealing in bank shares now as before Leeman’s 
Act was passed?—No;\ because the speculation 
does not run in that direction at the present mo- 
ment. \ 

_ 579. Do not you think that it has had a healthy 

tendency in checking that excessive speculation ? 
—Supposing that the public were disposed to 
speculate in bank shares, I do not think it would 
check it in any way whatever. 

580. Dealers might be supposed to exercise 
more caution, owing to that Act, might they not? 
—They would, to the extent of their powers, and 
credit, and position, sell shares. 

581. Do you not think) that it has had any 
influence in checking speculation?—I do not 
believe it has had any influence of the kind. The 
speculation is entirely ind pendent of that, and 
would have gone on if there had not been a 

anic. 

582. Then your action, in reference to foreign 
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Mr. W. Shaw—continued. 
loans. is that you regard very little their bond 


. fides, simply dressing them up for the public, for 


the stockbrokers, and the stock market?—I do 
not know who “dresses them up” for the 
market; not the Stock Exchange committee. 

583. The quotation has the effect of bringing 
them before the public?—It is merely a record 
of the business. 

584. You give them a settlement, and then it 
is on your list ?—It is only on the list for the quota- 
tion, and that is as a record of transactions, not 
as any guarantee of the stock. 

585. It does not imply any guarantee ?—No, 
nothing of the kind. 


Mr. Stephen Cave. 


586. If quotations were withheld generally 
from foreign loans, would that have any effect 
upon the rate at which loans are raised by the 
foreign States ?—I should think most probably it 
would depreciate the price. 

587. That would be after the loan was brought 
out ?—Yes. 

588. Butif it was known that generally foreign 
loans were not quoted upon the Stock Ex- 
change, would it have any effect upon the rate 
at which a foreign State could raise them ?—I 
really cannot say. The fact is, the quotation 
must be looked upon as a record of the trans- 
actions with the public: and it is for the protec- 
tion of the public that that quotation is kept up; 
everybody likes to see that his stock has been 
bought or sold at the current market price. 

589. And of course a quotation is simply a 
record of the transactions of the day ?—Nothing 
more. 


Mr. Walter 


590. When a contractor for a foreign loan 
comes before you for a settlement, does he make 
any declaration of any sort, with regard to his 
belief in the statements contained in the pro- 
spectus ?— No. 

591. Should you think it would be an advan- 
tage to the public if he were called upon to make 
a statutory declaration that he believed in the 
truth of the statements contained in the pro- 
spectus, before you granted a settlement ?—Iit is 
only quite recently that that matter of statutory 
declaration has been dealt with by the committee, 
and at first we meant to apply it to loans as well 
as to companies; but upon discussion we did not 
see that it would be desirable on the whole. 

592. What were your reasons for taking that 
view ?—We thought there might be considerable 
difficulty with respect to contractors. - Gene- 
rally speaking, contractors stand in a very high 
and honourable position, and there might have 
been a difficulty. So far as experience goes, we 
have found that the contractors, generally speak- 
ing, occupy an honourable position, and we have 
been content to suppose that they have not been 
guilty of any misrepresentation, nor have ‘we 
found any, even with all the sharp and keen eyes 
of previous bondholders, likely to be damaged. 

593. Was it your opinion that if you enforced 
any such test, the effect might be to drive the 
market to Paris instead of London ?—There 1s no 
doubt that it would operate in that way to a cer- 
tain extent; that if there were difficulties and 
restrictions placed in the way of the contracts 
for foreign loans, the tendency would be that they 
would go where those restrictions do not exist. 

D3 594. I want 
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a: ae Mr. Walter—continued. Mr. Kirkman Hodgson—continued. 
aoe 594. I want to know whether that was the fraud, something which looks very much as if it 
15 March principal consideration that influenced you in de- were an actuality. What we should do would be 

1875. termining not to enforce that ?—Partly; that was this: we should not cance the contracts, because, 
one of the reasons, and another was the generally of course, we have to prove the fraud, and as be- 
honourable position occupied by contractors. tween you and me we may haye dealt on the 

595. The honourable contractors would have square; but there may be behind a rig by which 
no objection, would they, to make a declaration there is no means of getting any shares at all, and 
of that kind with regard to loans that were bond there may be a conspiracy for the purpose of 
fide and straightforward?—! do not know that carrying that out; and we should not declare 
they would; but at the same time we thought it that that contract was void, first of all, because 
was sufficient at the time to do what we did. we look,upon a contract as sacred; but in order 
596. Would it not be the less honourable con- that there should be no unnecessary mischief, and 
tractors, supposing there were such, who would that there should be a time for getting the matter 
feel a difficulty in making a declaration of that adjusted, we should suspend the buying in; and 
kind ?—Yes. that is the penalty to which all persons are put if 
: they are not ina position to deliver that parti- 
Mar. Kirkman Hadsiey: . duals stock, that a should suspend the Teige 

597. I should like rather to elucidate the posi- jy. 

tion of the jobber more than has been done. I 602. Supposing the fraud to be proved, would 

understand that the jobber stands in the Stock you ultimately release the jobber from the con- 

Exchange ready to buy or to sell; that in most tract ?—I think that may be a question which 

large stocks there is a buying price and a selling might arise. 

price, and that the jobber standing there: says, 603. Will you explain to the Committee what 

“Twill buy at the one, and I will sell at the is meant by suspending the buying in?—The 

other. He will ask, probably, “ Is it a very large buying in is when stock is not delivered accord- 

amount that you want to do?” The broker is ing to contract; the buyer of it would have the 
not bound to declare to him the exact amount, power of buying in, as against the seller, and en- 
but he tells him in general terms whether it is a forcing the delivery. 

large amount or not. That being the case, he 604. What is the process of buying in ?—- 

stands there ready to buy or sell according to the ‘There is an official called the clerk of the house, 

wish of the broker ?—No, not according to the who, on receiving an order from the broker who 
wish of the broker; there isa limit; that is to wants to buy it in, would get up in the public 
say, unless any distinct intimation is given on arket, not in the ordinary way in which it is 
either side, there is a limit in respect of what a done, where we stand on the floor, and bid for the - 
price covers ; and I think it is generally a mar- stock, and if the stock were bought the person in 
ketable price; it may be one thousand. Youmay default on delivery would have to pay the dif- 
say, for instance, I want to deal in five thousand ference. 

or ten thousand. Ifit came toa large amount, Sj Ch les R ll 

the jobber would say, “ How much do you want alain tel 

to dealin?” And then it becomes a question of 605. Can you account for the fact that there 

negotiation. " are various prices quoted in different newspapers 

598. Is not that, generally speaking, very con-\. of the transactions on the Stock Exchange ?—I 
venient to the public ‘—Unquestionably. can generally account for it in this way: they 

599. Would it be possible to carry ona great take their prices from brokers generally, and, 
amount of legitimate business without somebody perhaps, one paper will have it from one broker, 
to stand in that-position ?—Impossible. © and another from another ; and, of course, there 

600. A question has been put to you with re- are Sometimes leaving off prices later than the 
gard to a broker having dealt in shares of which official quotations, as we cannot exactly tell how 
there were none in the market; will you state it will be. aay 

whether, in a case where a palpable fraud such _ 606. There is no variation whatever in the offi- 

as that had been committed, or was very strongly cial list ?—No; what are called the leaving-off 

suspected of being committed, the Stock Ex- quotations are not quotations to which any parti- 
change committee would not relieve the jobber cular credit must be attached, because they are 
from his bargain in that stock ?—No, it is not so. not official in any way whatever. The official 

I can tell you what took place in the case which part of the quotation is simply the actual record 

I think you have in your mind. of transactions; the leaving-off quotations are 

601. Will you state what you would do in simply what appear to be the current market 
such a case ?—-We will assume that a representa- prices. 

tion is made, that there is a strong suspicion of 

Mr. Hypp CLARKE, sworn. 
Mr. Sir Henry James. Sir Henry James—continued. 
H. Clarke. 607. I BELIEVE you are the Secretary to the one of the duties of the Council of Foreign Bond- 


Council of Foreign Bondholders ?—Yes, I have 
been the Secretary to the Council of Foreign 
Bondholders since the end of 1868. 

608. I believe that is an association which 
exists under the Companies’ Act, and you have 
a memorandum of the articles of association ?— 
Yes. 

609. Under the articles of association, I believe, 


holders is to collect documents and information in 
relation to different loans to foreign States ?— 
Yes. } 
610. And I believe the Council of Foreign ~ 
Bondholders has a large number of documents in | 
relation to those loans under their control ?-— 
They have. 

611. I suppose they are kept and registered 

under 
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under your control, as secretary, to some extent ? 
—Yes, in a great. degree. Perhaps you will 
allow me to explain that the records have been 
chiefly collected since the date of the incorpora- 
tion in 1873; but from the beginning of the 
institution in 1868 and 1869 we began, and we 
collect back documents as far as possible. 

612. Will you producé, if you please, a copy 
of the prospectus of the Honduras Loan, issued 
in Paris, of 1869 ?—( The Witness produced it.) 

613. This is a loan of 1869, issued in Paris: 
«Honduras Government Loan, 1869. Issue of 
207,509 2. Bonds of 127. sterling, or 300 francs ;” 
it comes to withia a fraction of two and a half 
millions. Itis signed by Victor Herran, “ acting 
in his own name and that of his colleague in 
London, by virtue of their full powers,” and that 
is a 10 per cent. loan. It also gives the dates of 
payment off by sinking fund. You have handed 
in a copy of that ?—Yes. 

614. Will you give the price of issue?— 
Twelve pounds sterling, issued at 8 /. 

615. The next loan is the loan of 1870 ?—Yes, 
the loan of 1870, called the Honduras Ten per 
Cent. Government Railway Loan. 

616. I want you to putin the statement in the 
“ Times” Money Article of 11th June 1870; that 
is as follows: “The‘ A. N. Lezard’ and the‘ Hope’ 
have arrived in the West India Docks from the 
Truxillo (Honduras) with cargoes of mahogany 
and fustic, consigned to Messrs. Bischoffsheim and 
Goldschmidt on account of the Honduras Rail- 
way Loan, Advices just received state that the 
‘Gremnar’ and ‘ Queen of the South’ were loading 
at Truxillo with similar cargoes on the same 
account ” ?—Yes. 

617. Now, will you give me the date of the 
issue of the 1870 prospectus to the public ?—-On 
the prospectus I find “ 20th of June 1870.” 

618. This is an English Loan of 1870 ?—Yes. 

619. Turn to the prospectus of 1870; that is, 
I think, two and a half millions nominal ?—Yes, 
two and a half millions nominal; 25,000 /. bonds 
of 100 1. each, issued at 801. price. 

620. That is 2,000,000 /. issue price, and two 
and a half millions nominal ?—Yes. 

621. A 10 per cent. loan, and what sinking 
fund ?—An accumulative «sinking fund of 3 per 
cent. per annum. 

622. Under that loan, 3 per cent. per annum, 
or 75,0007., is to be paid in December in each 
year ?—* By yearly\drawings on the 31st of 
December in each year ;” it is to be redeemed 
at par. 

623. Now, I believa, you have in the “ Inves- 
tor’s Manual” the announcement of what will be 
paid ?—Yes. “ ‘Investor’s Monthly Manual,’ Ist 
April 1871 (published at ‘Economist’ Office). 
In addition to the annual drawing of 3 per cent. 
on the 3lst December next, as provided in the 
bonds of this loan, the Honduras Government 
have resolved to have an additional drawing of 
2 per cent. on the 30th April next, and if cir- 
cumstances admit another of 2 per cent. on the 
30th September next.| The bonds drawn on 
30th April will be paid off at par with the coupons 
due on 1st July next.” 

624. You have the advertisement showing that 
this drawing did take place with the numbers 
given; it appears in the newspapers of the day? 
—Yes. 

625. When did the A 
the newspaper ? — The 
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additional drawing appeared in the “ Standard” 
of the 25th March 1871. 

626. The numbers are given of the bonds 
drawn ?—I appear not to have the numbers of that 
drawing, but the numbers of the next drawing. 

627. Have you no trace there that this was 
carried into effect, namely, that that which is 
announced on the Ist of April did take place ?— 
No, I have not. 

628. I have it here. ‘ May 27th, 1871, ‘In- 
vestor’s Monthly Manual’; Honduras Ten per 
Cent., 1870, Loan; bonds representing 50,060 /. 
were drawn on the 30th ultimo, for redemption 
at par on the Ist of July next.” That agrees 
with the announcement that appears on the paper 
of 1st April?—Yes. 

629. Now, you have the announcement, I think, 
in the “ Daily News” of 11th October 1871 ?— 
Yes, I have. 

630. Showing the numbers of the bonds drawn? 
—Yes, 500 bonds, beginning at No. 67; the total 
is stated to be 50,000 2. : 

631. Now, let me understand this; the draw- 
ing in December also took place, and these were 
two extra drawings on behalf of the Honduras 
Government ?— Yes. 

32. Now we come, if you please, to the Ship 
Railway Loan of 1872. Will you produce to the 
Committee the prospectus ?—( The Witness pro- 
duced tt.) 

633. This prospectus is as follows: “ Honduras 
Ten per Cent. Government Ship Railway Loan, 
15,000,000 Z. nominal, in 150,000 7. bonds of 100 7. 
each, bearing 10 per cent. annual interest, payable 
half yearly, viz., on lst January and Ist July. 
In the above amount provision is made by the 
retention of an equivalent number of the bonds 
of this loan, for the optional future conversion 
of the existing external Honduras Government 
Loans. Issued at 80 per cent., and to be re- 
deemed at par in sterling, within 15 years, by 
half yearly drawings, on the 1st April and Ist 
October in each year, by means of an aceumu- 


lative sinking fund of 3 per cent. per annum. _ 


Such drawings to take place in London. The 
first drawing to take place on the lst October 
1872-” This prospectus is dated the 22nd May 
1872. Then it says, that there is no money to 
be paid on application, but 15 per cent. on allot- 
ment, and 15 per cent. at different dates which 
are given: “ His Excellency Settor Don Carlos 
Gutierrez, Minister Plenipotentiary for the Go- 
vernment of the Republic of Honduras to the 
Court of St. James’s, being authorised by full 
powers, dated 24th November 1871, to raise for 
his Government a loan, for the purpose of adapting 
the present Inter-oceanic Railway now in course 
of construction, to a ship railway across the Re- 
public of Honduras, in accordance with the plan 
of Mr. James Brunlees, M.1.0.n., the Govern- 
ment engineer, is prepared to receive applications 
for the sum of 15,000,000 J. sterling nominal, at 
the Honduras Government Financial Agency, 
8, Moorgate-street. The loan will be repre- 
sented by bonds to bearer of 100/. each, bearing 
interest in sterling (until redeemed) at the rate 
of 10 per cent. per annum, payable half yearly 
on the Ist January and the lst July in each year. 
The whole loan will be redeemed within 15 years 
by an accumulative sinking fund of 3 per cent. 
per annum, to be applied by half-yearly drawings 
to take place on the Ist April and 1st October in 
each year, in the presence of the Honduras 
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Minister, or some other duly authorised repre- 
sentative of that Government, in London, and a 
notary public, and the drawn bonds will be paid 
off at par on the Ist July or Ist January next 
following. This loan is raised with a view to, 
the construction of a railway capable of convey- 
ing ships of large tonnage without disturbing the 
cargo, between the Atlantic aygd Pacific Oceans, 
to and from Puerto Caballos on the former, and 
the Bay of Fonseca on the latter. To effect this 
Mr. James Brunlees, m.1.c.£., has prepared 
designs to be carried out and used, in conjunc- 
tion with the well-known system of hydraulic lifts, 
whereby vessels may be placed upon and con- 
veyed by the railway with the utmost ease and 
safety. The detailed plans, drawings, models, 
and specifications can be inspected at the office 
of the Honduras Government Financial Agency. 
Some idea of the immense importance of this un- 
dertaking tothe commercial world can be gathered 
from the carefully prepared report made by Mr. 
Brunlees, and concurred in by Mr. Edward 
Woods, M.¢.z., which accompanies this pro- 
spectus, and from which the following is an ex- 
tract :—“* According to official reports presented 
to both Houses of Parliament by Her Majesty’s 
Government, and other statistics, the total ton- 
nage annually cleared for shipment round Cape 
Horn is as follows: 


Yo and from Great Britain - - 16 millions of tons. 


»5 other Enropean Coun- 
tries = - - 10 5 
Br Central America - 8 op 
ns United States of Ame-- 
rica - - - 20 ~ 
Toran - - 54 35 


Now, supposing that less than one-half of the 
said tonnage, viz., 25 millions, passes over the in- 
tended Ship Railway across Honduras, and asum 
of 4 dollars or 16s. only is charged per ton, leay- 
ing, after deducting 50 ‘per cent. for working 
expenses, 2 dollars or 8s. net per ton, the Ship 
Railway would pay a net sum of 10 millions ster- 
ling per annum. It is therefore evident that a 
Ship Railway across Honduras would be a profit- 
able enterprise for the Government as well as a 
great boon for the commercial interest of the 
world. It is especially stipulated that this loan 
is exempted from all taxation by the Govern- 
ment of Honduras, both in and out of the Re- 
public. A general bond, executed by his Excel- 
lency Don Carlos Gutierrez, on behalf of the 
Government of Honduras, will be deposited at 
the Bank of England for security of the entire 
loan. The definitive bonds will be issued against 
fully paid-up scrip. The application from holders 
of bonds. in the existing Honduras loans will 
receive priority of consideration on the allot- 
ment, and for that purpose it will be necessary 
to notify on their application the face numbers of 
the bonds held by them.” And then it says: 
“The authorisation and documents are open for 
the inspection of intending subscribers, and ap- 
plications for the loan will be received at the 
Honduras Government Financial Agency, 8, 
Moorgate-street, E.C.” 

634. I believe the Council of Foreign Bond- 
holders took action upon the issue of that pro- 
spectus, and addressed a letter to Don Carlos 
Gutierrez ?— They did. 

635. Will you read that ?—** 23rd May 1872: 
Council of Foreign Bondholders, 115, Palmerston 
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Buildings, London, 23rd May 1872. To His 
Excellency Senor Don Carlos Gutierrez, Minister 
Plenipotentiary for the Government of the 
Republic of Honduras to the Courtof St. James’, 
8, Moorgate-street. Excellency,—It is one of 
the functions of the Council of Foreign Bond- 
holders to examine the prospectus of all foreign 
loans invested in London, with a view of ascer- 
taining whether the conditions set forth therein 
are clearly and unambiguously expressed. In 
the execution of that duty, I am directed by the 
Executive Committee of the Council to ask the 
favour of your Excellency’s explanation with 
regard to the following points respecting the pro- 
posed issue of the new Honduras Loan for 
15,000,000 7.: 1. It is stated that, ‘In the above 
amount provision is made by the retention of an 
equivalent number of bonds of this loan for the 
optional future conversion of the existing external 
Honduras Government Loans.’ With respect to 
this provision, it.seems desirable to issue a state- 
ment of the outstanding amounts of each series 
of the existing Honduras Loans, and to declare 
whether the British 5 per Cent. Bonds of 1867, 
and the French Loan, are included in that 
arrangement. 2. It is provided that the ‘third 
instalment of 15 per cent. due the 15th of July, 
shall be payable, less accrued interest on the re- 
spective instalments.’ It would be useful to 
explain whether the interest (naturally at the 
rate of 10 per cent.) will be allowed on the actual 
amount of 152. of each of the three first instal- 
ments, or on their nominal equivalent of 18 /. 15s., 
the 1007. bond being issued at 80 per cent. 
3. The 5 per Cent. Honduras Bonds issued in 
1867, contain the following  provisions:—‘ The 
said Republic further engages that an annual 
sinking fund of not less than 1 per cent. per 
annum accumulative, shall be applied half- 
yearly to the redemption of the said debt, which 
shall be effected by purchasing in the market, or 
by paying off at par, such an amount of the said 
bonds as shall be determined by lots to be drawn 
for that purpose. The numbers of the bonds so 
redeemed shall be advertised in the “ London 
Gazette,” and two daily papers. As security for 
the payment of the said dividends, and for pro- 
viding the sinking fund, the/ said Republic does 
hereby solemnly hypothecste the general re- 
venues of the Kepublic, and more especially the 
custom house duties of the port of Amapala, on 
the Pacific, which revenues in case of need the 
holders of these bonds arg hereby authorised to 
receive by their own agents.’ With respect to 
these provisions it would be desirable to publish a- 
statement of the application hitherto made of the 
sinking fund, and of the} amount of bonds re- 
deemed thereby. Regarding the hypothecation 
of the custom duties of Amapala, it is understood 
that, although the dividends of these bonds have 
been punctually paid in | London, yet the duties 
specially hypothecated have’ neither been col- 
lected nor remitted as stipulated, nor has a Special 
agent been admitted for that purpose. It is 
highly important that a Government proposing to 
issue so large a loan, should demonstrate that it: 
has strictly fulfilled its existing obligations, It 
would also be proper +o state distinctly whether 
the Government guarantees the loan absolutely, 
what provisions are thade for payment during 
construction of the railway, what security there 
is for the amount being sufficient, and how the 
Government proposes, to furnish the service of the 
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loan in the event of the railway proving unremu- 
nerative. In conclusion I beg to point out to your 
Excellency that the usual appointment of a 
London mercantile house to issue the loan, and 
of a London bank to receive the deposit and 
instalments, both amenable to the laws of the 
country in which the contract is made, has not 
been resorted to in this instance, and that the only 


-agent named is your Excellency, who being 
accredited to the Court of St. James’s as Minister 


Plenipotentiary, are protected by diplomatic privi- 
lege from personal responsibility for any commer- 
cial act in this country. The favour of your 
reply to these inquiries at your earliest con- 
venience will greatly oblige your Excellency’s 
most obedient servant, Hyde Clarke, Secre- 
tary.” 

636. I see you notice the fact that no bank 
or financial agent is appointed in the prospectus 
to take part in the issue of this loan 1—Yes. 

- 637, Did that catch your attention at once — 
Yes. 

638. I see the only person to receive is the 
Honduras Minister, at the Honduras Govern- 
ment Financial Agency ?—Yes. 

639. That was unusual ?—Yes. 

640. Will you be good enough to read Don 
Carlos Gutierrez’ reply ?—“ Honduras Govern- 
ment Financial Agency, 8, Moorgate-street, 
London, E.C., 24th May 1872. To the Council 
of Foreign Bondholders, Palmerston Buildings, 
Hyde Clarke, Esq., Secretary. Sir,—I have the 
honour to acknowledge the receipt of your letter 
of yesterday, and take the earliest possible oppor- 
tunity of sending you the explanations you 
request with reference to the prospectus of the 
New Honduras Loan. The following is the 
exact amount of each of the Honduras Loans 
unredeemed at the present time by the action of 
the several sinking funds, viz. :—1867, 10 per 
Cent. Loan, 900,700 /. nominal ; the 5 per Cent. 
Federal Loan 1867, 81,280 /. nominal ;_ the 
French Loans, 2,225,904 7, nominal; and the 
1870 Loan, 2,242,5002. nominal. The French 
Loan and the 5 per Cent. Loan are included in 
the conversion, but the conversion is purely 
optional. With reference to your second inquiry, 
it follows as a matter of course that the price of 
issue being 80/. for every 1000. bond nominal, 
bearing 10 per cent. interest ; the actual interest 
subseribers will receive, will be at the rate of 
124 per cent. per annum on the amount of each 
instalment. Respecting your third inquiry as to 
the application of the sinking fund of the 5 per 
Cent. Loan, I beg to inform you that my Govern- 
ment has always faithfully and punctually paid 
the money to Mr. Haslewood for that purpose, 
and that the 1 per cent. sinking fund has always 
been applied to the purchase of bonds in the 


market by Mr. Haslewood, who issued the loan, . 


and the original amount of 90,000 /. has thereby 
been reduced to 81,250 1., at which it now stands. 
I will request Mr. Haslewood to immediately 
favour your Council with the exact amounts of, 
and the date and prices at which he purchased the 
bonds under the action of the sinking fund, should 
you deem it requisite. e hypothecation of 
the custome’ duties of Amassala remains in force. 
‘The Government guarantdes the New Loan 
absolutely, and a general bond to that effect will 
be deposited in the Bank jof England. With 
respect to the further remarks in your communi- 
cation, I have the pleasure| to inform you that 
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my Government has always strictly performed 
its obligations to its bondholders; and with regard 
to my name being the only one appearing in this 
matter, I take this opportunity of stating that 
the bonds will be countersigned (as in the case of 
the 1867 and 1870 Loans) by the eminent 
banking firm of Messrs. Bischoffsheim and Gold- 
schmidt. In the name of my Government, I beg 
to thank you for the interest you have exhibited 
and for your courtesy in calling my attention to 
the several points mentioned, and } assure you I 
shall be happy to afford you any further informa- 
tion you may desire. I have the honour to 
remain, &c., Carlos Gutierrez, Minister Pleni- 
potentiary of Honduras.” 

641. Have you a letter that appeared in the 
“Times,” I think of the 25th of May, with- 
drawing loan?—On the 25th of May. “The 
following from the Minister of Honduras, 
announces the withdrawal of the proposed loan 
of 15,000,000 Z. sterling for the construction of 
a ship railway across that Republic. Honduras 
Government Financial Agency, 8, Moorgate- 
street. May 25th. Sir,—The response of the 
public to the prospectus issued by my Govern- 
ment, asking subscriptions to the joan for the 
projected ship railway across Central America 
not being, in my opinion, sufficient to justify 
the continuance of the receipt of applications, I 
have deemed it consistent with the views and 
motives of my Government. to withdraw the 
same for the present, and await a more favour- 
able opportunity. ‘The applications already re- 
ceived will not be accepted, but will forthwith 
be cancelled. I am, &c., Carlos Gutierrez.” 

642. No money was paid in on application, so 
there was no money to be returned ?—No. 

643. Between the dates of the issue of the 
prospectus, the 22nd May, and that withdrawal 
of 25th May, have you the quotations of this loan 
at a premium ?—I have. 

644. Refer to one or two, if you please ?—On 
the 23rd May 1872, “The scrip was largely 
dealt in this afternoon. It closed at 1} to 1gths 
premium.” This is the “ Times” money article 
on the next date, the 24th of May :' “'The sub- 
scription list for the Honduras Ship Railway 
Loan will close on Monday; the price is 1ths to 
1Zths premium.” On the 25th of May in the 
« Daily News,” “The scrip of the New Honduras 
Loan was somewhat largely dealt in, and closed 
at 13ths to 1gths premium.” 

645. Before that letter appeared of Don Carlos 
Gutierrez, of the’.25th of May, had articles ap- 
peared in different newspapers calling attention 
to it An article appeared in the “ Economist,” 
on the 25th May 1872, headed, “ Honduras Ship 
Railway Loan.” 


646. Will you kindly read the material part of 


that 2“ One of the most remarkable schemes 
which have ever been launched has been this 
week offered to the public. The Honduras 
Republic proposes to construct a railway capable 
of carrying ships of large tonnage between the 
Atlantic and Pacific Oceans. The ship is to 
be taken out of the sea on one side, carried 
across the Isthmus on the railway, and then 
lowered into the sea on the other side. This 
peculiar undertaking is to take 15,000,000 2., and 
naturally, therefore, requires a good basis -of 
calculation. Accordingly, it is stated that, ‘accord- 
ine to official reports presented to both Houses 
of Parliament by Her Majenty’e ae 

E and 


Mr. 
H, Clarice, 


15 March 
1875. 


Mr. 


A. Clarke. 


15 March 
1875. 


34 MINUTES OF EVIDENCE 


Sir Henry James—continued, 


and other statistics, the total tonnage annually 
cleared for shipment round Cape Horn is as 
follows :— 


Tons. 


To and from Great Britain - - 16,000,000 
Mi other European countries 10,000,000 

ah Central America - 8,000,000 

yf United States of America 20,000,000 

Total - - - 54,000,000° 

Eb poetics ora 


And accordingly it is estimated that if the ship 
railway carries only half this tonnage annually, 
and gets 16s. a ton for it, there will remain a 
profit of 10,600,000 7. sterling after paying 
working expenses. Unfortunately the official 
statistics referred to convey no such glowing 
information. So far from England sending 
16,000,000 tons of shipping annually round Cape 
Horn, the amount so passing did not, in 1870, 
exceed 2,000,000 tons. The following are the 
actual statistics, including, we think, every ton 
of shipping which could have possibly gone round 
Cape Horn on its way to or from England. Entries 
and clearances at ports in the United Kingdom to 
and from the following countries (from the Trade ° 
and Navigation Returns for 1870),” and the total 
of entries is 849,505 tons, and the total of 
clearances 872,842 tons, and the grand _ total 
1,722,347 tons. These are the entries and clear- 
ances of ports in the United Kingdom ; all those 
entries and clearances which could possibly have 
gone round Cape Horn, because it begins, for 
instance, with “ Russia,” “ Pacific Ports,” and 
then it takes Porto Rica, &c, Then, the article 
proceeds: ‘“ This is fundamental truth (for every- 


_ thing depends on the tonnage to be carried), 


Being so different from the statement in the 
prospectus, we do not care to.examine too nicely 
its subsequent figures, especially as they relate 
to a complicated problem in dynamics and hydrau- 
lies, as to which hardly any one has much expe- 
rience. If what we can test is so very wrong, 
what we cannot test may be as wrong too. We 
cannot venture to speculate on the probable 
profit or loss of-so strange an undertaking ; it is 
much too remote from actual data for any solid or 
well-grounded estimate. The lenders of the 
money will in our judgment, therefore, have to 
look, not at,the profits of the railway, which are 
figures in the air, and may never be realised, but 
to the good faith and pecuniary resources of the 
State of Honduras. What, therefore, is the 
financial condition of that State? We regret to 
say that we cannot obtain any accounts later than 
the last two years, but from the last which we 
can obtain, it appears that the annual revenue 
was only 172,000 2., of which 60,000 7. was from 
customs; and as 10 per cent., the promised inte- 
rest on the 15,000,0002 required for the ship 
railway, amounts to 1,500,000 2., about 10 times 
the whole revenue of the State would be required 
to pay it, leaving nothing for the ordinary expen- 
diture of the Government; or for its previous 
obligations. We wish also that this prospectus, 
which is very full on many other matters, had 
given equally careful information as to the present 
state of the railway, which was to have been 
constructed out of a loan of 2,000,000 2. obtained 
in this market in June 1870. As this railway 
was of an ordinary kind we should like to have 
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some information about it before we invested in 
the present new and singular undertaking. It 
would greatly have strengthened the confidence 
of the public in the State of Honduras if it had 
appended its prospectus asking for a new railway 
an, Some account of the receipts from its former 
railway loan, and of the manner in which they 
had been expended.” 

647. That appeared in the “Economist” 
which bears date the 25th of Ma: 
know whether it is published on 
or on Saturday 
day morning, 

648. On the same day Don Carlos Gutierrez 
withdraws the loan ?—Yes. 

649. Have you got a letter which is dated 
25th July 1872?—Yes. Before that I have one 
dated 9th July 1872 from him. 

650. Will you read that ?—* Honduras Lega- 
tion, London, 9th July 1872. Sir,—In reply to 
your communication of the 4th instant, made to- 
me in my capacity of Minister for the Govern- 
ment of Honduras at the Court of St. J ames’, 
upon the subject, of the loans of that Government 
to which you make reference, I have the honour 
to inform you that arrangements have been made 
by my Government to provide for the service 
accruing upon its public European debts during 
the present year, 1872. As regards the future, 
my Government will, as hitherto, use its utmost 
endeavours to make provision to maintain "the 
obligations relating thereto. I am not aware 
that either by the bonds or by the conditions 
under which the loans were issued there exists 
op. the part of the Honduras Government any 
duty to provide 12 months in advance or for any 
period beforehand for such service, nor, consider- 
ing the high rate of interest accruing to the 
bondholders hitherto punctually paid, do I think 
that any expectation can seriously exist, on their 
part, that anything so unreasonable should be 
imposed upon my Government; none such have. 
knowledge been attempted with other 
Governments similarly situated. The preme- 
ditated attack made on my Government by 
unworthy speculators, for their own gain, has’ 
been the chief source of the needless panic (for 
my Government has not yet failed to fulfil its 
obligations) in Central and South America se- 
curities, and has ‘produced that great depreciation 
in their value of which you speak; over such 
operations no Government can have control. I 
have already dispatched a trustworthy agent con- 
nected with this Embassy to my Government to 
receive instructions with regard to the loans, and 
to the completion of the Inter-Oceanic Railway, 
the works whereof are so far advanced as that 
the first section has. been furnished'and has been 
in operation since September last, and the re- 
maining sections are in a fair state of progress ; 
upon the return of the said agent, I shall be able. 
to give some more precise information upon the 
subject. I may add that my Government, while 
carrying out the great scheme of inter-oceanic 
communication between the Atlantic and Pacific 
Oceans, and while faithfully, and to the utmost 
of its ability endeavouring to fulfil its obligations 
to the bondholders, has no other interest at heart 
than to devise such means as shall finish an un- 
dertaking of such, great importance to the 
commerce of the world, which when completed 
my Government is advised will provide revenues 
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- more than ample to meet every obligation under- 
taken for its object, and I would fain hope that 
the exertions of my Government to effectuate 
this great work, may be seconded by the bond- 
holders and your Council, and that I may count 
on their assistance to maintain the credit of my 
Government which has yet has not failed in the 
performance of its obligations even in the midst 
of revolutions and wars which unfortunately have 
tended materially to impede the progress of its 
- prosperity and the completion of the railway. 
Whenever I shall receive the further instructions 
of my Government, I shall be prepared to adopt 
such measures, either in concert with the bond- 
holders, your Council, or otherwise as my 
Government shall conceive to be most conducive 
to the completion of the Interoceanic Railway, 
to the welfare of the country, and the maintenance 
of its eredit.—I have the honour to be, Sir, your 
obedient servant, Carlos Gutierrez.” 


651. Now will you read the next ?--On the 
25th July 1872, there is a letter from the same 
to the same: “ Honduras Legation, London, 
25th July 1872. Sir,—I beg to acknowledge 
the receipt of the communication, dated the 18th 
instant, addressed to me as Minister Plenipo- 
tentiary of my Government to the Court of St. 
James’s, and signed by you as Secretary of the 
Council of Foreign Bondholders. The action of 
the association you represent in questioning the 
credit of my Government, involves such grave 
considerations that it will be my duty to submit 
to my Government a report upon the subject, 
and Iam sure you will recognise the propriety 
of supplying the information which I am desirous 
of transmitting at’the same time. I beg to in- 
quire whether the Council of Foreign Bond- 
holders is an institution established or recognised 
by the English law as having er officio or other- 
wise a right to call for information from the 
representatives or the agents of any foreign 
Government in regard to financial operations, or 
is it a mere private trading enterprise ? Of whom 
does the Council consist? By whom, when, and 
how is the Council elected? Are the duties and 
responsibilities of the Members and the Council 
governed by any Royal Charter or other instru- 
ment to which the public can have access? 
I defer any detailed answer to your remarks 
until I have your reply to the foregoing questions, 
but assuming that you are authorised to address 
_ me on behalf of any of the Holders of Bonds for 
the small Federal Debt of Honduras, I request that 
you willfavour me with their names and addresses, 
so that if needful I may communicate with them, 
should the statement which Captain Bedford 
Pim, the Special Commissioner of my Govern- 
ment, will lay before the meeting of Bondholders 
called for next Friday (to-morrow), not be ample 
for their satisfaction. I have the honour to be 
Sir, your obedient servant, Curlos Gutierrez, 
Minister Plenipotentiary of Honduras.” 


652. As we are not aware what were the 
communications you were making to the Hon- 
duras Minister, perhaps the Committee would 
like to know what position your Company took 
up ?—I addressed Don Carlos Gutierrez by 


direction of the Council on the 4th of July, © 


calling his attention to the circumstance that he 
had stated to the Committee of the Stock Ex- 
change that interest was provided on the 1860 
and 1870 Loans, and I asked, “ Does this include 


Sir Henry James—-continued. 
coupons due Ist of January 1873 and December 
1872 drawings.” ; 
653. The letter of 9th July states that pro- 
vision has been made for the liabilities of 1872, 
which would include what was due on 31st De- 
cember 1872 ?—Yes. 

654. What was your letter that gave rise to 
the answer dated the 25th of July ?—On the 
18th of July, I called the attention of Don 
Carlos Gutierrez to the necessity of appointing 
a Receiver of Customs Dues on behalf of holders 
of the 5 per cent. Loan, and I asked, “What sums 
have been applied to the different sections of the. 
Railway,” &c., and I referred to a letter from 
Senor Gutierrez to the Stock Exchange respect- 
ing the resources of Honduras. 

655. Have you got the letter from Senor 
Gutierrez to the Stock Exchange respecting the 
resources of Honduras ?—We do not appear to 
have it in the extract book. 
| 656. Now, we will come to another loan, the 
Honduras attempted loan, at Paris, in 1872. 
You have a circular, I think, signed ‘“ Bedford 
Pim”?—TI have a circular signed “ Bedford 
Pim,” dated “ Paris, 12 December 1872 (private). 
Sir,—It is with great pleasure ” ade 

657. Will you tell us to whom that was ad- 
dressed ?—It was a circular sent out and marked 
private, a printed circular, and sent to some of 
the bondholders; it is, as I say, marked private, 
and dated “ Paris, 12 December 1872. Sir,—lIt 
is with great pleasure I now inform you that final 
arrangements have been concluded by which I 
believe that the Government of Honduras will 
be enabled to meet all its liabilities and to bring 
the Interoceanic Railway to a speedy and suc- 
cessful completion. It has been my most anxious 
desire to justify the confidence reposed in me by 
the bondholders. I have given unremitting at- 
tention to their interests, and congratulate them 
on the present hopeful condition of affairs. At 
the same time I may mention that the financial 
arrangements now made will not in any way 
affect their vested rights, excepting beneficially. 
The details of this arrangement will be’ made 
public in a few days. Iam, Sir, yours obediently, 
Breprorp Pim, Captain, R.N., Special Commis- 
sionr of Honduras.” 

658. Do you know whether any detailed state- 
ment ever was made public ?—No. 

659.. You have no trace of that?—No. 

660. Now you have got the prospectus of a 
Paris loan, I think issued by Captain Bedford 
Pim ?—Yes, the 15th of December 1872. It is 
in French. Ze / 

661. It is headed, “ Financial Agency of the 
Government of Honduras,” and it is emission of a 
loan of 5,000,000 francs or 200,000 /., interest 
at the rate of 10 per cent.; and it is repayable 
at par in 17 years, starting from 1874. ‘Then it 
says that the guarantees are the general revenues, 
« disponibles del’ Etat,” and then all the special 
lands situated “along the Interoceanic Railway 
in construction, of which the first section is al- 
ready madé.” I think that is all that is material. 
The issue price is 70 francs for each 10 francs of 
rente ?>—Yes. 


662: That ‘never was issued, as far as you 
know ?—The French police stopped it. 
663. You do not say that they took it up ?— 
They took up the parties issuing it. 
664. Taking what was mentioned in Don 
E2 Carlos’s 


Mr. 
sl. Clarke. 


15 March 
1875. 


Mr. 
8B. Cracroft. 
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Sir Henry James — continued. 


Carlos’s letter, and also Captain Pim’s, we will 
see when these stopped. First, the Ten per Cent. 
Railway Loan of 1867, I think stands in this 
way: As to capital, there was an emission of 
a million nominal; there were three drawings, 
amounting to 99,3002. leaving 900,700 2. due for 
principal ; the last of those drawings was paid in 
January 1872; none has been paid since ?—No. 

665. ‘That is as to principal; now as to interest, 
I believe there is 225,175 1. due ?—Yes. 

666. And the last coupon, I think, was paid on 
the lst of July 1872 ?—Yes. 

667. Now there is the French Loan of 1869; 
I think the nominal capital of that was 2,490,000/.? 
—Yes. 

668. If it were paid up to September 1872, 
there was 313,0007. to be paid?—We do not 
know; this is our estimate to the best of our 
ability. It is more difficult to get information 
from Paris than London. 

669. You do not know of your own knowledge, 
but if it were paid up to the Ist September of 
1872, it would be 313,0002 paid, leaving 
2,176,0007. due upon that ?—Yes. 

670. Now taking the same debt, if interest 
were paid up to September 1872, the interest due 
upon that amounts to 362,760 /. ?—Yes. 

671. Now there is the Ten per Cent. Railway 
Loan of 1870, 2,500,000 Z. ?—Yes. 

672. The last drawing took place, when; I 
think it was paid, in January 1872; I am speak- 
ing of the 1870 Loan now ?—The last coupon 


was paid on the Ist of July 1872, but the last 


drawing would have been on the Ist of January 
1873, but it did not take place. 

673. I believe the amount paid off the capital 
is 257,500 J. ?--So far as we know. 

674. Leaving 2,242,5007. due upon that loan 
capital ?—Yes. 

675. The last coupon, I think you said, was 
paid on the Ist of July 1872 ?—Yes. 

676. Leaving due, upon interest, 560,600 J. ?— 
Yes, ; 

677. Of course you have only taken the capital 
sum at the nominal issue as appearing in the pro- 
spectuses ?>—Yes. ‘ 

678. You donot know how much the contractor 
absolutely received ?—No. 

679. It is the indebtedness of Honduras to 
which you are directing your evidence ?—Entirely 
80. 
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Chairman. 


680. Obligations to that amount have been 
taken up ?—So we understand from the state- 
ments made, that the whole loan has been issued. 

681. From statements made by whom ?—By 
the contractors. 

682. To the Stock Exchange ?—To the Stock 


-Exchange. 


Sir Henry James. 


683. Now to go back for one‘moment, there is 
the small loan which I will not trouble you about, 
but that is an apportionment of the Federal States 
Loan ; I think the principal due upon that now is 
78,000 2, and the interest due is 1,900 Z. ?—Yes. 

684. The result of those figures added together 


) 
«| 


is this, that the principal due upon these loans, 


as the indebtedness of Honduras, amounts to 
5,398,622 l. principal, and interest in arrears 
1,150,533 1. ; that is correct, is it?—That is so, to 
the best of our knowledge and belief. 

685. That is only indebtedness of the State, 
and not the net sum received by the contractors ? 
—dJust so. 

686. You have in your possession, I believe, 
some letters that have been received by Don 
Carlos Gutierrez from different bondholders and 
forwarded to you?—We have. 

687. Have you also a prospectus of a proposed 
conversion loan, with a map of this railway ?— 
Yes, headed “The Honduras Interoceanic Rail- 
way Company,” with a map (handing in the same 
to the Committee). ; 

688. What is the date of that proposed con- 
version ’—I do not see a date upon it. The last 
document I see quoted is an agreement dated the 
23rd day of December, 1873. 

689. I think you know this, that after the 
stoppage of payment of interest by the Honduras 
Government it was attempted to retrieve matters 
by making the railway, was it not ?—It was at- 
tempted to convert the bonds into railway shares ; 
it begins with that “ Issue of Conversion.” 


Mr. Cave. 


690. Do you know anything about the correct- - 


ness of this map ?—Not at all. This, I believe, 
is part of the ‘“ Honduras Interoceanic Com- 
pany (Limited) ; Debenture Capital, 2,500,000 2.” 

691. The Government do not seem to haye 
anything to do with that, do they ?—We under- 
stood it was under the auspices of the Republic, 
of course. 


Mr. BERNARD CRACROFT; sworn.. 


Sir Henry James. 


692. I BELIEVE you have carefully watched 
the market prices from the official lists of some 
of these different loans ?—I have. j 

693. And have you those quotations in the 
shape of a chart representing the rise and fall of 
these loans ?—I have. 

694. Can you speak to the correctness of what 
appears on that chart, that it is in accordance 
with the official quotation ?—I believe entirely so 
(handing in the chart). 

695. Just explain it a little, if you please. I 
see you put the dates at the top. Begin, if you 
please, with the Honduras 1867. That chart, 
I believe, shows you that it started, taking the 
blue line for Honduras, at the end of November 
or beginning of December ?—Yes. 


Sir Henry James—continued. 
696. There would be apparently not much 
dealing in Honduras till you get to the middle of 
1868 ; in fact you can give us the month, June? 


—About the month of June. 


697. It then appears that you have sprung 


upwards till you have got to the price of 95 


towards the end of 1868 ?—That is so. 

698. Then in 1869, Honduras seems to have 
maintained a range from 80} to 86?—About 804 
to 86. : 

699. In 1870 we get it up to 883, and down to 
684 ?—Yes. - cae 

700. And at the end of 1870 it is brought up 
again to 854 ?—Yes. 5 TAM 

701. In 1871 the highest pomt seems to have 


been 84 ?—Yes. 
702. And 


* rere emma F eeenemesaa 


Sir Henry James—continued. 


702. And about 78 the lowest... In 1872, in 
_ the month of May it was 83. Then there was a 

great collapse down to 60 ?—Yes; then it went 
up again to 70 immediately, and then down to 
42; thea up again immediately to 51, and then 
down to 33. ; 

703. And then, I see, there were slight fluc- 
tuations of price; it now stands at what ?—It is 
now about six. 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


37 


Sir Henry James—continued. 


704. I do not wish to trouble you, but the 
Honduras, that blue line, is an example ofall the 
others ?—That is the loan of 1867; but the other 
prices follow very closely. 

705. That blue line is the 1867 Loan?—Yes; 
these are private charts, kept for my own use, of 
the daily fluctuations (handing them in); this 
public chart is compiled from these. 


Mr. JAMES HART; sworn. 


Sir Henry James. 


706. I BELIEVE you are a member of a firm 
carrying on business at St. Helen’s Place ?—I 
am. 
707. What is the name of your firm ?—J. Hart 
& Company. 

708. What is the nature of your business ?— 
General merchants and foreign bankers. 

709. I believe, in May 1866, you addressed a 
Jetter to the Foreign Office of this country in 
relation to some claim which you had upon the 
Honduras Government; I think it was on the 
9th May 1865 ?—L did, on the 9th May 1866. 

710. Was that the first communication to the 
Foreign Office ?—No, I think not. 

711. When was your first communication from 
the Foreign Office?—From the letter which I 
have before me from the Foreign Office, I pre- 
sume it was on the 10th May 1866. This letter 
js in reply to that of 9th May. 

712. Had you a claim upon the Honduras 
Government at that time ?—Yes, certainly. 

713. Will you please tell us when did you first 
commence to have any dealings with the repre- 

. sentatives ofthe Honduras Government 2—In the 
year 1861 Senor Carlos Gutierrez, who was then 
Minister at this Court, applied to us to discharge 
certain liabilities. 

714, Had you known Senor Gutierrez before ? 
—Yes. * 

715. How many years had you known him ? 
Probably three or four years prior to 1861. 


716. Was he Minister for Honduras then, or’ 


what was he?—I believe he was a clerk to some 
commercial firm in Liverpool, and then he came 
¢o London and remained in London for a time, 
and then he turned into Honduras Minister, or 
was appointed by his Government Honduras 
Minister. 

717. What sum did he apply for in 186] ?— 
Well his Government had to pay Her Majesty’s 
Government a certain amount of money, which 
he asked us to discharge on account of his 
Government. 

718. How much was the amount he had to pay 
to Her Majesty’s Government ?—I think 500 /. 

719. Did you advance that sum?— We did. 

790, What security did you take ?—Well we 
took asecurity. He made a proposal to us to 
discharge this liability that his Government had 
incurred ; he also applied to us for cash for the 
purposes of the expenses of his legation, and also 
to ship munition of war ; he made these proposals 
to us, and a preliminary contract was entered into, 
but we declined to carry it out until that*contract 

was sent to his Government. 
791, What sum did he require in relation to 
his expenses of legation ?—] have down 3751, so 
that L should imagine that would be the correct 
amount. 

0.64. 


Sir Henry James—continued. 

722, And the third sum was for munition of 
war shipped to his Government ?—Yes. 

723.. What was the whole sum you advanced ? 
—J think it amounted to about 4,000 /. 

724, What security did you receive for that? 
—A preliminary contract was entered into, and 
we requested him to send it out to his Govern- 
ment for ratification by his Government. That 
contract contained the hypothecation to my firm 
of all the revenues of the country. 


Chairman. 


725. Revenues, or customs only ?—All the 
revenues from whatever source ; and it was very 
specially drawn, so that those revenues could not 
be alienated either in case of peace or war, until 
our debt was liquidated. 


Sir Henry James. 


. 726. Was it drawn in this country ?—Yes> 
and if my memory serves me rightly, it was 
drawn om our part by Mr. John Horatio Lloyd, 
so that we might have it clear and distinct. 

727. And you had it so?— Yes. 

728. Did you send a copy of that document 
to the Foreign Office ?—Yes, my firm ‘did. 

729. Did you have it back?—The copy was 
left at the Foreign Office. 

730. When was it that it was sent to the 
Foreign Office ?—On 8th November 1564. 

731. Accompanied by a letter from you to the 
Foreign Office ?—Yes; and on the 9th May 
1866, we wrote to the Foreign Office on the 
subject. ; 

739, The document you had prepared is with 
the Foreign Office, as far as you know 2—Yes. 

733, What was the state of things when you 
wrote to the Foreign Office on the subject ?— 
As I mentioned before, in 1861, we discharged 
this liability of the Honduras Government and 
made shipments ; and the contract contained the 
hypothecation of all the revenues. Then we saw 
in the public prints that in 1865 Senor Gutierrez 
was attempting to settle with the bondholders of 


the old Federal debt, and offered a portion of the 


revenues of Honduras as security. 

734, Had you made any application to the 
Honduras Government in the meantime, to obtain 
your money ?—Yes. . 

735. Did you get a letter in the year 1864 
from the President of the Republic in August 
1864?—We did. 

736. Will you please to produce that ?—It is 
dated 24th August 1864; the original is in 
Spanish, and there is an English translation. 

737. Will you read the translation ?—Iit has 
the seal of the President of the Republic, and it 
is dated from the capital “Comayagua, 24th 
August 1864. Messrs. J. Hart & Co., London. 

E3 Dear 


Mr. 
B. Cracroft. 


15 March 
1875. 


J. Hart. 
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Dear Sirs,—TI have before me your favour of the 
16th June last, to which I refer. Your solicitude 
about the amount, which this Government owes 
you from the times of General Guardiola, de- 
serve all, my consideration, and although I am 
full of wishes to comply at once with your said 
wish, the disorganisation and poverty in’ which 
I received the country do not, to my regret, 
allow me to do so; but I have the strongest 
hope that now, that I have regulated the 
monetary resources, particularly the tobacco; I 
shall be able to make you a remittance on ac- 
count of the debt. I have much pleasure in 
subscribing myself your obedient servant”; that 
is signed by the President. 

738. I am afraid the President of the Republic 
of Honduras did not make any remittance ?—He 
did not. 

739. Then, I believe, in 1865, you saw in the 
public print that Don Carlos Gutierrez was 
taking action as to settling with the old bond- 
holders ?— Yes; their portion of the Old Federal 
Loan. 

740, What steps did you take on seeing that ? 
—We then addressed the Foreign Office again 
on the 9th May 1866. 

741, Will you read that letter, if you please? 
—“ My Lord,—On the 25th November 1864, by 
direction of Earl Russell, Mr. Layard honoured 
us with a communication, in reply to a letter of 
the 9th November, addressed by us to his Lord- 
ship. We have deferred acknowledging that 
communication in the hope that when we did so 
we could, at the same time, thank your Lordshi 
for the kind promise contained in it, ‘ that the 
Acting British Chargé d’ Affaires in Guatamela 
would be instructed to do what he could in our 
behalf in obtaining the payment to us of our 
claim against the Honduras Government for 
monies paid to H. B. M. Government, and for 
munition of war shipped to the Honduras 
Government in 1861’; and also for the satis- 
factory result of the influence brought to bear 
upon the latter Government; but we regret to 
state that from the date of our letter to Earl 
Russell to the present! time, the Honduras 
Government have not thought fit to discharge 
any portion of their liability. In the contract 
entered into between his Excellency Senor 
Carlos Gutierrez, Minister Plenipotentiary from 
Honduras, at this Court, and ourselves, and sub- 
sequently ratified by the Honduras Government, 
copy of which contract we had the honour to 
enclose in our previous communication, it was 
expressly stipulated that all the revenues of the 
country were hypothecated to us for the due 
payment of the debt; and could not be alienated ; 
but, notwithstanding this solemn engagement, it 
appeared by the daily papers of this city of the 
25th August last that Senor Gutierrez, duly 
authorised by the Honduras Government, had 
publicly offered to pledge all the revenues of the 
Republic for the payment of interest on certain 
bonds, to be issued in this city by the Honduras 
Government. Through some informality, the final 
negotiation for the present is suspended, but still 
the fact remains as stated. We do therefore 
venture to hope that your Lordship will see fit 
to cause some representation to be made to the 
Honduras Government, in order that our rights 
may not be taken from us, and that other British’ 
subjects may not be led into accepting a security 
which has already been pledged to us, and which, 
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Sir Henry James—continued. 
unfortunateiy, during -the whole period, now 


nearly six years, has not yielded us the value of > 


the smallest coin of Her Majesty’s realm”; that 
is addressed to Earl Clarendon. 

742. Have you there the answer from the 
Foreign Office ?—Yes, on the following day the 
Foreign Office addressed us; our letter is dated 
the 9th May. and on the 10th the Foreign Office 
write, “ Gentlemen,—I am directed b the Earl 


of Clarendon to acknowledge the/receipt of your: 


letter of the 9th instant, relative to your claim 


against the Government of Honduras, and I am. 


to inform you in reply that his Lordship has in- 


structed Her Majesty’s Chargé d’Affaires in. 
Central America to use. his endeavours to - 


obtain justice for you; 
Hammond. 

743. Have you any other letter from the 
Foreign Office ?—Yes, I have one dated 2nd 
November 1866. 

744. Will you kindly read it ?—¥* Gentlemen, 
—With reference to my letter of the 10th of May 
last, Lam directed by Lord Stanley to acquaint 
you that he has received a-dispatch from Her 
Majesty’s Acting Chargé d’Affaires in Central 
America, in which he reports that he has been 
informed by the Honduras Government that by 
a decree of the 5th of March last the customs’ 
duties collected at Amassala were to be appro- 
priated for the settlement of your claims; and 
that should this arrangement not be considered 
satisfactory by you, they have offered to send 
instructions to their Ministers in this country 
and at Paris, to take steps for a more speedy 
payment. ~Mr. Wallis adds, that Amassala is 2 
small village on the Island of Tigre, in the Bay 
of Fonseca, and that as he doubts whether the 
duties collected there would suffice for the pay- 
ment of your claims, he has suggested to the 
Government of Honduras that in addition to the 
appropriation of those duties, they should autho- 
rise their agents in Europe to take steps that 
would lead to a more speedy settlement.” 


Mr. Cave. 

745. Do you know what the security of the 
Old Federal Loan was?—The Old Federal Loan 
was a loan obtained by all the States, and what 
the special securities were I am not prepared to 
answer. 

Mr. Kirkman Hodgson. 

746. Or whether there were none ?— Possibly 

none, 
Mr. Cave.’ 

747. Who were first. in the field as to the 

security ?—We were first in the field as to the 


"that is signed by Mr. 


security, because our security was given in 1861, 


and the bondholders were attempted to be settled 
with in 1865, and they were finally settled with 
in 1866, just before the first issue of the million 
loan. 

748. You do not know whether they had any 
prior security?—They could have had none; 
I cannot tell what any private individual may 
haye, but no public body at any rate had any 
prior security. 

Sir Henry James. 

749. You say that in 1865 your attention was 
directed to the matter by the public press ; just 
see whether that is an article by which your 
attention was called to the matter (handing it to 
the Witness) ?—Yes, — 


750. August — 


Ww! 


Sir Henry James—continued. 


750. August 25th, 1865; it is a statement in 
‘the money article of the “Daily News”: “A 
meeting of the holders of Central American 
Bonds was held to-day, Mr. J. D. Powles in the 
chair, for the purpose of receiving an offer from 
the Government of Honduras, for the settlement 


-of the portion of the debt appertaining to that_ 


Republic, when the following resolutions were 
passed unanimously: Resolved, That this meet- 
ing, having taken into consideration the proposi- 
tion contained in the letter of his Excellency 
Senor Gutierrez, Minister Plenipotentiary from 
the Republic of Honduras, and Senor Alvarado, 
Special Commissioner from the said Republic, 
addressed to the committee of Spanish American 
bondholders, dated 14th instant, for the liquida- 
tion of fhat portion of the debt of Central 
America appertaining to the said Republic, does 
hereby accept the ‘same, and does hereby autho- 
rise the committee of Spanish American bond- 
holders to conclude an agreement with the said 
representatives of the Republic in conformity 
therewith; that on the issue of bonds in con- 
formity with the said agreement at the rate of 
29 per cent. to each holder of Central American 
Bonds, the following words be endorsed on the 
said bonds: ‘ The claim, on the Republic of 
Honduras in respect of this bond is discharged.’ 
That in the event of the representatives of the 
Republic of Honduras being enabled to raise a 
loan for the purpose stated in their letter to the 
committee of Spanish American bondholders, 
dated the 22nd instant, by the creation of addi- 


_ tional bonds to the amount of :80,0002., the said 


bonds may be placed on the same footing as those 
to be created by the foregoing resolutions on the 
following condition: That the assignment of the 
revenue of customs shall be increased from 10 to 
221 per cent., and that from and after the 31st 
December 1870, the amount applied to the re- 
demption fund shall be 16,5007. per annum.” 
What did you get, if aiiy, in relation to your 
claims ?—In 1865, Mr. Gutierrez attempted to 
settle with the bondholders, but did not succeed ; 
and then in 1867 he did compound. 

751. Was that in July 1867 ?—I am not cer- 
tain; I should think it would be July 1867; he 
compounded with the holders of the old Federal 
Loan, and issued a certain amount of stock in 
excess of the claims of the bondholders. 

752. Will you state what that amount was ?— 
Iam only speaking from supposition, because he 
gaye us a certain amount of the stock as collateral 
security ; therefore he could not have given that 
to us if it belonged to the bondholders. 

753. What amount did he give you?— 
£. 15,000. 

754. I suppose your claim had been bearing 
interest ?—For 11 years. 

755. And these! were 15,0007. nominal ? — 
£. 15,000 nominal; but then we merely ascepted 
them as collateral security on an undertaking 
that they should be redeemed. 

756. Whom did you see on the subject? We 
were in constant communication with Mr. 
Gutierrez, and occasionally Mr. Lefevre accom- 
panied him. 

757. What period of time was this ?—In 1867. 

758. Did you at any time see this prospectus 
for the loan in 1867 to an amount of 2,000,000 J. 
instead of 1,000,0007. (handing it to the Wit- 
ness?}—Yes; this was evidently issued as a 
tentative scheme. 

0.64. 
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759. Whom did you receive this from?—I 
should not like to give a decided answer to that ; 
it would have come from Mr. Lefevre or Mr. 
Gutierrez. 

760. This is a Honduras Government Railway 
loan for 2,400,000 7. net, and it is issued at 80 
per cent., and to be redeemed at par in sterling 
within 19 years by annual drawings, and it states 
the state of the Republic: “ The President of 
the Republic of Honduras, being duly authorised, 
has given full powers to Mr. Victor Herran, 
Minister at Paris, and Senor Don Carlos Gutierrez, 
Honduras Minister in London, to contract on 
account of the Government, a loan which will be 
applied to.the construction of an Interoceanic 
Railway :” and it says, “A contract has been 
entered into with a responsible English house for 
the whole line, with stations and rolling stock, 
to be completed within three years, for the stipu- 
lated sum of about 8,000 /. a mile, including every 
outlay.” Then it proceeds with certain descrip- 
tions of the country ?—Yes. 

761. That, as you say, was a tentative scheme, 
and then the 1,000,000 7. loan afterwards came 
out ?—Yes. 

762. That was not proceeded with?—-That 
loan was not proceeded with. 

763. The trustees are left in blank at the end? 
—Yes. 

764, You say you saw Senor Gutierrez and 
Mr. Lefevre on the matter ?—Yes. 

765. Did you urge your claim on them ?— 
Yes. No doubt the Foreign Office had commu- 
nicated with Senor Gutierrez the subject of our 
letter, and then he came to see us. As we 
strongly objected io revenues being hy pothecated 
to the bondholders unless he paid the amount 
that we claimed from his Government, he stated 
that he was utterly unable to do so, but that if 
we would not place any impediment in the way 
he would place these bonds in our hands; and we 
only consented to receive them on condition that 
we should be paid out of the proceeds of the first 
Honduras Loan the amount we have advanced; 
that was in 1867; he entered into a formal engage- 
ment to do so, but we were not paid till 1872. 

766. Have you got the formal engagement ?— 
The formal engagement was delivered up to the 
solicitor, when he delivered back the bonds and 
were paid our claim, but I have the draft letter 
to be signed by Mr. Lefevre. 

767. This (pointing to it) is the proposed letter 
which was afterwards carried out; this is the 
copy ’—Yes. 3 

768. “From Mr. Lefevre to Messrs. J. Hart 
& Co. Gentlemen,—In order that your claim on 
the Honduras Government may not be an obstacle 
to the raising of the Honduras Government Rail- 
way. Loan, contracted for by Messrs. Bischofi- 
sheim and Goldschmidt on 22nd March last, I un- 
dertake, on that loan being floated, so as to be 
officially quoted to buy from you (if not sold\by 
you previously) for 7,300 /. in cash, the 15,000 /. 
in bonds which ‘his Excellency Don Carlos 
Gutierrez has engaged, on behalf of the Hon- 
duras Government, to hand to you in respect of 
your claim on this Government. The above sum 
of 7,300 /. to be repaid by Messrs. Bischofisheim 
and Goldschmidt on my account to you within one 
month after the official quotation of the loan con- 
tracted for by them is granted by the Committee 
of the Stock Exchange” ?—Yes. ; : 

769. You did not* get paid?--No; I believe 

E4 the 


Mr. 
J. Hart. 


15 March 
1875. 
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the first loan was issued in 1867, and we were not 
paid till 1872. 

770. Did you continue to apply for your money? 
—Continually. 

771. What answer did you receive ?—The 
matter was always postponed, and we did not 
apply, perhaps, as frequently ‘as we should have 

one, because it was a dunning business, that was 
not in our way, and therefore the thing hung 
over until we consulted our solicitors, and they 
said it must be brought to an issue; and the 
thing was finally settled in 1872, but not before. 

772. What is that letter that you have got there 
(pointing to it)?—This is a draft letter. Mr. 
Lefevre wished to withdraw the letter that he 
had given us, the draft of which is annexed, and 
proposed to substitute this instead, which we 
declined. 

773. This is the letter which he proposed to 
substitute: “ Gentlemen,—By a letter addressed 
to you on the 1867, I have promised to 
pay you 7,500/. in cash out of the commission 
due to me'by Messrs. Bischoffsheim and Gold- 
schmidt, contractors for the Honduras Govern- 
ment Railway Loan. In August last several 
alterations were introduced in the contract be- 
tween the Honduras Government and the Messrs. 
Bischoffsheim, and the amount of the loan has 
been reduced from three to one million sterling. 
My commission was then of course also reduced in 
proportion, and to such a small amount, that I 
could not deduct anything from it towards paying 
any sum to you. In order to protect your in- 
terest, [ have made arrangements with Messrs. 
Herran and Gutierrez, Ministers in Paris and 
London, of the Honduras Government, that they 
should undertake to repay in cash the old Hon- 
duras debt, of which 15,000 /. in 5 per cent. stock 
I have handed to you in payment of your claim 
against the Government; and by an agreement, 
dated 23rd November 1867, a sum of 46,000 Z. in 
cash is to be devoted by the Government to the res 
payment of the Old English Debt. The agreement 
says that a sum of one million of francs will be ap- 
propriated to the repayment of the English Debt 
due by the Government of Honduras. I therefore 
request you to return me my first letter, and to 
consider all engagements stated therein as null 
and yoid. At the same time I promise, as soon 
as the Honduras Government is in a position to 
devote 40,000 Z. in cash to the repayment of the 
debt, 15,000 2. of which you hold, to inform you 
of it, and to apply the first funds .to the’ repay- 
ment of your claims against the Honduras Go- 
vernment.” What was the date of that ?— Unless 
it bears any date, I am afraid I cannot say. 

774. You refused this draft ?—Yes. 

775.. What took place then ?—The matter stood 
over until 1872, when we saw our solicitor, and 
we were determined to have the matter closed, 
and we received one or two letters on the subject, 
addressed to Mr. Sharp; he acted as solicitor for 
us on the matter. 

776. Have you a letter of 2nd February 1872, 
from Mr. Lefevre ?—Yes (handing tt in). 

777. * Dear Mr. Sharp,—I have received lately 
several letters from Mr. Hart with reference to 
a claim which he says he has upon me, and in 
order that you may be acquainted with the sub- 
ject, I venture to state the following facts. 
Messrs, Hart, previous to bringing out of the 
1867 Honduras Loan, had a claim of 7,000 J. upon 
the Goverment of Honduras, which was paid 
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them by 14,0007. stock of the Old Federal 
Debt of Honduras. This 7,000 7. stock I engaged 
to buy of Messrs. Hart out of the commission to 
be paid to me by Mr. Bischoffsheim on the 1867 
Loan. Well, instead of a profit the loan turned 
out, as you know, a loss, not more than 12,0007. 
having really been placed in the hands of the 
public. Mr. Bischoffsheim gave up the business, 
and I took it up on totally different conditions; 
in fact the whole thing was remodelled, and all 
previous engagements cancelled. Now you are 
doubtless aware that his Excellency Don Carlos: 
Gutierrez has just received by the last mail powers - 
from his Government to have this Federal Loan 
converted into a marketable stock, and I hope 
within a few weeks to complete successfully this 
business, when I shall be in a position to relieve 
Mr. Hart of his 7,000 /. stock, upon which by the 
way, I may state they have received regularly 
half-yearly dividends. Therefore it seems to me 
that Mr. Hart.can easily wait a few weeks more, 
when I shall be in the position to do what I would 
have done before had I had it in my power,” 
That is the letter ?—Yes. 

778. Have you any document to produce ?—I 
have only a receipt for the delivery of the bonds 
to Mr. Gutierrez ( preducing it). This is “ Re- 
ceived, this 8th day of July 1872, from Messrs. 
Judah Hart & Co., thirty 5 per cent. bonds of 
the Republic of Honduras Foreign Debt (Letter 
A.) of 5007. sterling each, with coupons for 
Ist October 1872, from No. 84 to 113 (both 
inclusive), being the same bonds as are comprised 
in a contract of purchase of 23rd April 1867, 
between Messrs. Judah Hart & Company, and 
Mr. Charles Joachim Lefevre, and the original 
of which contract I have also this day received.” 
It is signed by somebody “for His Excellency, 
Don Carlos Gutierrez,” and “ C. J. Lefevre.” 

779. You did not, I understand, get paid this 
claim until this date of the 8th of July ?— 
Exactly. 

780. Have you any other statement to make ? 
—No. 

Mr.- Kirkman Hodgson. 


781. What was Mr. Lefevre, as regarded the 
Government of Honduras; was he their special 
agent ; how came you in connection with him as. 
well as Don Carlos Gutierrez ?—I imagine that 
he was assisting Mr. Gutierrez in his loans, and 
possibly Mr. Gutierrez mentioned to him the 
difficulty he was in as far as we were concerned, 
that he could not pay this debt, and wanted it 
settled, and Mr. Lefevre came in to try to per- 
suade us to accept some sort of security until 
this line was launched. That is the only way in 
which I can account for it. ‘4 . 

782. He was not established in London, was 
he ?—He had an office in Lombard-street. ” badanty 

783. And was a sort of confidential friend of 
Mr. Gutierrez ?—I cannot speak confidentially as 
to that; but I know he came with Mr. Gutierrez. 
and tried to settle this matter. 


Mr. Stanhope. 


784, Amongst other special objects of your 
firm, you are connected with the timber trade, 
are you not ?—No, not at all. 

785. Then you do not know anything about 
the forests of Honduras ?—Nothing, except 
what I have seen in the paper. 

786. Your firm-has no personal knowledge of 
the subject >—No personal knowledge. : om | 

1877 We avd 
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787. We have it in evidence that the public 
announcement was made in England that two 
ships had arrived in England from Honduras 


laden with mahogany. Can you give the Com- 


‘mittee any information on that point ?—I can 
give no dates, but I can say this; our cor- 
respondents of course reside abroad, and we have 
several in Honduras, and one of them sent us a 
bill of lading for a cargo to be sold, not by us, 
but through a broker; the bill of lading was sent 
to us, and the letter of advice states that in the 
event of Messrs. Bischoffsheim handing us a 
cheque for a certain amount (the amount I do 
not remember), then we were to deliver over the 
bill of lading of this wood to Messrs. Bischoffsheim 
& Goldschimdt, and I believe such an opera- 
tion did take place. More than that I do not 
know. 

788. Have you got the bill of lading ?—The 
bill of lading would be: handed over to Messis. 
Bischoffsheim. 

789. It had been handed over to them you 
say ?—Yes. 

790. Can you tell us as a fact whether two 
ships did arrive from Honduras ?—No; I only 
know that that bill of lading passed through our 


- office. 
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Mr. Stanhope—continued. 
} 791. And that is all the information you can 
give ?—Yes. 
Chairman. 


792. You cannot give the date?—I could by 
reference to our books. 


Mr. Stanhope. 


793. You could produce your books, and give 
us the dates ?—Yes. 


Sir Henry James. 


794. Could you give us the name of the ship? 
—Yes, it would be entered in our consignment 
book, 

Sir Charles Russell. 


795. Would your pass book show the amount 
of the cheque ?—No, because it may have been 
paid in with other things. 

Chairman. 

796. Will you bring your books with you next 
time ?— Yes. 

Sir Henry James. 

797. We want the foreign correspondent’s 
letter to you, and your copy letter book, if you 


please, its date?—The copy letter book would 
contain no communication to Bischoffsheim. 


Mr. Witit1am McKerwan; sworn. 


Sir Henry James. 


798. You are Joint General Manager, I think, 
of the London and County Bank ?—I am. 

799. And we see that your bank acted as 
bankers for the Honduras Loan of 1867 ?—It 
did. : 

800. With whom did you first communicate on 
that subject !—The first communication appears 
to be a letter of the 6th November 1867, from 
Messrs. Bischoffsheim & Goldschmidt. 

801. Will you state what the letter is ?—It is 
a letter addressed to the directors of the London 
and County Bank, and it is in these terms: 
« Gentlemen.— We have the honour to inform 
you that we are authorised by the Uonduras 
Government to issue on commission a loan on the 
terms of the enclosed prospectus, and the allot- 
ment of which will be regulated by us, and we 
should be glad to give you the London account 
of the loan on the following terms: Ist. The 
London and County Bank to act as London 


_ bankers to the loan, viz., to receive subscriptions 


and to pay half-yearly coupons, and all bonds to 
be paid off at par by yearly drawings. 2nd. The 
London and County Bank will be entitled to a 
commission of one per cent. upon the issue value 
of all sums allotted in London and paid through 
the bank, and to a further commission of one-half 
per cent. upon all coupons paid by them. 3rd. 
A brokerage of one-half per cent. upon the issue 
value to all London brokers on allotments made 
on their applications will be allowed by the Lon- 
don and County Bank, who will receive and 
deduct such brokerage from the first proceeds of 
the loan. We shall be glad to hear from you 
that you agree to these terms.” 

802. Will you have the goodness to tell 
us what is the usual brokerage that bankers 
charge upon loan issues?—I understand you 
to ask what the usual commission is; that 
would depend very much upon the nature 
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of the business. Perhaps it would be well 
if 1 explained to the Committee what we 
undertook to do for that commission of one per 
cent. We were to receive the applications; we 
were to prepare the lists for allotment, giving the 
names and addresses, and the amount of the 
allotments all in order. Then the allotments 
having been made by Messrs. Bischoffsheim, we 
were to prepare the letters of allotment for them 
to issue. We had then to exchange the receipts 
for the sums paid in respect of the different allot- 
ments. Those receipts would have then to be 
exchanged for the scrip. Then we had to receive 
the instalments on the scrip as they severally 
became due and were paid, and eventually to 
exchange the scrip for the bonds. 

803. That is what is usually done, is it?— 
Yes. 

804. What is the usual commission charged by 
bankers ?—One per cent. 

805. I observe in the letter which you have 
just read:—“ The London and County Bank 
will be entitled to a commission of one per cent. 
upon the issue value of all sums allotted in 
London and paid through the bank, and to a 
further commission of one-half per cent. upon all 
coupons paid by them.” Is that the usual com- 
mission ?—That is the usual commission. 

806. “ A brokerage of one-half per cent. upon 
the issue value to all London brokers on allot- 
ments made on their applications will be allowed 
by the London and County Bank, who will re- 
ceive and deduct. such brokerage from the first 
proceeds of the loan? ”-——That was to be paid to 
the brokers. 

807. Is it usually half per cent., or is it usually 
a quarter per cent.?—1 do not know what is 
usual; it appears to me that that was a high 
price; but I know that it is usual to allow a 


commission to brokers. 
808. 1 think 


Mr. 
J. Hart. 


15 March 
1875. 


Mr. W. 
McKewan. 
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808. I think there was 5 per cent. to be paid 
on application, according to the prospectus ?— 
There was 5 per cent. to be paid on application, 
and 10 per cent. on allotment. 

809. When, after that this was issued, will 
you give us the dates over which application was 
to be made?—The allotment took place in Novem- 
ber of 1867; the loan, as far as 1 remember, did 
not remain open very long. 

810. Cannot you, by reference to your books, 
tell us when the monies were paid in ?—Yes; we 
gave a certificate to the Stock Exchange on the 
4th of December; the 20th of November was 
the date of the allotment; the applications were 
made some few days before; it was not open 
very long. 

811. Have you any reference to know what 
tame was allowed for application, between appli- 
cation and allotment ?—‘‘ Applications received 
from Monday, November the 11th, to Friday, the 
15th of November.” 

812. What sum was paid into your bank, and 
what nominal stock did it represent ?—The 
amount paid into our bank up to the 4th of 
December was 74,782/., and it represented an 
allotment of 501,1007., out of total applications 
of 818,700 2. . 

813. Part of this loan, I believe, was allotted 
in Paris ?—Not that I am aware of. 

814, Then we will get that from other wit- 
nesses. Now, if you please, can you trace at all 
from whom those monies came ?—Yes; this (pro- 
ducing a list) is a list of the names and ad- 
dresses of all the applicants, with the amount 
of their application, and then the amount that 
was allotted. 

815. Will you allow the Committee to see that 
for amoment ?—Certainly. (he list was handed 
tn to the Committee.) 

816. Would you object to leave this list at the 
disposal of the Committee ?—Not at all. 

817. There are a considerable number of appli- 
cants, I think, in that list ?—A considerable 
number. . 

818. Is this all with reference to the 1867 
loan ?—Yes ;4tt all relates to the 1867 loan. 

819. Now, I think you say that 501,1002 
was the sum allotted out of 818,000 7. odd appli- 
cations ?>—Yes, 

820. Why was not the remainder allotted ?—Y 
do not know; we had nothing to do with the 
allotment. . 

821. But can you give us any reason why it 
was not allotted ?—No. ; 

822. Who made the allotment ?—That list is 
signed by the two Ministers. 

823. I find this appended to the list: “TI 
hereby certify that allotments amounting to 
501,500 7. of the Honduras Government Railway 
Loan have been made as stated on this and the 
annexed sheets, under my authority.” That is 
signed “ Carlos Gutierrez, Honduras Minister in 
London,” and then it is counter-signed, “ Victor 
Herran, Honduras Minister in Paris;” and then 
there is this: “The above allotment has been 
reduced by 4002, in~respect of application 
No. 166. Carlos Gutierrez.” ?—I think I can 
venture to say that the allotment was made by 
Mr. Bischoftsheim. 

824. You have stated that the amount of money 
paid in on the 4th of December was 74,782 2. ; 
what became of that money ?—On the 2lst of 
November 1867, we received this letter signed 
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Sir Henry James—continued. < 
by Don Carlos Gutierrez and Mr, Herran, at | 


whose disposal the money then stood:—* Hon- 


duras Legation, London, 21 November 1867. 


To the Manager of the London and County | 


Bank. Sir,—We authorise and request you to We 


hold to the sole order and disposal of Messrs. — 


Bischoffsheim & Goldschmidt, of London, the i 
funds standing at your bank, together with all _ 
future monies that may be paid in to the account 4 
ae 


of the Honduras Government Railway Loan.” 

825. Did you pay the amount to Bischoffsheim 
& Goldschmidt?—Yes; the amount was paid 
over to them. I may state that on the same day, 


I. had a letter from Messrs, Bischoffsheim & Wi 


Goldschmidt, informing us that the persons 
authorised to deal with the accounts opened in 
our books, were the two ministers. 

826. Will you read that letter, if you please? 
—‘‘Founders’-court, Lothbury, London, 21st 
November 1867. To the Manager of the London 
and County Bank. Sir,— We beg to inform you 
that the persons authorised to deal with the 
account opened in your bank, under the name of 
‘The Honduras Government Railway Loan, 


are Mr. Victor Herran, Minister Plenipotentiary | 


of the Honduras Government, residing at Paris, 
and Don Carlos Gutierrez, Minister Plenipoten- 
tiary of the Honduras Government, resident in 
London, whose signatures are annexed below. 


We are, sir, your obedient servant, Bischoff— + 


sheim & Goldschmidt.” On the same date comes 
the letter from the two ministers, directing the 
funds ta be paid in to Messrs. Bischoffsheim & 
Goldschmidt. 

827. Have you a letter of ‘the 16th December 
from Mr. Bischoffsheim ?— Yes. 

828. Will you read that letter?—This is a 
letter to the Manager of the London and County 
Bank. “ Founders’-court, Lothbury, 16th De- 
cember 1867. Dear Sir,—A settlement for the 
Honduras R. W. Loan having heen granted by 
the committee of the Stock Exchange, we 
request you to be good enough to transfer the 
balance, at present standing in the credit of this 
account, to the credit of owr own account with 
you. Will you please acknowledge receipt of 
this. We are, dear sir, yours truly, Bischoff- 
sheim & Goldschmidt.” 

829. And that you did?—Yes; I may say 
that Messrs. Bischoffscheim & Goldschmidt did 
not keep a banking account with us; they 
opened an account for this purpose. 


830. Did that sum of 75,000/., which you have | : 


mentioned, represent the money that was paid in 
on application and allotment ?—-Yes. 

- 831. You were to receive the remainder of the 
instalments ?—Yes. M4 

832. What did you receive ?—I find that 
during the year 1868, the whole of the year we 
received 56,800/, representing instalments of 
the 1,000,0007. supposed to be out. 

833. That was in addition to that 75,0002, >— 
Yes. 

834. Now, what did you receive in 1869 ?— 
£.6,724. So that 63,5247. was the whole amount 
paid to us in respect of instalments subsequent to 
the amount on allotment. 

835. Who received the other sums of instal- 
ments ?—I cannot tell you. 

836. But did you make no inquiry ?—No. 

837. Will you explain the matter to the Com- 
mittee ; you under this prospectus were to receive 
instalments paid on this 1,000,0002Z. loan; who has 


ted 


had a 
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had that ?—-The scrip was exchanged, that is for 
the receipts; there were certain allotments, 
amounting to 501,000 7. Payment on application 
was made, and those receipts were then exchanged 
for script to the holders; the scrip really went 
from us to the extent of 500,000 7. 

838. I suppose definitive bonds were given 
at some time?—We never had any bonds de- 
livered to us from first to last. 

839. Did mot Messrs. Bischoffsheim give you 
any ‘—No, 

840. When persons came in and paid these 
instalments, amounting to 63,5247. did they 
bring you scrip ?—Yes. 

841. But they never brought any bonds, as I 
understand you? — They never brought any 
bonds. 

842. Inasmuch as you had issued scrip, as I 
understand, for 500,000 /., and you only seem to 
have had it brought back to you to the extent of 
63,524 /., have you any suggestion to make as to 
the persons to whom the rest of instalments were 
paid ?—The only suggestion that I can make is, 
that the allotment to the extent of 500,000 7. was 
not a bond fide allotment; that is to say, that it 
was allotted to those applicants, but that 1t was 
brought back again in the market. 

843. I suppose you mean that it was bought 
back again by the contractors, or by some one on 
their behalf ?—Yes. 

) 844. And they would treat them as if they 
were fully paid up, and place them on the Stock 
Exchange ?— Yes. 

845. That is the only suggestion that you can 
make as to what became of the rest of those 
instalments ?—Yes. 

846. What price they were sold at you have 

no means of knowing ?—No. 
) 847, If the contractors re-sold them at the 
price, say of 697. to Mr. Lefevre, and Mr. Le- 
fevre could work them up to 97 /.,. of course he 
would get the difference between the 697. and 
the 97 7. ?--No doubt. I may mention that the 
sums which were put to the credit of Messrs. 
Bischoftsheim were drawn out by them. 

848. With regard to the 56,8007. in 1868, and 
the 6,724 7. in 1869, Messrs. Bischoffsheim, I 
suppose, drew them out?—Yes. The first sum 
which was transferred to them, that is the balance 
on December the 17th, was 75,4732, and three 
days after that they drew out 70,000/.; that 
went into their own bankers, I suppose. 

849. Are those all the documents that you 
have to give usin relation to 1867 ?—I have a 
great many papers, anda great deal of correspon- 
dence here, but I do not know that it would help 
you; you would probably like to see one of the 
bonds; this is a bond of 1867 which was paid 
(producing it, and handing tt in to Sir Henry 
Janes). 

850. Was this one withdrawn ?—Yes. 


851. Did you know anything at all of the 


issuing of the 1869 Paris Loan?—No, I never 
heard of it. 

852. When did you first hear of it?—I first 
heard of it from one of the bonds accidentally 
coming into the bank, and our not being able to 
understand what sort of a bond it was. 

853. When did that bond come into your 
bank ?—I cannot tell you the date. 1 have not 
myself attended to the details, but it was brought 
to me by one of the clerks. 

854. Did you make any inquiry about it ?— 
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Yes, we sent over to Mr. Lefevre, and he said 
that we had nothing to do with it. 

855. Now, you had charge of the 1870 loan, 
had you not ?—Yes., 

856. Of course, as you say, at that time you had 
never heard of the Paris Loan ?—No, I had not. 

857. Have you got the prospectus of the 1870 


loan ?—Yes (producing it). 


858. In this prospectus I find this stated :— 
«This loan raised is to complete the Interoceanic 
Railway, and to place the line from sea to sea in 
thorough and efficient working order. Asin the 
case of the previous loan, the proceeds of the 
present loan will be paid into the hands of trustees 
appointed for that purpose.” Who instructed 
you in relation to the 1870 loan?—The instrue- 
tious came in the first instance in a letter from 
Mr. Gutierrez. That letter, unfortunately, is 
missing. I find it was lent to Mr. Lefevre, who 
was a sort of financial agent for the Ministers. 
It was lent to him to enable him to obtain a 
settlement, and we could never get it back again. 

859. Have you applied for 1t?—Yes, under 
the date of the 26th of July 1870. This is a 
letter addressed to Mr. Lefevre on the subject: 
‘* Dear Sir,—I shall esteem it a favour if you 
will return to me the letter of Senor Carlos Gu- 
tierrez, dated 17th June last; also the certified 
prospectus mentioned in the same.” They said 
the Stock Exchange had it. We applied on the 
17th of August in the same year in the following 
letter, addressed to Mr. Lefevre :—“ Referring 
to the request contained in my letter of the 26th 
ult., I shall esteem it a favour if you will return 
to me the letter of Senor Carlos Gutierrez, dated 
17th June; also the certified prospectusmentioned 
in the same.” But we could not succeed in 
getting it. 

860. As far as you know, therefore, Mr. Le- 
fevre has got it >—Yes, as far as we know. 

861. Were the terms the same as in the pre- 
vious loan ?—No; in this loan we were simply to 
receive the letters of application which were ad- 
dressed to Don Carlos Gutierrez, and send those 
letters over to his office, which was the office 
really of Mr. Lefevre, No. 80, Lombard-street. 

862. There was no money to be received on 
application this time, but only on allotment ?— 
Just so; nor were we to prepare the lists for 
allotment; we were only to exchange the reseipts 
given on allotment against scrip, and the scrip 
for the bonds. 

863. Have you any correspondence on the 
subject ?—Yes, | had a letter from Mr. Lefevre, 
dated the 18th of June 1870, and it is in these 
terms :—“I beg to confirm you in writing the 
following arrangements made verbally between 
ourselves about the Honduras Railway Loan for 
2,500,000 2, viz.: Ist. A sum of 2,000 /, in cash 
will be paid to the London and County Bank 
within three days after settling day on the Lon- 
don Stock Exchange. 2ndly. A comniission of 
one half per cent. will be paid to the London 
and County Bank upon all coupons, and also all 
the bonds repaid at par by annual drawing.” 

864. Now what amount of application did you 
receive ?—That I cannot, of my own knowledge, 
tell you. Ihave a letter from Mr. Gutierrez of 
the same date, the 18th June 1870, to the fol- 
lowing effect: “ Referring to my letter of the 
17th mstant, I have to request you to deliver to 
Mr. C.J. Lefevre, for me, any letter of appli- 
cation for the Honduras Loan, 1870.” I should 
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also state that I have here a notarial translation 
of the papers granted to Mr. Gutierrez for raising 
this loan. 

865. Will you hand it in, if you please ?—Yes. 
(The same was handed in, vide Appendix.) The 
letters were sent in, and we were furnished with 
a list of the allotments that had been made. 


866. Would that show you for how much the 
public applied, as distinguished from the amount 
allotted ?—No, they have only given here the 
amount allotted. 

867. How much is that ?—£. 2,463,200. 

868. As against 2,500,000 2. ?—Yes. 

869. Now how much have you received ?— 
We gave a letter to the Stock Exchange on the 
2nd July which showed that on that day we had 
received 396,7502. 2s. 9d., and paid 11s. for 
stamps, I suppose. 

870. What per-centage was that?—That was 
15 per cent. 

871. Was that 15 per cent. upon the whole 
sum allotted ?—Yes, it would very nearly come 
to it. rl 

872. What further amount have you received 
beyond the 15 per cent. allotted; did your bank 
receive these instalments subsequent to the allot- 
ment money ?—Yes, since that 396,750/.; we 
have received 110,0002. in round numbers. 
Really the total receipts were 507,630 J. 

873. Who has received the rest ?—I imagine 
that the original allotment of 2,463,000 2. was, as 
in the former case, not a bond fide allotment, but 
that the stock was bought back again. 

874. If it had been a bond fide allotment could 
the allottees have paid anywhere else but to you ? 
—No. 

875. And then as to the price at which this 
was raised in the market and the dealings with 
it, you know nothing more than you do of the 
1867 loan ?—No. 

876. Who has had that 507,630 . °—£.370,000 
went to Mr. Lefevre, under the authority of the 
Minister. 

877. When was that ?—2£.350,000 was drawn 
about the middle of July by Mr. Lefevre, to be 
put to his credit, [~mean; I recognise many of 
the names as being the names of brokers; 
47,000 7. went to Messrs. Bischoffsheim & Gold- 
schmidt, and the balance, 90,415 /., went to the 
general trustees. 

878. Who were they, please?—The general 
trustees at that time were Messrs. Davids and 
Barnes; they had been general trustees before. 

879. Did you honour their cheques, or did you 
place them in account, or what did you do as to 
this 90,000 Z. ?—This was placed in different sums 
to the credit of these persons, and they drew it 
out by cheque. I know they were general trus- 
tees, because they were referred to in the corre- 
spondence ; but we have it in the names of two 
persons. 

880. Were they trustees in the 1867 loan ?— 
They appear to have been trustees in the 1867 
loan, because the account was open before the 
1870 loan was issued. 

881. Who is Mr. Davids?—Mr. Davids, I 
believe, was a confidential clerk of Messrs. Bisch- 
offsheim. 

882. One of the general trustees for the public 
was a confidential clerk of Messrs. Bischoffsheim ? 
—Yes. 

883. Who was Mr. Barnes ?—I did not know; 


Sir Henry James—continued., 


but I believe he. was in the service of Messrs. 
Waring. 

884. They were contractors with the Honduras 
Government for the loan ?—Yes. 

885. They are the only trustees you knew ?— 
At that time; I should say that Mr. Barnes died 
in 1871, when the trustees were Messrs. Ford 
& Widdecombe, who, I believe, were both public 
accountants. 

886. How much was left in 1871 when they 


‘became trustees; what funds’ had you?—There 


was a very small balance on the account of Messrs. 
Davids & Barnes; but in the account of Messrs. 
Ford & Widdecombe there were very large sums 
paid in between August 1871 and December 
1872. 

887. Paid in by whom ?—Simply as cash. 

888. By allottees, do you mean ?—No, simply 
as cash. 

889. Paid in on account of what ?—On account 
of these two persons. 

890. By whom ?-—I cannot tell you. My sur- 
mise is that it was the account in which these 
bonds were being placed to the public. 

891. You suppose that they were then being 
placed on the market, and the production of the 
sales to the public paid in ?—Yes. 

892. Give me the amount paid in, not under 
instalments, but paid in in that way ?—I will 
give you the account first of all of Davids & 
Barnes; from the time of the opening of that 
account in July 1869 to its close, there had been 
paid in 423,666 7 to the credit of Davids & 
Barnes. 

893. When did that close ?—It closed in 
August 1871. 

894. Then part of that must have been the 
1867 loan?—Part of that must have been -the 
1867 loan. 

895. Now, how much was paid in to Messrs. 
Ford & Widdecombe ?—In the account of Messrs. 
Ford & Widdecombe between August 1871 and 
December 1872, which was really the end of that 
account, it was 910,900 2. I am giving these in 
round figures. 

896. Can you give me no information whose 
hand would bring these; would they be sent by 
Bischoffsheim or Lefevre, or the broker ?—Pro- 
bably’by Lefevre; he seemed to be the manager 
of the whole matter. 

897. Have you no trace who paid these monies? 
—No, they were paid over the counter. 

898. You have no letter from Mr. Lefevre 
paying in that money ?—No. 

899. Did you know that Mr. Widdecombe was 
a clerk to Mr. Sharp, Messrs. Bischoffsheim’s 
solicitor ?—No, I did not know that. 

900. When you said that Ford & Widdecombe 
were a firm of accountants, had you any know- 
ledge of that ?—No, I was told that. I inquired 
who they were, and I was told that they were 
both of them accountants. 

901. Who has drawn this money out ?—The 
money has been drawn out, as far as I can trace 
it,in this way. I will give you Davids & Barnes 
first. I must state here that the greater portion 
of the cheques on that account were drawn to a 
number, and therefore there is no clue. 

902. But were any drawn to individuals ?—I 
have extracted the following sums: to Mr. Bis- 
choffsheim, 34,438 /.; to Mr. Brunlees, who was 
the engineer, 12,923 J. 

903. He is the engineer who gives the certifi- 

cate 
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cate and statement as to the Ship Railway Loan 
of 15,000,000 7.?—Yes, I suppose so. Then to 
the name of Mr. Gutierrez, 62,183 J. 

904. To his name personally, do you mean ?— 
Yes. With some very unimportant sums, those 
are really the three principal payments in which 
the name appears in the account of Davids & 
Barnes. 

905. Can you trace the payments in Ford & 
Widdicombe’s account?—I can trace it much 
more closely in the case of Messrs. Ford & Wid- 
dicombe. The payments to Mr. Lefevre during 
the whole course of the account were 640,665 2. ; 
to Mr. Gutierrez, 85,914/.; to Waring, 31,2541; 
to Brunlees, 6,675/.; to Pim, 101,025/.; to 
Freshfields, 1,854 2. ; and then, in 1873, the final 
cheque is 3,852 1., Gutierrez & Pim. 

906. What is the date of that ?—I will furnish 
that afterwards. 

907. I suppose this is Captain Bedford Pim? 


‘—I do not know; I only know it as we find the 


name in our ledger. 

908. Have you any other traces of the disposal 
of the money?—I think not. The account of 
Lefevre was a very heavy working account; for 
these sums, which were paid to him, I have no 
doubt were paid into his own account; but the 
payments out there appear to be mainly to Stock 
Exchange names. 

909. Had you anything to do with the draw- 
ings ?—No. 

910. When these sums were drawn, who found 
the money to pay the drawings ?—I can tell you, 
as regards both loans, I think. Of the drawings on 
the 1867 loan, the 3lst December 1869, was the 
first drawing, 30,0007. The money was provided 


_ by Messrs. Bischoffsheim to the extent of 19,2202., 


which represented the amount of bonds in circu- 
lation; that is, that of the numbers of those that 
were drawn 19,2207. were only in circulation, 
and therefore would have to be paid. I have the 
drawing lists here. ; 


911. Where were the other bonds then?—I 
take it they had not been placed to the public 
through the Stock Exchange. 

912. I think there is another drawing subse- 
quently, when more had been placed to the publie 
through the Stock Exchange, which was 3 per 
cent. accumulative ?—On the 31st December 1870, 
the drawing was 33,000/. 


913. So that between the last two dates, which 
you haye given us, they had placed the whole, 
between the 19,0007. and the 33,0007. ?—Yes. 

914. Who found this last money, 33,0001, ?— 
It was found by Mr. Lefevre. On the 31st 
December 1871, the drawing was 36,300/., which 
was again 3 per cent. accumulative. 

915. This is all the 1867 loan?—Yes; the 
whole amount of that last was provided by Mr. 
Lefevre. The interest on the loan, payable up 
to July 1870, was provided by Bischoffsheim and 
Waring, who had opened an account for the pur- 
pose of accumulating money to pay this interest ; 
they paid in money to the account of Mr. Henry 
Bischoffsheim and Charles Waring. 

916. Of course the source from which that 
money came you would not know?—No; I do 
not think I have any means of telling you that. 

917. You never had any communication with 
Honduras; no timber ?—No. 

918. Does that finish the 1867 transaction ?— 
Yes. The whole amount was 970,000/.; that 
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Sir Henry James—continued. 
was the whole amount in the hands of the public 
on the Ist of July 1870. 

919. When was the last payment of interest on 
the 1867 loan ?—I have not that here. 

920. When was the last sinking fund pay- 
ment ?-—December 1871. 

921. There would be none due until 1872, and 
that was not met ?—Yes. 

922. Will you go now to the 1870 drawing, if 
you please ?—The first drawing of the 1870 loan, 
was on the 3lst of December 1870; 75,000 /. 

923. That was the proper sum on the whole, 
was it ?—That was the proper sum, 3 per cent. 

924,-Where did the drawings take place; 
would it be at Mr. Venn’s office ?—I have here 
the lists which were furnished to us, which I can 
leave with the Committee. This (producing it) 
is the advertisement of the bonds drawn. ‘They 
were drawn at the Honduras Legation in London, 
in the presence of Don Carlos Gutierrez, 
Minister Plenipotentiary at the Court of St. 
James’s, of the Republic of Honduras, and 
James Charles Kirkham, Esq., for the agents of 
the Honduras Government, and of Mr. William 
Webb Venn, junior, Notary Public. Numbers 
of honds drawn.” 

925. Who found that money ?—That money 
was found by Lefevre, but the only amount that 
was required to pay bonds in the hands of the 
public was 9,600 1. 

926. Where was the rest?—The rest would be, 
I suppose, with these financial people, they had 
not placed them. 

927. The public had only 9,600 . ?— £. 9,600 
represented the portion drawn. 

928. This document you have put in shows 
the number of bonds drawn ?—Yes. 

929. Part are scratched out in red ink and 
part are scratched out in black ink ?—Yes. 

930. Do the numbers scratched out in red ink 
represent only what were drawn ?—They repre- 
sent only what we would have to pay, I think. 

931. That is the only sum that persons could 
apply for in the hands of the public ?—Yes. 

932. I see there were bonds drawn here of 
different numbers ; for instance, one batch com- 
mences with the number 6,653, and then it runs 
to 24,984. None of those bonds appear to have 
been handed to the public at all ?—No. 

933. Those numbers of bonds were all drawn 
according to the prospectus ?—I imagine so. 

934. Do you know whether there was an ad- 
vertisement put out to the public, that all those 
hadbeen drawn, and would be paid on a certain 
day?—I do not know. 

935. At any rate, you only paid the 9,600/.? 
—Yes. 


936. What is the next drawing ?—The next- 


drawing was on the 29th of April 1871; 50,000 /., 
an extra drawing. 

937. Do you know how that extra drawing 
came to be given to the public ?—No, I do not. 

938. How much had the public got of the loan 
by that time?—The share of the public, if I 
may use such a term, was 15,500/. out of the 
50,000 2. 

939. This is an extra drawing only on the 
1870 loan, not on the 1867 loan ?—Only on the 
1870 loan. 


940. At that time about one-third had got out_ | 


to the public, and two-thirds remained in?— 

Yes. 
941. In your opinion, would these drawings 
F3 facilitate 


Mr. W. 
McKewan. 


15 March 
1875. 


Mr. W, 
McKewan. 


15 March 
1875. 
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facilitate the disposal of the unissued stock ?—I 
should think they would. 

942. Who found that money, please ?—Mr. 
Lefevre. 

943. When was the next 
On the 30th of September 
50,000 7. 

944. How much then had got to the public ?— 
The public had about half, 24,600 Z. ‘ 

945. The rest drawn, but not paid ?—Yes. 

946. Was that the last drawing?—The last 
drawing was on the 30th December, and the 
drawing then was 82,500/., and the public got 
70,000 7. 

947. So that at that time about seven-eighths 
had been got out into the public hands ?—Yes. 


extra drawing ?— 
1871; that was 


948. And did Lefevre find the money for 


that ?—Yes ; on the Ist of July 1872, she account 
with the public was 2,242,500 i, being the balance 
of the loan. The total drawings have been 
257,5001., which you will find just makes up the 
2,500,000 2. 

949. De you know whether, as to the numbers 
of the bonds drawn, a list is furnished to the 
Stock Exchange ?—I do not. 

950. ‘That does not come within 
ledge ?—No. 

951. At any rate, there was a printed list 
handed to you, showing all the bonds drawn ?— 
Yes, I have them here. 

952. And all this money, you say, was found 
by Lefevre ?—All the money for the 1870 loan 
came from Lefevre. 

953. Were you applied to to become the 
bankers for the 15,000,0007. loan for 1872 ?—Yes. 

954. I see your name does not appear on the 
prospectus; how is that?—We did not give our 


your know- 


~ consent. 


955. You declined ?—Yes. 
956. And then the prospectus appeared with- 
out the banker’s name *— Yes. 


Mr. Walter. 


957. I wish to know whether I am correct in 
supposing that this system of drawing bonds 
practically amounts to a discount on the sum 


Mr. Walter— continued. 


paid in in the shape of lottery tickets ?—You 
mean that issuing a loan ata discount, say at 80 
per cent., and having a drawing very soon at 
100, is in the nature of a lottery. Practically it 
is; every man has a chance of getting his bond 
drawn, and getting 20 per cent. more at once. 


Mr. Kirkman Hodgson. 


958. Through whom did the loan originally 
come to the London and County Bank ?’—Through 
Messrs. Bischoftsheim. 

959. They did not bank with you, I think ?— 
No. Imay say that I have no doubt that Lefevre 
was the man who came first; but it never as- 
sumed any shape until we got this letter from 
Messrs. Bischoftsheim that I have put in. 

960. Had you any knowledge of Lefevre ?—I 
had known him for two or three years, We had 
a transaction with him some few years ago in con- 
nection with the Ottoman Bank. . 

961. What was his business; for we knew little 
of him in the City ?—1 only judged that he was 
a sort of financial agent. - 

962. He was not authorised by the Govern- 
ment of Honduras to represent them in any way 
whatever, was he ?—No, he was only authorised 
by the Minister here. 

963. Who, in fact, lived with him; had the 
same office with him, at any rate ?—Yes. 

964. Are there a good many of these financial 
agenis about ?—I really do not know. 

965. Not quite so many as there were, are 
there ?—I should think not. 


Mr. Ellice. 


966. Who applied to you to take the account on 
the second loan, when you refused it ?—Lefevre. 
You are alluding to the Ship Railway Loan, as I 
understand you. ? 


Mr. William Shaw. 


967. Did you make any investigation as to the 
character of the loan, or the security, before 
taking it ?—No. 

968. You just took it as a matter of profitable 
business ?>— As a part of our business as bankers. 
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Mr. James Hart, re-called. 


Mr. Edward Stanhope. 


969. HAvE you the information which you 

promised the Committee on the last occasion ?— 
Ihave. Since I was last before this Committee 
I have referred to the matter mentioned by the 
Honourable Member for Mid-Lincolnshire, and 
find that one of our correspondents in Honduras, 
Mr. P. Leitselar, advised my firm, under date 
24th May 1870, that he had sold to the “ Comité 
Empresario” (what that may be I cannot very 
‘clearly explain; it is a Spanish word, but I 
should fancy it means agents of some sort) a 
cargo of wood, and in virtue of this arrange- 
ment he had bills of exchange to the extent of 
2,000 7. on Carlos Gutierrez, and in the event of 
said bills being duly honoured, then my firm was 
to deliver the bills of lading to Bischoftsheim and 
Goldschmidt. The bills were refused accept- 
ance by Carlos Gutierrez on presentation, 14th 
April, but were subsequently paid at maturity, 
18th July 1870, by Bischoffsheim and Gold- 
schmidt on the 24th August in the same year. 
My firm received from Mr. Leitselar the bill of 
lading of a cargo of wood, shipped per “ Queen 
of the South,” which bill of lading I will hand 
in a duplicate of, and in accordance with the in- 
structions of the said P. Leitselar, my firm, on 
the 26th August, delivered the said bill of lading 
to Bischofisheim and Goldschmidt. The receipt 
from Messrs. Bischofisheim and Goldschmidt I 
have also found for that bill of lading (handing 
it in). 

970. Where is that place Amapala, where the 
* Queen of the South” was loaded ?—You may 
remember that on the last occasion it was re- 
ferred to by the British Chargé d’ Affaires as be- 
ing a small village on the Pacific. It is the 
principal port of entry for Honduras. It will be 
obsexved that the “ Queen of the South” was 
loaded at Amapala on the Pacific, and not in 
Truxillo on the Atlantic, as advertised in the 
“ Times” on the 11th June 1870. It was adver- 
tised in the “ Times,” then, as being loaded in 
Truxillo, which is not a fact. I do not know 
the reason of putting that place in, except that 

0.64. 
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Truxillo was the site of the works of the railway 
company on the Atlantic. 


Chairman. 


971. It really came from the Pacific side ?—~ 
Yes, it really came from the Pacific side. 


Mr. Edward Stanhope. 


972. The “ Queen of the South” was one of 
the four vessels mentioned in the advertisement ? 
—It was. I have referred to the advertisement, 
and I find it was. 

973. Have you a letter from your corre- 
spondent of that date, enclosing the bill of lading ? 
—Yes (handing it to Mr. Stanhope). The date 
that it was received was the 24th of August, and 
the bill of lading was handed over on the 26th to 
Messrs. Bischoftsheim. 

974. The letter is dated the 15th of July ?— 
Yes, that would be from Honduras. I have 
made a postscript at the foot of the letter when 
it was received. 

975. I see that in this first letter, May the 24th, 
they speak of “the Committee of Honduras” ? 
—You will observe that at the top of the bill of 
lading you will find ‘* Comité Empresario,” and I 
cannot give an explanation of that word “ Em- 
presario ;” it means anything or nothing. Em- 


presario means a person who undertakes any- | 


thing. 
Sir Henry James. 


976. It is a private company not the Govern- 
ment ?—I should imagine not, the translation 
would not carry out that signification. 

977. Do you know where Puerto Caballos is ; 
that is the starting point of the railway I think 
upon the Atlantic side ?—I am not personally ac- 
quainted with it. 

978. You spoke of Truxillo being the place of 
the railway works; do you know how far that is 
from Puerto Caballos ?—No, I cannot say. 

979. Your dealing was an ordinary matter of 
business ?7—Yes. ‘The letter I have handed in 

R4 will 
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will show in what way we received that bill of 
lading ; that it must have been a cargo bought 
by these gentlemen who represented the com- 
mittee. 


Mr. Bourke. 


980. As to the hypothecation of the revenues of 
Honduras, you said that they had been all 
hypothecated to you for 4,000 2. ?—That is about 
the amount within a hundred, more or less; about 
4,000 7. The whole amount of the debt was 
about 4,000 7., and all the revenues of the coun- 
try were specially hypothecated to secure the 
payment of that debt. 

981. Are you quite sure that all the revenues 
of the country were hypothecated ?—Positive ; 
we should not have advanced it otherwise; no 
particular port, but all the revenues. 

982. In one of the letters put in I see there 
is a statement of the revenues of one town being 
hypothecated ?—I should like to refer to that 
letter, because I think you are under a misappre- 
hension. , 


Sir Henry James. 


983. I understand that the original contract 

under which the hypothecation took place is in 
the possession of the Foreign Office?—No, a 
copy of it. 
- 984, And I think you gave us the date on 
which it was sent to the Foreign Office ?—Yes, 
all the revenues are specially hypothecated in 
payment of this advance made to Mr. Gutierrez, 
and with a special condition that they could not 
be alienated in any way, either in peace or in 
war. - 


Mr. Bourke. 


985. Was that by deed ?—That was first of all 
signed by Mr. Gutierrez here; that hypotheca- 
tion was drawn up in legal form, I think, by Mr. 
Lloyd. 

986. Are you sure?—I am sure it was drawn 
up by a barrister under the direction of Messrs. 
Oliverson & Co. We declined to act under the 
signature of Mr. Gutierrez, and we required that 
contract to be sent out to Honduras to be 
solemnly ratified by the Honduras Government, 
and it was ratified by the Executive, the Presi- 
dent, and the Secretary of State, and returned to 
us. When we received it back we made the ad- 
vances, and not before. I think you have also 
in evidence our original letter inclosing that; but 
I am quite positive on the points on which I have 
answered the Honourable Member. 

987. What was done with the 4,0002.?— 
A portion of it was paid to Her Majesty’s Go- 
vernment; a portion of it was paid to Mr. Gu- 
tierrez for the expenses of his legation; and a 
portion of it was laid out in the purchase of guns 
and munition of war to be sent to Honduras. 

988. How much was laid out in the purchase 
of munition of war and the guns?—I cannot say 
exactly, but I suppose about 2,000 7. to 3,0002. 

989. Out of the 4,000 2. ?—Yes. 

990. And you supplied those guns?—Yes, by 
direction of Mr. Gutierrez. 

991. As contractors?—We shipped them as 
merchants; I do not exactly understand the dis- 
tinction which you are drawing. 

992. So that 3,0002. out of the 4,000/. you 
supplied as merchants ?— Quite so. 


Mr. Bourke—continued. 


993. Was there any price agreed upon for the * 


guns at the time ?—They were purchased under 
the direction of Mr. Gutierrez; he was here at 
the time. 

994, Purchased of you?—No, we do not sup- 
ply them ; we buy them from manufacturers, and 
ship them by order of Mr. Gutierrez. He tells 
us to purchase the muskets, or whatever the 
things may be, and we purchase them and pay 
for them, and receive a commission, and the goods 
are sent abroad. 

995. What commission did you charge ?—It 
woulda be in the document; I cannot speak with- 
out referring to it. 

996. And you are certain about the sum of 
3,0007., are you?—No, I am not certain as to 
that, but I am certain that the total was about 
4,000 Z. 

997. But was not the whole of that 4,000 2., in 
fact, a payment for a contract that was made with 
you by Senor Gutierrez?—No. Pardon me; on 
the last occasion I handed in a receipt from the 
British Government for 500/.; and I say that 
the total amount of the debt could not have ex- 
ceeded 4,0001.; so that it could not all have - 
been laid out for guns; and I have alsoa receipt 
here from Mr. Gutierrez for 3001, paid by him 
through our bankers for: the expenses of the le- 
gation. 


Mr. Whitbread. 


998. Did you have any profit upon these guns 
except the commission you charged to Mr. Gu- 
tierrez?—No; none that I am aware of beyond 
a merchant’s commission. 


Mr. Puleston. 


999. Did you relinquish the collateral security 
on the revenues when you received the 15,0002. 
in bonds ?—Well, I presume virtually we must 
have so. 

1000. In other words, did you accept the 
15,0002. in bonds as payment? — We received 
the 15,0007. as a collateral security. We ob- 
jected to this arrangement being made with the 
old Columbian bondholders in consequence of 
the revenues pledged to us being pledged to the 
bondholders in the new creation of bonds; and 
therefore we must virtually have relinquished 
the claim on the revenues by accepting the bonds 
as a collateral. 

1001. Did you receive dividends on those 
bonds ?—As long as they were paid. 

1002. How much did you receive altogether ? 
—I do not remember, because we had them for a 
number of years. You know this debt was not 
paid for 11 years. We made the adyance in 
1861, and were not paid till 1872. 

1003. Was the principal paid ?—The principal 
was paid to us by Mr. Gutierrez on the 8th of 
July 1872. 

1004. Meanwhile you had received the divi- 
dend on the whole 15,0002.?—From the time 
that we received the bonds. 

1005. How many years was that? —We 
received the bonds in 1867, so that it would be 
from 1867 to 1872, 


Sir Henry James. 


1006. Three per cent. bonds ?—No, 


five per 
cent. bonds. 


Mr. 
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1007. So that you received dividends on that 
for five years ?—Yes; here is the receipt which 
we signed (producing it), “ Received from Don 
Carlos Gutierrez, the Minister Plenipotentiary 
at the Court of St. James’s, for the Government 
of Honduras, by payment of Mr. Charles 
Joachim Lefevre the sum of 5,800/. (five 
thousand eight hundred pounds) in discharge of 
all our claims, under or by virtue of an arrange- 
ment contained in a letter, dated 23rd April 1867, 
for the purchase of certain bonds therein men- 
tioned” (those are the 15,0007. to which yor 
there referred), “or otherwise in respect of the 
debt due to us from the Government of Hon- 
duras, it being understood and agreed that the 
dividends paid to us on the said bonds hitherto 
are to be retained by us, but the bonds them- 
selyes, with coupons not yet due, are to be 
delivered up.” That is a copy of the receipt 
that we signed. 

1008. So that the dividend which you received 
for the five years was in addition to the amount 
stated in that receipt ?—Quite so. 


Chairman. 


1009. I suppose the 1,800/. that was added 
to the 4,000 7. was interest that had not been 
paid up to the time ?—There was 11 years 
accumulation of interest due. 


~ Mr. Puleston. 


1010. The dividends were paid as against 
what; in consideration of what?—When we 
received those bonds, an agreement was entered 
into between us and Mr. Lefevre, that he would 
take those bonds off our hands immediately the 
Honduras Loan was placed. The Honduras 
Loan, I believe, was placed within a few months 
after those bonds were given to us, and therefore 
we never received those bonds with the intention 
of keeping them. We merely had them as 
collateral. When the Honduras Loan was 
placed we applied to Mr. Lefevre; we said, 
“ We do not want these bonds, and pay us what 
you agreed.” We could never get him to that, 
and naturally, the bonds remaining in our hands 
when the interest because due, we received it. 
We had no interest at any time of keeping those 
bonds; it was merely in consequence of his not 
performing his contract that we kept them, 

1011. The dividends were received by you as 
a penalty ?—No, not as a penalty; the dividends 
were received by us, because we were entitled to 
interest after the amount was ascertained was 
due to us, and Mr. Lefevre had not performed 
his contract. 

1012. It would appear that you have received 
for five years dividends on these bonds, and that 
also you have received 5,800/., all of which 
seems to have been in payment for 4,000 J. ?— 
Yes, during a period of 12 years. 


Sir Charles Russell. 


1013. Do I clearly understand you that when 
Senor Gutierrez refused to acknowledge the 


49 


Sir Charles Russell—continued. 


bills of 2,000 /. for the ship load of mahogany, 
the bills were afterwards taken up by Messrs. 
Bischoffsheim and Goldschmidt, and paid by 
them in June ?—Yes; [ may state that I have 
brought our cash book here, because the Chair- 
man-on the last occasion said he would like to 
see it. 

1014. Could you state the amount actually 
received by you?—Yes, on the 18th of July we 
received from Messrs. Bischoffsheim and Gold- 
schmidt 2,001 7. 19s., 2,0007. being the amount 
of the bills drawn on Gutierrez, and 1/. 19s. 
notarial expenses in consequence of his not 
having accepted them on presentation. 


Sir Charles Mills. 


1015. As I understand, when that principal 
was paid off, you receive 1,800 /. for interest ?— 
No, when that principal was paid off, I cannot 
answer how much we had received for interest, 
because when we received those bonds we only 
received them on a contract with Mr. Lefevre 
that he would redeem them within a month or 
two. That he failed to do; then the interest ran 
on, and as the interest became due it was paid. 
We received the bonds in 1867, and handed them 
over in 1872; so that we should have received 
four years’ dividends on them at the rate of 5 
per cent. per annum. 

1016. But I understand you to say that when 
you received the prinvipal sum of 4,000 /., there 
was a further sum of 1,800 7. which represented 
interest ?—-No, the total sum we received was 
5,800 /. from Mr. Lefevre. 

1017. But for four years you had received 
interest ?—Yes, interest was accumulating on 
the principal. 

1018. During those eleven years, as I under- 
stand, you had received 4,800/. for 4,000 0. 
advanced ?—The original letter I handed in on 
the last occasion; the amount is there stated 
which Mr. Lefevre agreed to pay us, and that 
amount we receive from him, and also the 
dividend at 5 per cent. during the four years 
that we held the bonds. 

1019. You advanced 4,0002 to Senor 
Gutierrez, and during those eleven years you 
received the interest, 4,800 /. odd ?—I will make 
that calculation afterwards. 


Mr. £Lillice. 


1020. You say that you have received 1,800. 
which was plus the 4,000 7. by way of interest, 
besides four years’ interest on 15,000 /. ?---Yes, 
1,800 Z. during eleven years. 


Sir Henry James. 
1021. This (producing a letter) is a letter 0 
9th July 1872 (which is already in evidence 


_at Question 650); addressed to Mr. Hyde Clarke 


as representing the council of foreign bond- 
holders, and signed in the proper handwriting of 
Carlos Gutierrez ?—Yes. 


Mr. Witiiam MoKeway, re-called ; and further Examined. 


Sir Henry James. 


1022. You were asked on Monday to produce 
some documents ; what were they ?—I was asked 


with reference to two points. One was the date 
0.64. 


Sir Henry Jumes—continued. 


on which a cheque on the Ford and Widdicombe 
account of 3,852 7. drawn in favour of Gutierrez 
and Pim was paid. It was the 8th of August 

1873. 


Mr. ITart, 


1 8 March 
1875. 


Mr, 
McKenan. 


Mr. 
McKean. 


18 March 
1875. 


Mr. 
Kirkwood.° 
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Sir Henry James—continued. 


1873. The other question was, what was the 
last date of the payment of interest. It was 
the Ist of July 1872. 

1023. This is the question I am referring to, 
Question 908. “Have you any other traces of 
the disposal of the money ?—(A.) I think not. 
The account of Lefevre was a very heavy work- 
ing account; for these sums, which were paid to 
him, I have no doubt were paid into his own 
accoynt; but the payments out there appear to 
be mainly to Stock Exchange names.” I want 
those names?—I have not them with me. I 
mentioned there with respect to Mr. Lefevre’s 
account that it was an account worked very 
heavily, very large sums passed through it, and 
that the payments appeared principally to Stock 
Exchange names. 

1024, That appears, I suppose, from entries in 
your books of the persons in whose favour the 
cheques were drawn; can you let us have them ? 
—I have not them with me, I will bring the 
ledgers here. ; 

1025. I want particularly those names to see 
who received this money, if you please ?—Yes, 
Excuse my asking; are youreferring to any par- 
ticular sums, or to the whole account ? 

1026. Iam referring to the payments out to 
Stock Exchange names. I want the Stock 
Exchange names to whom that money went ?— 
I will have the ledgers brought down. 

1027. I suppose, as a banker, you have some 
skill in judging handwriting ?—Yes. 

1028. Will you tell me whether the body of 
that letter of the 9th of July 1872, signed by 
Don Carlos Gutierrez, and this letter of the 3rd 
of July 1872, appear to you to be in the same 
handwriting (the Witness examined the letters)? 
—My belief is that they are written by the same 
person. 

1029. I think as to these details of account 
and all these matters, you gave no information to 
any one till you came into this Committee-room ? 
—No. . 


Sir Charles Russell. 


1030. I want to ask you, please, whether you 
inquired into the past history of Honduras, and 
its abilities to meet its engagements at the time 
that your bank undertoek the business ?—No, 
we did not. 

1031. Did it strike you that there was some 
particular objéct when you were asked by those 
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Sir Charles Russell—continued. 


who proposed the business to you; did you not 
consider that the lending of the name of your 
bank would give great confidence to the under- 
taking ?—I do not kuow that such an idea entered 
into our minds; no doubt it would have given 


‘some confidence to the undertaking. 


1032. Whilst you were holding the account, 
did you have any applications from the public, — 
making inquiries as to the security for this loan ? 
—I cannot, of my own knowledge, say so. 

1033. You do not recollect?—No. I must tell 
you that I have had nothing to do with the work- 
ing of the details, specially of the loan of 1870. 
My department of business has been altogether 
away from that, and the information that I am 
now giving has been such as I have been obliged 
to look up; so that I am not able to answer that 
question. I had no communications with refer- 
ence to that. 

1034. Can you say whether you are aware 
that prospectuses with information were furnished 
from the bank to the public?—I have no recol- 
lection of such things. 

1035. In the year 1871 ?—It has not come be- 
fore me. ye 

1036. Look here; there is a letter from the 
Rev. Canon Quinlivan, of Cambridge (showing 
the letter to the Witness), on this subject?—Is 
there any date to the letter ? 

1037. No. It would be between 1870 and 
1872 ?—If a letter has been written to him, we 
shall have a copy of the letter, but if he has 
written a letter to the office to ask for a prospec- 
tus to be sent, there would be no record kept of 
that. 

1038. Is there a branch of your bank at Cam- 
bridge 7—There is. 


Sir Henry James. 


1039. Had your branches to assist in placing 
this lean at all to recommend it ?—No, we utterly 
prohibit that under any circumstances. When I 
said just now that I had given no information to: 
any one till I came here, I may state that, with 
some reservation. Yesterday I had an application 
from Mr. Charles Waring asking me whether I 
could furnish him with some information as to 
some sums of money which he had received. 

1040. But before you came into the box last 
Monday you gave no information with reference 
to any of your customers’ accounts ?—No. 


Mr. James KirKWwoop; sworn. 


Sir Henry James. 


1041. Drip you at any time act as Secretary to 
the Committee of Honduras bondholders ?— 
Spanish American bondholders ; it embraced all 
the various States. 

1042. I believe the old debt of the Federated 
States of Spanish America was divided amongst 
different States ?—Yes, five. 

1043. When did that division of liability take 
place?—Costa Rica, I believe, was the first that 
was settled, and that-was before my time. 

1044. When was the old Federal debt divided 
amongst the States; do you know ?—No, I do 
not know ; it was the time that Costa Rica was 
first settled, whenever that was. 

1045. What was the amount of indebtedness 
do you know of Honduras ?—Two-twelfths of 


Sir Henry. James—continued. 


163,3002., the original sum. The Central Ame- 
rican Debt was 163,300 7. 
1046. That proportion comes, I think, to 
27,0001. ?—£. 27,0007. or 28,0007. 
1047. Do you know what that grew to with 
interest; what it came to ultimately before a 
settlement was arrived at ?—Seventy-odd thou- 


‘sand pounds; ‘interest from 1828 till the time of 


1867. : 
1048. In 1867, on the 8th July, was there a 
public meeting of the bondholders held ?—Yes. 
1049. Of those bondholders that held bonds 


payable by the Republic of Honduras ?—Yes ; 


Central American bonds. 

1050. And the Honduras portion of them ?— 
Yes, « 
1051. You 
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Sir Henry James—continued. 
1051. You were present at that meeting ?— 


Yes. 
1052. And you acted as secretary ?— Yes. 


1083. I believe you have extracted a copy of 
= resolutions come to from the minute-book ?— 

es. 

1054. Just tell me if that (handing it to the 
Witness) is a copy ?—Yes. 


1055, “ Monday, 8th July 1867. At a public 
meeting of bondholders of the Republic of Hon- 
duras (Central American bonds), held at the 
offices of the committee of Spanish American 
bondholders, No. 11, Austin Friars: Present” 
(then it gives the gentlemen’s names who were 
present, and also certain bondholders; the names 
seem quite immaterial), “the following reso- 
lutions were carried unanimously: Whereas the 
share of the Foreign Debt of Central America 
appertaining to the Republic of Honduras is 
. 92-]2ths, amounting to about 92,5002, it is 
agreed as follows: Ist. That the bondholders will 
accept in liquidation of the same bonds of the 
said Republic to the amount of 55,0001. bearing 
interest at the rate of five per cent. per annum, 
with a sinking fund accumulative of one per cent. 

er annum. 2nd. That the interest on the said 
bonds shall be payable on the 1st April and 1st 
October in each year, in the City of London, and 
that the sinking fund shall be applied half-yearly 
to the redemption of the said bonds either by 
purchase in the market or.at par. The numbers 
of the bonds so redeemed shall be advertised in 
the London Gazette and two daily papers. 3rd. 
The Republic of Honduras hereby solemnly hy- 
pothecates the whole revenues thereof, and spe- 
cially the revenue of Customs of the port of Am-~ 
apola, in the Pacific, as security for the charge 
created by this debt, and it engages that remit- 
tances to meet the interest and sinking fund shall 
be placed in the hands of the agents in London 
appointed to pay the same in due time for that 
purpose. 4th. That on the completion of this 
arrangement, there shall be endorsed on the 
bonds ‘of Central America, The Republic of 
Honduras is discharged from all liability under 
this bond.” Had you any knowledge at that 
time that Messrs. Hart had any claim upon the 
revenues of Honduras?—Yes; I believe there 
was a communication made to the committee by 
that house. 


1056. Was that after or before these resolu- 
tions ?—Before. 
1057. Did you know then that they had re- 


Mr. THomas JOHN 


Sir Henry James. 


1078. ARE you a Clerk in the Ships’ Report 
Office of the Custom House ?—I am. 

1079. Do you produce the original report of 
the arrival of a ship called the “-Alphon Nicolas 
Cézard ?”—Yes, I have it here ( producing it). 

1080. On what date did that arrive ?—On the 
10th June 1870. 

1081. Does that at all show the port from 
which the ship sailed ?—Yes, it sailed from the 
port of Truxilla. 

1082. Have you any other particulars con- 
nected with the ship on your report?—Yes, it 

0.64. 
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Sir Henry James—continued. + 
ceived the hypothecation?—No; that was a 
claim, a notice given by them. 
1058. Are you sure that you understand the 


question which I am asking you; whether you 


knew that the whole of the revenues of the State 
of Honduras had been hypothecated to Messrs. 
Hart ?—I cannot recollect. 

1059. Did any one representing the State of 
Honduras agree to these resolutions ?—Yes. 

1060. Who was that?— Mr. Gutierrez and 
a Mr. Alvarez, I think his name was; I forget 
what his exact name was. 

1061. Did Mr. Gutierrez agree to these ?—Yes. 
There were letters read from those two gentle- 
men at that meeting; they were not present. — 

1062. Have you got those letters ?—-No; they 
are not in my possession. 

1063. Do you know where they are ?—They 
are in the hands of the comniittee. 

1064. Can they be obtained?—I think it is 

ossible. 

1065. Who is the person who will have actual 
custody of them ?—The committee themselves. 

1066. Who is the person, and where would 
they be?—At Gresham House, in the possession 
of Mr. Hazlewood. 

1067. Was this compromise of 55,000 /. for the 
92,5002. carried out ?—- Yes. 

1068. The bonds were delivered ?—Yes. 

1069. What had .been the annual interest pre- 
viously due upon the old debt; ut what rate ?— 
Six per cent., I think, the original debt. 

1070. Then it was reduced to 55,000J. at five 
per cent. ?—It was compromised for 55,0007. of 
paper. 

1071. How long were those paid?— Five 

ears. 

1072. That would be till 1872?—Yes; there 
are now two years due, and very nearly two and 
a half. 

1073. That has not been paid by the State of 
Honduras ?—No. 

1074. Interest was paid upon the 55,0002, in 
accordance with the terms of those resolutions ? 
—For five years. 

1075. Where was it paid; at whose office ?— 
Mr. Hazlewood’s. 

1076. You do not know from whom he received 
it?—No; but the bonds that were emitted at 
that time were for 90,000/., of which 55,000 7. 
were belonging to the bondholders. 

1077. And you were paid at the rate of 5 per 


~ cent., according to the terms of that resolution ? 


——Yes, 


PITTAR; sworn. 


Sir Henry James—continued. 
shows the quantity and description of the goods 
that came. wae 
1083. What were they ?—Three hundred and 
fifty-nine logs of mahogany, 70 tons of fustic, 32 


pales of sarsaparilla,.and 30 tons of Lima wood. 


1084. Fustic is a kind of wood, is it not ?— 
Fustic is a dye-wood; it shows also to whom 
those were consigned. 

1085. To whom?—To Bischoffsheim & Gold- 
schmidt, Asia & Co.,and William Guild & Co.; 
that is to say, that the 359 logs of mahogany and 
70 tons of fustic were consigned to Bischofisheim 

G2 & Goldschmidt ; 


Mr. 
Kirkwood. 


18 March 
1875. 


Mr. Pittar. 


Mr. Pittar. 


18 March 
1875, 


Mr. Cooper. 


Mr. Binney. 
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Sir Henry James—continued. 


& Goldschmidt; the 32 bales of sarsaparilla to 
Asia & Co., and the 30 tons of Lima wood to 
William Guild & Co. 

1086. The mahogany was consigned to Bis- 
choffsheim & Goldschmidt ?—Yes, 

1087, Have you an entry of the “ Hope” ?— 
Yes, I have the report of the « Hope.” 

1088. What is that ?—That vessel arrived from 
Omoa, in Honduras, on the 7th June 1870; she 
brought 1,091 pieces of fustic, 259 pieces of ma- 
hogany, which were consigned to Bischoffsheim 
& Goldschmidt; also one phial of gold dust, and 
13 serous indigo consigned to C. W. Dieseldorff. 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


' the original report of that vessel. 


Sir Henry James—continued. . 


1089. Do the names of the consignors appear 
on these reports at all?-—No. ; 

1090. Have you got any entry, if you please, 
of the “ Grenmar ” for September ?’—Yes, I have 
She arrived 
on the 19th September 1870 from Truxillo; she 
brought 323 logs of mahogany and 12 tons of log 
ends, consigned to Bischoffsheim & Goldschmidt, 
and 47 log ends consigned to Master. That was 
the whole of her cargo. 

1091. Now the “Queen of the South ”?— 
I have not the report of that; I have not been 
asked to produce that. 


Mr. Rozerr Grorcr Coorpr; sworn. 


Sir Henry James. 


| 1092, I BELIEVE you are Clerk in the East and 
West India Dock Company’s Office, Billiter- 
square ?-— Yes, 

1093. Do you produce the bill of lading for 
the cargo of the ship, the “Alphons Nicolas 
Cézard ”?—I do. 

1094. By whom was the cargo of that vessel 
shipped ?—By Melhado & Morrice. 

1095. Trading from where ?-—Truxillo is the 

ort. 

1096. Will you allow me to look at that bill 
of lading? (Jt was handed to Sir Henry James.) 

1097. What is the bill of lading dated ?—The 
billof lading is dated the 16th day of April 
1870. 

1098. What was the cargo?—Mahogany and 
fustic. 

1099. In whose favour was the bill of lading 
made out ?—Bischoffsheim & Goldschmidt. 

1100. Is it endorsed by any one?—It is en- 
dorsed by them, by two of their clerks. 

1101, By a special endorsement “ delivered to 
Messrs. Churchill & Sim; or order, p-p. Bischoft- 
sheim & Goldschmidt, Martin Hill, L. Davids.” 
Do you know those clerks ?—Not personally. 

1102. It purports so to be endorsed ?— Yes. 

1103. You know nothing, I suppose, about 
Melhado & Morrice ?—No. 

1104, Have you also got the bill of lading of 
a vessel called the “ Hope ”?—Yes (producing 
at). 

aie What is the date of that ?—20th April 
1870, 


Sir Henry James—continued, 


1106, What is the cargo ?—Fustic and maho- 
gany. 

1107. Where from ?—From the port of Omoa. 

1108. In whose favour ?—Bischoffsheim & 
Goldschmidt. . 

1109, And by whom is that endorsed?—In the 
same manner as the last, with the exception that 
of the two signatures at the end, one is “ Edward 
Roope,” and the other ‘* L. Davids.” 

1110. It is endorsed “deliver to Messrs. 
Churchill & Sim, or order; p.p. Bischoffsheim & 
Goldschmidt, Edward Roope, L. Dayids”?—Yes. 

1111. The shippers were, “J. J. Debrot Bro- 
thers, for account of Comité Empresario”?— 
Yes. 

1112. Have you got the bill of lading of ano- 
ther vessel called the “ Grenmar” 2— Yes (pro- 
ducing it). 

1113, The date of that is what ?—20th July 
1870, 

1114. Wherefrom?—The port of Truxillo. 

1115. What was her cargo?—Mahogany and 
low ends. 

1116. Who were the shippers?—Melhado & 
Morrice. 

1117. Consigned to whom?—To Bischoffsheim 
& Goldschmidt. 

1118. Is that endorsed by them ?—Yes. 

1119. “ Deliver to the order of Messrs. 
Churchill & Sim; Bischoffsheim & Goldschmidt” ? 
—Yes, 

1120. Have you got the bill of lading for the 
“Queen of the South” ?—No. 


Mr. WiLL1AM BINNEY; sworn. 


Sir Henry James. 

1121. I BELIEVE you are amember of the firm 
of William Guild & Company ?— Yes. 

1122. They are merchants, 21, Great Saint 
Helens ?—Yes. 

1123. Now are you in correspondence with 
Messrs. Melhado & Morrice;‘do you know that 
firm ?—I am a partner in that firm. 

1124. Where do they trade?—In Truxillo, 
Honduras. The firm has recently changed. 

1125. In 1870 did they trade in Truxillo ?— 
Yes. 

1126. What was the nature of their business ? 
—General merchants, and also they were en- 


Sir Henry James—continued. 
gaged in-cutting mahogany, in producing maho- 
any. 
: 137, Did they purchase tracts of country in 
which mahogany trees grow ?—They hold a con- 
cession from the Honduras Government of the 
River Roman. 

1128. Would they pay for that to the Govern- 
ment ?—So much a tree. 

1129. Is their business, when they cut down 
the trees, to sell the mahogany ?—To sell, or 
ship it. ; 

1130. And of course the produce of it belongs 
to that firm personally ?—Yes. u ahha: 

1131. Do you know of any dealing in the 

month 
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Sir Henry James—continued. 


month of March 1870 in some mahogany by that 
firm of which you are a member?—February or 
March 1870. I myself, personally, entered into 
contracts with the “Comité Empresario” of 
Honduras; the managing committee of Hon- 
duras, 

1132. What is that body?—I believe it was 
a committee formed to manage certain funds of 
the Honduras loans in Honduras. 

1133. Do you know whether it was a private 
firm, or what it was?—The firm was composed 
of members of the Government. I believe the 
President of the Republic was the president of 
the committee. 

1134. What happened then; did you trade 
with them, or what did you do at that time ?— 
I entered into a contract with them about that 
time for the delivery of a certain quantity of 
mahogany and cedar. 

1135. What was the quantity, and how did 
the cargo arrive?—I do not recollect the quan- 
tity of mahogany and cedar; but there were two 
cargoes that we shipped from Truxillo. 

1136. What were the ships?—The “Cézard” 
and the “Grenmar.” I have copies of the 
charter-parties, 

1137. First, as to the “Cézard” cargo; what 
was the amount that you were to receive for 
that?--I have not the contract on this side. I 
am merely speaking from memory. I entered 
into a contract to receive to account 10,0002. 
from the committee; 6,000/. to account of the 
wood to be shipped from the River Roman, 
Truxillo; and 4,000/. to account of cedar to be 
shipped from the River Ulua. 

1138. By what vessel did the mahogany from 


_ the River Roman come?—The mahogany from 


the River Roman was shipped by the “ Cézard” 
and the “Grenmar.” There are the charter- 
parties (producing them). 

1139. Have you been yourself in Honduras? 
—Yes, for many years. 

1140. Do you know the proposed line of rail- 
way from Puerta Caballas to the Bay of Fon- 
seco ?—Yes. 

1141. Where is the River Roman in relation 
to that ?— About 140 miles to the eastward. 

1142. And your firm had cut it from that 
spot, from the banks of the river ?—Yes. 

1148. No portion of the railway was opened at 
this time?—No, I do not think so. 

1144, And your firm, I suppose, brought it to 
the quay side?—We shipped it for the com- 
mittee; my firm did. 

1145. The charter-party, I see, is entered into 
by you, as merchants, with the owner of the 
** Cézard,” the llth October 1869, and the 


Sir Henry James—continued. 


“Grenmer,” is a charter-party for the 6th 
January 1870; you entered into it as merchants 
with the shipowner ?—Yes. 

1146. First, about the “Cézard”; when did 
she arrive ?—Of that I have no recollection ; I 
cannot exactly say. 

1147. Have you nothing in your books that 
will tell you ?—Nothing on this side. 

1148. You were paid for that cargo?—We 
received 6,000 2. 10 account of the two cargoes, 
the ‘‘ Cézard” and the “ Grenmer.” 

1149. From where did you receive the 
6,000 7.?—--From Don Francisco _ Alvarado, the 
Minister of Foreign Affairs, and also a member 
of the committee. 

1150. In what form was it paid you?—We 
received bills of exchange on his Hxcelliency 
Don Carlos Gutierrez. 

1151. And were those bills paid ?—They were 
not accepted on presentation. 

1152. What happened? —They were forwarded 
through our bankers to Messrs. Coutts & Com- 

any. 

1153. The Royal Bank were instructed to 
apply to Don Carlos, I believe ?—Yes, the Royal 
Bank forwarded the bills for acceptance to their 
agents, Messrs. Coutts & Company, of London. 

1154. You left it to the Royal Bank to make 
the application ?—Yes. 

1155. Was the money afterwards paid ?— 
Yes. 
1156. The amount of the bills that had been 
drawn on Gutierrez ?—The amount of the bills 
drawn on Gutierrez was paid when the bills were 
matured. 

1157. On what date?—The 12th July we 
received a telegram from Don Carlos advising 
payment. 

1158. This is a telegram of the 12th of July 
1870: “ All the Government bills have been 
duly paid; please advise the Honduras Govern- 
ment of this.” That you received from Gutier- 
rez ?— Yes. 

1159. And then the amount of the 6,000 Z. was 

aid ?—Yes. 

1160. What became of the 4,000 1.?—Part of 
the cedar that we had contracted for was 
delivered; also a part of the contract was 
cancelled by request of the Government or the 
committee. 

1161. You never came into communication 
with Messrs. Bischoffsheim and Goldschmidt at 
all, I think ?—Only with regard to insurance on 
the vessels, and your general correspondence 
with reference to the shipment of the wood. 


1162. You had correspondence with them 


about shipping the wood ?—Yes. ; 


Mr. Ernest Rorertson; sworn. 


Sir Henry James. 


1163, | BELIEVE you are a Clerkin the employ- 
ment of Mr. James Cooper, a solicitor, in Billiter- 
street ?—I am articled to him. 

1164. He has been summoned to appear before 
this Committee to-day ?— Yes. 

1165. I believe it is in your knowledge that 
he is confined to his bed by illness, so that he is 
incapacitated from coming ?— Yes. 

1166. By his instructions did you produce 

0.64, 


> 


Sir Henry James—continued. 


these papers from his custody (pointing to certain 
papers) ?—Yes. 

1167, Now, I believe Mr. Cooper acted as 
solicitor for Mr. William Henry Cotterill and 
Mr. Henry Luke Robinson ?—I was not with 
him at the time. 

1168. Do you know that he was acting for 
some trustees ?—Yes, I believe so. . 

1169. Give me, please, the deed of the 30th 

G34 June, 


Mr. Binney. 


18 March 
1875, 


Mr. 
Robertson, 


Mr. 
Robertson. 


18 March 
1875. 
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Sir Henry James—continued. 
June 1868, called the “General ‘Trust Deed.”— 
(The Wituess produced tt.) 
1170. This is a deed, dated the 30th June 
1868; it purports to be executed by V. Herran, 
Carlos Gutierrez, Bischoffsheim and Gold- 


schmidt, W. H. Cotterill, H. Luke Robinson, and 


Charles J. Lefevre. It is a deed entered into 
« Between his Excellency Monsieur Victor Her- 
ran, Minister Plenipotentiary of Monduras at 
Paris, and his Excellency Don Carlos Gutierrez, 
Minister Plenipotentiary of Honduras at London, 
both acting in the name, and for and on behalf, 
and as the duly authorised representatives, of the 
Government of Honduras, of the first part; Louis 
Raphael Bischoffsheim and Henry Louis Bisch- 
offsheim, carrying on business under the style or 
firre of Bischoftsheim and Goldschmidt, residing in 
London, at Founder’s-court, Lothbury, of the 
second part; William Henry Cotterill, of 32, 
Throgmorton-street, London, gentleman, and 
Henry Luke Robinson, of 21, Austin Friars, 
London, merchant, of the third part; and Charles 
Lefevre, of ‘83, Lombard-street, in the said City 
of London, of the fourth part.” Then it recites 
that there is an indenture bearing even date; and 
then it recites that there is “ standing to the 
credit of the Government of Honduras with 
Messrs. Bischoffsheim and Goldschmidt the sum of 
12,646 /. 4s. 9d., being the instalments which 
have been paid in respect of 48,3202. stock of 
the said loan.” Then it recites that “ the parties 
hereto of the first part,” that is, Herran and Gu- 
tierrez, “as the representatives, and for and on 
behalf, of the said Government, are possessed of 
stock in the said loan to the nominal amount of 
951,6601., which, with the said sum of 48,3207, 
like stock, represent together the total stock of 
the said loan: And whereas it is desired that 
the said moneys so standing to the. credit of the 
said Government should be transferred, and the 
definitive bonds representing the amount of stock 
so as aforesaid possessed -by the said parties of 
the first part, should be deposited with the par- 
ties hereto of the third part, for the purposes 
and to be dealt with by them in the manner here- 
inafter more particularly specified.” Then it 
recites that “the said Charles Lefevre has under- 
taken to place the definitive bonds representing 
the amount of stock so as aforesaid possessed by 
the parties hereto of the first part. within the 
time and upon the terms hereinafter provided : 
Now itis hereby mutually agreed by and between 
the several parties hereto each of them entering 
into this agreement, so far as the same relates to 
acts and things to be done by him respectively 
as follows: 1st. The parties hereto of the first 
and second parts” (these are the Ministers and 
Bischoftsheim) “respectively will forthwith do 
all acts necessary to transfer to the parties hereto 
of the third part the moneys hereinbefore men- 
tioned, and referred to as standing to the credit of 
the Government with Messrs. Bischoffsheim and 
Goldschmidt, and also deliver to, the said parties 
of the third part” (those were Cotterill and Ro- 
binson) “the definitive bonds representing the 
stock of the said loan for the nominal sum of 
951,6602., as hereinafter mentioned. 2nd. The 
parties hereto of the second part” (that is, Bis- 
choffsheim and Goldschmidt) “will, within 30 
days from the date hereof deliver to the said par- 
ties hereto of the third part definitive bonds of 
the nominal amount of 200,000 7, provided that 


Sir Henry James—continued. 
the same are previously delivered to the said 
parties of the second part, duly signed by the 
Minister of the Government in London. 3rd. 
The Minister of the said Government in London 
will forthwith sign all the said definitive bonds 
for 1,000,000 7., and deliver the same to the par- 
ties hereto of the second part” (that is, DBis- 
choffsheim and Goldschmidt); “and so soon and 
so often as any of the said definitive bonds for 
the time being in the hands of the parties hereto 
of the third part shall have been placed by them, 
and the proceeds thereof applied in manner herein 
provided, the parties hereto of the second part 
will, on the written request of the said parties 
hereto of the third part, deliver to the said 
parties hereto of the third part definitive bonds 
of the nominal amount of those so placed, so and 
in such manner as that the parties hereto of the 
third part shall always have in their possession 
definitive bonds of the uominal amount of 
200,002. 4th. The parties hereto of the first 
and second parts respectively hereby engage that 
all payments which may hereafter be made in 
respect of the said loan by the holders thereof 
shall be paid to the parties hereto of the third 
part” (these were the trustees). “5th. The 
parties hereto of the second part hereby engage 
to pay over to the parties hereto of the third part 
the net proceeds of the sales of all produce of 
the State domains and forests. which may be con- 
signed to the parties of the second part. 6th. The 
said Charles Lefevre hereby engages. to place the 
whole of the said definitive bonds, representing 
the said sum of 951,660/., as follows: 150,000 2. 
of the said bonds by the end of the present year, 
and the balance during the year 1869. 7th. The 
price at which the said Charles Lefewre engages 
and is entitled so to place the. said bonds is as 
follows: In respect of each bond for 100 /. placed. 
between Ist July 1868 and Ist January 1869, 
75.1.9s.6d., of which 6 l. 17s. 6d.1s applicable 
to interest accruing on all such bonds subsequent 
to the Ist July 1868; ditto, between ist January 
1869 and lst April 1869, 722 9.s, Gd., of which 
41.7s, 6d. is applicable to interest accruing on. all 
such bonds subsequent to the Ist day of January 
1869; ditto between lst April 1869.and 1st July 
1869, 712 2s., of which 2/. 10s, 13 applicable to 
interest accruing on all such bonds subsequent to 
the Ist day of April 1869; ditto after Ist July 
1869, 687. 12s. "The said Charles Lefevre shall 
be entitled to have such bonds, or any portion 
thereof, delivered to him against the payment of 
the said sum. 8th. In the event of the, said 


,Charles Lefevre not so as aforesaid placing the 


whole of the said bonds by the 31st day of De- 
cember 1869, then and in such case the parties. 
of the third part shall be at liberty to deduct, 
out of all moneys coming to or to which the said 
parties of the second part may be entitled under 
this indenture, moneys to the amount in the 
whole of 6,4002., to be applied towards any da- 
mage which may have beem sustained by reason 
of such breach of engagement by the said Charles 
Lefevre, but in no event is the said Charles 
Lefevre to be under liability beyond the said’ 
moneys. 9th. The said Charles Lefevre engages 
to pay to the said parties of the third part, on or 
before the 1st day of June 1869, cash to an 
amount sufficient to pay interest’ at the rate of. 
10 per cent. per annum for the period from the: 
Ist April 1869 to the 1st July 1869, on the bonds 

representing 
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representing the said sum of 48,3407. 10th. All 
moneys which may be received, or come into the 
possession of the parties hereto of the third part, 
under Clauses 1 and 4 of this agreement, shall 
be applied, and they hereby undertake to apply 
_ the same as follows: (1st.) 73 per cent. of all 
such moneys until the same shall amount to 
500,000 7., shall be paid over to his Excellency 
the said Don Carlos Gutierrez, Philip James 
Blyth, and Henry Luke Robinson, parties to an 
indenture of evendate herewith, made between the 
parties hereto of the first part of the first part, 
the parties hereto of the second part of the 
second part, and the said Don Carlos Gutierrez, 
Philip Thomas Blyth, and Henry Luke Robin- 
son, of the third part, or other the trustees for 
the time being appointed and acting under the 
said reeited indenture; (2nd.) 12 per cent. of 
all such moneys, until the same shall amount to 
82,000 /., shall be paid to the parties hereto of the 
second part” (that is, to Bischoffsheim and Gold- 
schmidt), “in satisfaction, part passu, of the 
several sums of 12,000 7., 20,000 /., and 50,000 /. 
mentioned in the said additional agreement of 
the 25th day of October 1867; (3rd.) 143 per 
cent, of all such moneys, and, in all, 100,0002. 
shall be paid to the said Don Carlos Gutierrez 
and Charles Lefevre, who are to receive in the 
ageregate 100,000 2.” (it does not say for what); 
“any balance remaining due to them in respect 
of such 100,0007., after payment of the last per- 
centage to be made good out of any moneys in 
hand; (4th.) Half per cent. of all such moneys 
shall be paid to the trustees under the herein- 
before-recited indenture of even date herewith, 


Mr. LEonarp 


Sir Henry James. 


1171. WuHar are you by profession ?—Mana- 
ger of a Bank. — 

1172. What is the bank?—A bank in the 
City. 

1173. Whatis the name?—The Exchange and 
Investment Bank. 

1174.. Were you at any time in the employ- 
ment of Messrs. Bischofisheim and Goldschmidt ? 
— Yes. 

1175. From what period, up to what period ? 
—From the end of 1865 till the end of 1871. 

1176. Just tell me, what time did you leave 
in 1871?—I fancy it was in October; I am not 
sure. : 

1177. What position did 
firm ?—I was a clerk. 

1178. But was it as a confidential clerk ?— 
The confidence went so far that I was told what 
I was to know. 

1179. Were you entitled to sign for the firm? 
—No, only a collective signature ; in case of the 

absence of Mr. Bischoffsheim I made a collective 
signature with somebody else. 

1180. Who was the other clerk that took that 
position with you?—The first was Mr. Roope, 
and the second Mr. Hill. 

1181. Were you at any time requested to 
become a trustee in relation to the Honduras 
Loan of 1867?—Well, I was told that I was 
appointed. . 

1182. Who appointed you; who told you first 
that you were appointed ?—Mr. Bischofisheim. 
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who are to receive in the aggregate 4,000. ; 
any balance remaining due to them in respect 
of such 4,000/., after payment of the last 
per-centage, tu be made good out of any mo- 
neys in hand. 11th. In case the said sum of 
82,000 /. shall not be paid under the provisions 
of the last preceding clauses to the said parties 
hereto of the second part, on or before the 31st 
day of December 1869, the same or the unpaid 
balance thereof shall be paid to the said parties 
hereto of the second part in definitive bonds, such 
bonds being taken in respect of the said sums of 
12,000 7. and 50,0007. at 78 per cent., less the 
coupons up to lst January 1869 inclusive; and as 
to the said sum of 20,0007. at the price of issue, 
less the coupons up to Ist January 1869 inclusive. 
12th. All moneys which shall be received by the 
parties hereto of the third part under the 5th 
clause hereof, shall be applied by them, first 
towards the payment of the interest and amortisa- 
tion of the said loan, and any surplus after such 
payment or making provisions for the same shall 
be paid over to the trustees under the hereinbefore 
recited indenture of even date herewith. 13th. 
The amounts received by the parties hereto of 
the third part, under clause 7 hereof, as thereby 
shewn to be applicable to interest on bonds 
placed by the said Charles Lefevre, shall be so 
applied by the said parties of the third part. 
14th. All moneys received by the said parties 
hereto of the third part, under clause 9 of these 
presents shall -be applied by them according to 
the provisions of the said clause.” Then the 
15th clause of the indenture is as to the appoint- 
ment of new trustees ?—Yes. 


DaAvIDS ; sworn. 
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1183. Who appointed you?—I do not know; 
I know by whom the trust deed is signed; but I 
do not know who agreed about appointing me. 

1184, But do not you know from whom you 
received your appointment ?—I was informed of 
it by Mr. Bischoffsheim. 

1185. And for whom were you trustee ?—For 
Gutierrez and Lefevre. 

1186. Those were the persons whose interest 
you were representing ?—Those persons signed 
the trust deed. 

1187. When was it, if you please, that you 
first knew of any trust deed being in existence ? 
—I really could not tell you what date,. but it 
was in the year 1859 I think, or 1868; it was 
after Mr. Robinson died. I do not really know 
which it is. 

1188, Was that Henry Luke Robinson ?— 
Yes, I think he died, did he not? I do not know 
whether it was Mr. Cotterill or Mr. Robinson. 

1189. You think that Cotterill or Robinson 
had been a trustee before you ?—Yes. 

1190. Do you know what has become of that 
trust deed under which you were appointed ?— 
Yes. 

1191. Have you got it?—Yes. 

1192. Will you produce it?—I do not think I 
have got it; this is the trust deed of Robinson 
and Cotterill ( producing the same). 

1193. Will you look for the other?—Yes, I 
have got it, it is 1869 ( producing it). . 

1194. From the deed that you have handed 

G4 ? to 


Mr. 
Robertson. 


18 Mareh 
1875. 


Mr, Davids. 


Mr. Davids. 


18 March 
1875, 
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to me, you can tell me are these the original 
signatures of Herran, Gutierrez, Bischoffsheim, 
Cotterill, Robinson, and Lefevre ?—That is 
Gutierrez and Bischoftsheim’s signature. 

1195. You know the signature of Gutierrez? 
—Yes. 

1196. And of Bischoffsheim ?—Yes. 

1197. Is that Bischoftsheim’s own signature ? 
—Yes. 

1198. And Lefevre’s ?— Yes. 

1199. Do you know the signatures of the 
others ?—It is so long ago that I could not re- 
member. 

1200. Is this indenture, zppointing you as 
trustee, executed by Gutierrez, Bischoffsheim, 
yourself, and Mr. Barnes ?—Yes. 

1201. Who was Mr. Barnes ?—A clerk at 
Messrs. Waring’s. 

1202. It is an “ Indenture made in the City of 
London, the 15th day of July 1869, between 
his Excellency Don Carlos Gutierrez, Minister 
Plenipotentiary of Honduras at London, acting 
in the name, and for and on behalf, and as the 
duly authorised representative, of the Govern- 
ment of Honduras, of the first part ; Louis Raphael 
Bischoffsheim and Henry Louis Bischoffsheim, 
carrying on business under the style or firm of 
« Bischoffsheim and Goldschmidt,” residing in 
London, at Founders’-court, Lothbury, of the 
second part; and Leonard Davids, of No. 6, 
Founders’-court, Lothbury, aforesaid, gentleman, 
and Lawrence Lord Barnes, of No. 10, Victoria- 
Chambers, Westminster, gentleman, of the third 
part. Whereas by indenture, dated the 30th 
day of June 1868, made between his Excellency 
Monsieur. Victor Herran, Minister Plenipoten- 
tiary of Honduras at Paris, and the said Don 
Carlos Gutierrez, Minister Plenipotentiary of 
Honduras at London, of the first part; the said 
Louis Raphael Bischoffsheim and Henry Louis 
Bischoffsheim of the second part; William Henry 
Cotterill, of No. 32, Throgmorton-streeet, Lon- 
don, gentleman, and Henry Luke Robinson, of 
21, Austin Friars, London, merchant, of the 
third part; and Charles Lefevre, of 83, Lom- 
bard-street, in the said City of London, of the 
fourth part; the said William Henry Cotterill 
and Henry Luke Robinson were appointed 
trustees for the purpose of receiving certain 
monies, being the proceeds, or part thereof, of 
a loan of One million pounds sterling, contracted 
by the State of Honduras, towards defraying the 
expense of constructing a railway from Puerto 
Caballos on the Atlantic, to the Bay of Fonseca 
on the Pacific, and also certain bonds or other 
securities representing the stock of the said loan, 
and for the application and disposal of the said 
monies, bonds, or securities, In manner in the 
‘said reciting indenture mentioned. And it was 
by the same indenture agreed and declared that 
if the said trustees thereby constituted, or any 
of them, or any trustee or trustees appointed 
as thereinafter provided, should die, or go to 
reside abroad, or desire to be discharged, or re- 
fuse or become incapable to act, then and in 
every such case it should be lawful for the re- 
presentative for the time being of Honduras, in 
London, to appoint a new trustee or new trustees, 
in the place of the trustee or trustees so dying, 
or having gone to reside abroad, or desiring to be 
discharged, or refusing or becoming incapable 


to act asaforesaid; but that every such new trus- 


tee should be chosen from a list which should 
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be presented by the parties thereto of the second 
part, or their successors in business, and that one 
of the said trustees should always be a member 
of the said house of Messrs. Bischoffsheim and 
Goldschmidt if they should so desire; and that 
every trustee so appointed as aforesaid might 
act or assist in the execution of the trusts and 
powers of the indenture now in recital, as fully 
and effectually to all intents and purposes as if | 
he had been thereby constituted a trustee, and 
that all monies and bonds for the time being 
subject to the provisions thereof, should be so 
paid or delivered as that the same should from 
time to time be in the possession or power of the 
said trustees for the time being thereof. And 
whereas the said William Henry Cotterill and 
Henry Luke Robinson are desirious of being dis- 
charged from the trusts of the said recited inden- 
ture, and have by two several writings under 
their respective hands, dated respectively the 5th 
day of July instant, signified to the said Don 
Carlos Gutierrez their desire to be so discharged, 
and the said Leonard Dayids and Lawrence 
Lord Barnes have been chosen by the said Don 
Carlos Gutierrez as representative for the time 
being of Honduras, in London, from a list pre- 
sented by thesaid Messrs. Bischoftsheim and Gold- 
schmidt, to be trustees of the said indenture, in the 
place of the said William Henry Cotterill and 
Henry Luke Robinson, and the said Leonard 
Davids and Lawrence Lord Barnes have agreed 
to accept such appointment, and to execute 
these presents in testimony thereof. Now this 
indenture witnesseth, that in pursuance of the 
said agreement, and in consideration of the pre- 
mises, he, the said Don Carlos Gutierrez, as such 
representative for the time being of Honduras, 
in London, doth by these presents appoint the. 
said Leonard Davids and Lawrence Lord 
Barnes to be trustees of the said recited indenture — 
of the 30th day of June 1868, in the place of the 
said William Henry Cotterill and Henry Luke 
Robinson, for the purpose of all the trusts and 
powers thereof now remaining undischarged or 
unperformed. And it is hereby agreed and de- 
clared, by and between the said parties hereto, 
that the said Leonard Davids and Lawrence 
Lord Barnes, their executors, adminstrators, and 
assigns, shall stand possessed of all monies, bonds, 
or securities which shall come to their hands, - 
or be in their possession, custody, or power under 
the trusts or by virtue of the said recited inden- 
ture; upon the trusts, and with and subject to 
the powers, provisoes, and declarations subsisting 
therein or applicable thereto respectively by 
virtue of the said recited indenture. In witness 
whereof the said parties to these presents have 


‘hereunto set their hands and seals the day and 


year first above written.” That is the indenture ? 
—Yes. 

1203. Now of course you were aware of the 
duties you had to fulfil as trustee ?—Yes. 

1204, What were they ?—I had to dispose of 
monies and bonds that came into my hands ae- 
cording to the trust deed. 

1295. Where did the monies come from that 
came into your hands?—Partly from Mr. Bis- 
choffsheim, partly from Mr. Lefevre. 

1206. This was not coming to you by any 
allotments of the loan to the public?—TI had no- 
thing to do with allotments at all. | | 

- 1207. ‘Then all the monies you received you 
received from Bischoffsheim and Lefevre ?—Yes. _ 
1208. Have 


et 
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1208. Have you any account of those monies ? 
—Yes; I have my cash-book. 

1209. Will you produce it? 
did so.) 

1210. Will you begin about the 15th of July 
1869; does that cash-book refer to this affair 
alone ?—Yes. 

1211. You were not in business at this time 
yourself ?— No, 

1212. Just tel! me whether this is correct ; 
does this side (pointing to the cash-book) show 
your receipts ?—Yes. ° 

1213. This (pointing to it) is your debit, and 
this is the sum you are entitled to take credit for 
by means of payment ?—Yes. 

1214. Who kept this: book?—Johnson and 
Cooper, accountants; J do not know the exact 
firm. 

1215. I see here, under the receipts in July 


(The Witness 


1869, the first entries: “To Honduras Railway 


Loan, Messrs. Cotterrill and Robinson, Govern- 
ment trustees; amount handed over this day, per 
statement entered in ledger, 11,110/. 15s. 2d.” 
Then there is a small sum, “ ditto ditto, interest 
21.2s.11d.” Then, under the head of “ Lefe- 
vre,” I find “ Amount received this day, 23,752 /. 
16s. Od.”; ‘Bischoffsheim & Goldschmidt, 
amount per letter of the 16th of July 1869, 
5,0681.” ; “ ditto, 19th of July, 1,142 /.”; making 
6,211/. Then you received on the 30th from 
Lefevre 4,116 7.; on the 2nd of August 4,459 /., 
and on the 6th of August 12,0057.; so you 
received 61,6567. Now, had you any knowledge 
at all where this money was coming from ?—- 
Yes; sale of bonds principally. 

1216. By whom ?—By Lefevre. 

1217. Do you mean sold on the Stock Ex- 
change to the public ?— As far as I know. 

1218. If Lefevre sold 1002. bonds at 85/., 
what sum did he hand over to you ?—-£. 80 in the 
first instance, and it was reduced later on to 
68 1. 12s. 

1219. You were aware of the terms of the trust 
deed ?—Yes. 

1220. It never was 807. he had to pay over to 
the Government; you will recollect what was to 
be paid. Just see if you are right about that; 
we have it now in the deed; you yourself have 
produced that the sum to be paid was with respect 
to bonds placed after the Ist of July 1869, 
68 J. 12 s.?—Then I may be wrong. 

1221. You were not trustee, you see, until 
19th July ?—--No. 

1222. After that date whatever sum he sold 
through the Stock Exchange, he only paid you 
over the 68 J. 12s., and kept the rest himself ?— 
Yes. 

1223. Do you know whether in July 1869, the 
price of the bonds was varying from 86 /. to 82 /.? 
—I dare say I knew that, because [ must have 
looked at the Stock Exchange list. 

1224. Can you tell me the price of the bonds 
at that time :—No. 

1225. We will now take payments out; by 
whose direction did you make payments out ?— 
If there were any other payments to be made 
than what are stipulated in the trust deed, I only 
made them on the authorisation of all the parties 
by whom the deed was signed. ~ 

1226. For instance, if you wanted to draw a 
cheque upon the account, to whom did you look 
for authority for your having this money placed 
at your credit and that of Mr. Barnes, Mr. 

0.64. 
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Waring’s clerk. We see that certain payments 
were made out which, I presume, were made in 
answer to your cheque; would that be so?—By 
the London and County Bank ?—Yes. 

1227. Who'used to authorise you to draw those 
cheques ’—They were provided for by the 
trust deed. 

1228. Will you give me the names. I want 
to know your idea. Who, as a fact, gave you 
instructions to draw the particular cheques ?— 
I do not get any instructions at all. If you will 
give me a special case I may understand your 
question better. 

1229. There isa cheque drawn in favour of 


R. Evans; who is he?—He was a confidential | 


clerk to Mr. Lefevre, and he ~as secretary to 
the trustees. 

1230. Your secretary ?—Yes. 

1231. Do you mean that Mr. Evans acted as 
your secretary; what is he? —I do not know 
where he is now. 

1232. Does he carry on business ?—Not that I 
know of. 

1233. There is a cheque for 431 13s. 2d. in 
favour of him; what is that for ?—That is his 
salary, I suppose. 

1234. Who would give you instructions to 
draw that? -— He was engaged at a certain 
salary. 

1235. Did any one tell you to pay Mr. Evans 
his salary, or did you draw it without instruc- 
tions ?—If his salary was due I drew it without 
instructions. 

1236. Here are other cheques; one is in favour 
of Mr. Philip Blyth; he was a trustee ? — 
Yes. ; 

1237. Then I see cheques in favour of Barnes 
& Davids; had you a salary as trustee ?— 
Yes. 

1238. How much?—It is provided in the 
trust deed. - 

1239. How much did you receive, as a fact ?— 
I do not know. 

1240. “ Don Carlos Gutierrez, 507. 18s. 9d.;” 
what is that for ?—He was a railway trustee him- 
self; you read his name in the deed; there were 
two sets of trustees ; there were general trustees 
and railway trustees. 

1241. You were one of the general trustees ? 
—Yes; and there were railway trustees also. 

1242. Who were they ?—Blyth, Gutierrez, and 
myself. 

1243. Have you got that railway trust deed ? 
—TI think I have (the Witness looked amongst his 

No, I have not got it. be 3 
1244. Who has, do you know ?—No. 


1245. Here is such an item as this, on 13th . 


August 1869, “By Honduras Railway Loan 
(Railway Trustees Account), 14,548 /.” Now, from 
whom would you receive instructions to draw 
that cheque ?— Verbal instructions you mean ? 

1246. Yes ?—Well, we got notice, usually, I 
fancy, from Waring Brothers, if they required 
money for the railway, you know. 

1247. Whom did you go to to get instructions 
to pay; when they came to you did you mention 
it to Mr. Bischoffsheim, or to Gutierrez ?—I may 
have mentioned itto Mr. Bischoffsheim, but I do 
not remember that I did that every time; ina 
special case I may. 4 

1248: Were you paid a salary or by commis- 
sion?—A salary. 

1249. What is the meaning of this entry on 

H 12th 
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12th November 1869, “ General trustees remu- 
neration, paid them half on 17,7461. 16s.”?—It 
means half per cent. 

1250. You were paid half per cent. on what ? 
—It must have been in the trust deed. I must 
have been mistaken then in saying that it was a 
salary. There were several trust deeds; they 
were so mixed up that 1 made the mistake. 

1251. I see in the next item, “ By Honduras 
Railway. Loan, Government Bills Account; 
cheque to Don Carlos, as per New Convention, 
4,000 /., 24th November 1869.” What is that 
New Convention ?—There is a Convention of 
October 1869. 

1252. Will you produce that? 
did so, vide Appendiz. ) 

1253. Now does this cash book refer to the 
1870 loan ?-—No. 

1254, Only to the 1867 one ?—I think so. I 
have got a separate cash book for the 1870 loan. 

1255. How much money altogether did you 
receive on account of the 1867 loan; the pages 
do not seem to! be added up ?—I cannot tell you. 

1256. Just look at this book, please. On 15th 
December 1869, you received from Lefevre 
105,708 /. ?—Yes. 

1257. Can you give me the gross amount of 
what you receive ?—No. 

1258. It can be made out from this book, I 
suppose ?— Ves. 

1259. Can you tell me the amount that was 
paid to Messrs. Waring ?—I think I paid 
250,000 7. in cash, or 300,000 Z. in cash, and then 
there was a payment made in bonds. 

1260. How much was paid in bonds to Messrs. 
Waring ?—It was one transaction of 200,000 /. 

1261. Did Messrs. Waring ever give their 
bonds back? Was there any arrangement with 
Messrs. Waring by which they should give their 
bonds back at any time ?—I do not remember. 

1262. I see you went on receiving as late as 
30th June 1871 ?—Yes. 

1263. Now was any of this money, do you 
know, employed in buying any of the stock of 
1870 upon the market ?—To my knowledge, not. 

1264. What did the money go for ; what 
was it spent in, apart from paying sinking fund, 
and interest, and Warings; do you know any- 
thing else?—No; there were commissions. 

1265. To whom ?—I suppose there was a pay- 
ment of 125,000/. to Bischoffsheim & Gold- 
schmidt, and so much for payment of coupons. 

1266. Will you just explain this to me. 
On 29th April 1870, there is this entry :— 
“ Balance carried forward as under: Retained 
for general expenses, 4007.; balance for future 
division, 51,0431.” What does that mean?—I 
do not know, but I dare say you. will find an 
account of how that money has beeu spent. 

1267. Whose initial is that, or what is that 


(The Witness 


«P. C.”?-—That may be the accountant’s signa- ° 


ture, I think. 

1268. Have you any other account books be- 
sides this relating to that loan ?— Yes, I have got 
a ledger. 

1269. Will you produce it please ? 
Witness did so.) 

1270. Now, what had you to do with the 1870 
loan ?—I was a trustee to that loan. 

1271. Have you got your deed appointing you 
to that ?—Yes. 

1272. Will you produce it please. ( Zhe Wit- 
ness did so.) ) 


( The 
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Mr. Edward Stanhope. 

1273. The date of this is 17th June 1870. 
This indenture is ‘“* Between his Excellency 
Don Carlos Gutierrez, Minister Plenipotentiary 
of Honduras in London, acting in England for: 


_and on behalf, and as the duly authorised repre- 


sentative, of the Government of Honduras, of the 
first part; Charles Lefevre, of 80 Lombard- 
street, in the City of London, gentleman, of the 
second part; and Leonard Davids, of Founder’s- 
court, in the said City of London, gentleman, 
and Lawrence Lord Barnes, of No. 10, Victoria 
Chambers, Victoria-street, in the City of West- 
minster, gentleman ‘hereinafter called the 
Trustees), of the third part: Whereas by an 
agreement made the 15th day of June 1870.” 
Have you got that agreement ?—No. 

1274. “ Between his Excellency the said Don 
Carlos Gutierrez of the one part, and the said 
Henry Lewis Bischoffsheim, on behalf of his 
partners constituting the firm of Bischoffsheim 
& Goldschmidt, of the other part; it was 
agreed that a loan of 2,500,000/. nominal amount 
should be raised at the price of 802. per cent., to 
be denominated the Honduras Ten) per Cent. 
Government Railway Loan, 1870, upon the terms 
and conditions in the said agreement particularly 
mentioned, comprising (inter alia) provisions that 
the bonds to be issued for the purpose of raising 
the said loan should be deposited at the London 
and County Bank in the names of certain per- 
sons, therem called the general trustees, who 
were to be appointed under a deed bearing or 
intended to bear even date therewith; and that 
all sums of money to be paid to the said Govern- 
ment of Honduras, proceeding from the said loan, 
should be paid by the general trustees to-the 
order of the Government or to its represen- 
tatives in London; and that the receipt of 
such representative, or of the persons to whom 
the money shou!d have been paid by the order of 
the said Government, should serve as a sufficient 
discharge to the trustees or to the persons paying 
the same: And it is by the said agreement 
further provided that all the domains and forests 
of the State, together with their produce and 
products, such as mahogany and other woods, 
together with tobacco, cotton, minerals, &c., 
should be consigned for sale and realisation, 
exclusively to the said Messrs. Bischoffsheim 
& Goldschmidt, who were thereby authorised to 
realise the same in the manner therein mentioned, 
and to pay the net proceeds thereof to the said 
general trustees so long as the trusts of the said 
deed should remain in force; and on the termi- 
nation thereof, that the said proceeds should be 
held. by Messrs. Bischoffsheim & Goldschimdt 
to be applied by them in payment of the interest, 
and redemption of the said loan. And it is by 
the said agreement further provided that the 
monies to be raised under the said loan being 
principally intended for the construction and 
equipment of the railway therein mentioned, the 
administration of such part thereof as is destined 
for that purpose should be confided exclusively 
to certaim persons therein called the railway 
trustees, who were to be at least three, and not 
more than five in number. And im the said 
agreement there is contained a stipulation that 
the said Messrs. Bischofisheim & Goldschmidt 


. 


should have the right, should they so desire, to 


assign their interest in the said agreement, or any» 

part thereof; and that upon notice in writing to 

the Minister of any such assignment, and upon 
the 
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the assignee taking upon himself the performance 
of the stipulations or conditions thereinbefore 
contained, on the part of the said Messrs, Bis- 
choffsheim & Goldschmidt, they should be 
absolved from the performance of the said agrée- 
ment. And whereas by a supplemental agree- 
ment, also bearing date the said 15th day of 
June 1870, and made between his Excellency 
the said Don Carlos Gutierrez of the one part, 
and the said Henry Lewis Bischoffsheim, on 
behalf of himself and the co-partners constituting 
the said firm of Bischoffsheim & Goldschmidt, 
of the other part, it was mutually agreed and 
declared that the said Messrs. Bischoffsheim & 
‘Goldschmidt, or their assigns, should apply the 
proceeds of the said loan in the several priorities 
following ; that isto say: I. Printing and stamp- 
ing bonds, &c., and incidental expenses, 7,500 /. 
Il. Commission of half per cent. for brokers, and 
the firm that receives subscriptions, 37,500 /. 
III. Commission of 5 per cent. for issuing present 
loan, 125,000/.; making together, 
IV. Trustees and a secretary, two years, 8,000 J. 
V. Annual commission of 10,000 /. for payment 
of coupons, and sinking fund on loan, 2,500,000, 
for two years, 20,0002. VI. Interest for two 
years on loan of 2,500,000 2. nominal from 1st 
January 1871, to 3lst December 1872,,500,0007. ; 
VII. Amortization fund two years at 3 per cent. 
on the above loan, from Ist January 1871, to 
31st December 1872, 150,000 7., making together 
670,000 7. WILL. Commission for paying coupons 
for interest and amortization fund, on loan of 
1,000,000 7., under Convention of 25th October 
1867, 30,0007. IX. Interest until and inclusive 
Ist July 1872, on said loan” (that is the 1867 
loan), “ 250,0007., less amount standing to the 
eredit of Mr. Charles Waring and Mr Henry 
Louis Bischoffsheim, interest account on the 16th 
day of June instant with the London and County 
Bank. X. Amortization fund up to same date on 
same loan” (that is the 1867 loan), “ 60,000 7. 
XI. Contract, @ forfait, with Messrs. Waring 
Brothers and McCandlish, for the construction of 
the third section of the railway from Comayagua 
to the Bay of Fonseca, 800,000/. XII. For 
two years’ interest on the Federal debt, 10,800 J. 
XIII. Further sums placed at the disposal of the 
Government of Honduras, 100,000/. XIV. 
Salary to Mr. Brunlees, engineer in chief, ac- 
cording to his contract, not exceeding 20,000 J. 
And by the said agreement now in recital it was 
farther provided that the deficiency of 118,300 /. 
appearing upon the account therein mentioned, 
together with a sum of 36,7407. due to the said 
Charles Lefevre from the Honduras Government 
should be charged upon and paid out of all monies 
or products, or articles of value that might be 
remitted or consigned by or for the said Hon- 
duras Government to the said Messrs. Bischoff- 
sheim & Goldschmidt under the provisions of 
the hereinbefore recited agreement for the issuing 
of the said loan. And whereas, by an agreement 
bearing even date herewith, and made between 
his Excellency the said Don Carlos Gutierrez of 
the first part, Henry Louis Bischoffsheim, on 
behalf of himself and his co-partners constituting 
. the said firm of Bischoffsheim & Goldschmidt, of 
the second part, and the said Charles Lefevre of 
the third part, the said Henry Louis Bischoff- 
-sheim transferred, with the concurrence of the 
said Don Carlos Gutierrez to the said Charles 
‘Lefevre the benefit of the said recited agreement, 
0.64. 
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so far as regards the issue of the said loan, and 
the said Charles Lefevre thereby took upon him- 
self the obligations of performing the stipulations 
of the said agreement so far as the same were to be 
performed by the said Henry Louis Bischoffsheim, 
or the firm of Bischoffsheim & Goldschmidt, with 
reference to the issue of the loan. And whereas, 
by articles of agreement, dated the 17th day of 
June 1870, and made between the said Don Carlos 
Gutierrez, of the one part, and William Waring, 
Henry Waring, and Charles Waring, and William 
McCandlish, of No. 9, Victoria Chambers, 
Westminster, trading as ‘Waring Brothers & 
McCandlish,’ thereinafter called ‘ the contractors,’ 
of the other part, the said contractors under- 
took the construction of that portion of the rail- 
way from Puerto Caballos to the Bay of Fonseca, 
extending from Comayagua to the said Bay of 
Fonseca, upon the terms and conditions more 
particularly specified in the said articles of agree- 
ment, which provided (amongst other things) that 
the monies payable to the said contractors should 
be paid by the said Government through the 
trustees therein mentioned. And whereas, by an 
indenture bearing even date with these presents, 
and made between his Excellency the said Don 
Carlos Gutierrez, of the first part, the said Henry 
Louis Bischoffsheim, of the second part, and the 
said Don Carlos Gutierrez, Phillip Thomas Blyth, 
and N.S. Watson, and the said Leonard Davids, 
of the third part, it was (amongst other things) 
provided that the said Don Carlos Gutierrez, 
Phillip Thomas Blyth, and Leonard Davids, 
should be, and they were, thereby constituted, the 
railway trustees (with power to add two to their 
number) for the purpose of receiving and apply- 
ing so much of such portion of the said loan, 
when raised, as is provided to be paid to them 
into the name of the railway trustees, under and 
by virtue of the said supplementary agreement. 
And whereas, there is now due and owing from 
the said Government of Honduras to the said 
Charles Lefevre, for monies advanced by him to- 
wards payment of interest. on a loan heretofore 
granted to the said Government, a sum of 
36,740 1., which claim is to be considered in strict 
accordance with the letter dated the 15th day of 
October 1869, hereinafter mentioned. Now, this 
indenture witnesseth, and it is hereby mutually 
agreed by and between the several parties hereto, 
each of them entering into this agreement, so far 
as relates to his own acts and deeds, only in man- 
ner fullowing; that is to say : (1.) The loan which 
is to be for 2,500,000 Z. sterling nominal, is to be 
raised upon, and represented by, bonds of 100 7. 
each nominal British sterling, such bonds carrying 
interest at 10 /. per cent. per annum, payable in 
London, in pounds sterling, on the Ist day of 
January and the Ist day of July in each year. 
Such bonds are forthwith to be signed by the said 
Don Carlos Gutierrez, as the duly appointed re- 
presentative, and by the said Messrs. Bischoff- 
sheim & Goldschmidt, as agents of the Hon- 
duras Government. (2.) The said bonds are 
within two months after the-issue of the letters of 
allotment in respect of such loan, to be deposited 
in the name and under the control of the trustees, 
who are to lodge the same with the London and 
County Bank. (3.) The said Charles Lefevre is 
to be entitled to all the bonds as issued, with all the 
benefits thereof, and to call for the same from the 
said trustees; and the said trustees shall be bound 
to deliver, at his request, such bonds, with the 

H2 coupons 
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Mr. Davids. 
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coupons attached to such an amount, and at such 
times, and from time to time, as he in his absolute 
discretion shall think fit, upon handing to the said 
trustees, in exchange for the said bonds, the 
sum of 80/7. per cent. of their nominal value, or 
against fully paid up scrip; and he is to be 
entitled to retain such bonds, or to sell them at 
such times, and in such manner, and at such 
prices, as he may in his absolute discretion think 
tit. The said Charles Lefevre is also entitled to 
call upon the said trustees to deliver to him 
fourteen days before any of the days whereon 
any payment stipulated to be made in accord- 
ance with the said supplemental agreement 
relating to the said loan beconfes due, so many 
and such amount of the said bonds as calculated 
at the price of 802. per cent., shall represent the 
amount. of any such payment. And the trustees 
shall be bound to hand the same to him upon his 
making such payments accordingly: the said 
Charles Lefevre hereby pledging to the trustees 
the said «sum of 36,740 7. now due to him by the 
Honduras Government as aforesaid, payable to him 
in the manner stated in a letter dated 15th Oc- 
tober 1869, addressed to his Excellency Don 
Carlos Gutierrez, and signed by Messrs. Bis- 
choffsheim & Goldschmidt, Waring Brothers, 
and McCandlish and Waring Brothers, the same 
to be held as a guarantee for the due perform- 
ance of any undertaking from time to time to be 
given by him as last aforesaid. (4.) All monies 
which may be received or come into the possession 
of the trustees under any of the clauses in this 
agreement shall be applied, and the said trustees 
undertake to apply them so far as the same will 
extend, in making the following payments in the 
order and at the times mentioned against each 
payment, or in such other order and at such 
other time, or in making payments on account as 
the said Charles Lefevre shall direct :— 


Nature and Amount of 
Payment. 


Time of Payment. 


1. Printing “and 


Stamping Bonds, &¢ this sum to be paid to Mr. 
to} ? a 


Out of first monies received, 
£- 7,60) Lefevre. 


Within two days after issue 
of Letters of Allotment, this 
sum to be paid also to Mr. 
Lefevre. 


2. Mr. C. Lefevre, 
for Commission of 15 
per cent.for Bankers’ | 
Brokers - —- - £.37,500 


3. Mr.Charles Le- 
fevre, as Assignee of 
Messrs. _ Bischoffs- 
heim & Goldschmidt, 
Commission of 5 per 
cent. for issuing Loan 


Within two days after issue 
of Letters of Allotment, this 
sum to be paid to Mr, Le- 
fevre. 

£.125,000| 2 


4, Trustees’ and 
Secretary’s remune- 
ration for two years 


| In equal instalments every 


£.8,000 three months. 
b St 


Loan of 1870 for £. 2,500,000. 


5. 1st January 
1871, Six months’ in- 
terest - - 


6. Ist January 
1871, Amortization 
of 3 per cent. - - 


7. 1st July 1871, 
Six months’ interest 


8. Ist July 1871, 
Commission to C. Le- 
fevre for paying Cou- 
pons, &c. - - 


One month prior to the due 


£. 125,000 \ fate. 


£.75,000| Ditto. 


£. 125,000} Ditto. 


£.10,000| Ditto. 
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Loan of 1870 for £.2,500,000—continued. 


Nature and Amount of 
Payment. 


9. Ist January 
1872, Six months’ in- 


terest - -  - £.125,000 


10. Ist January 
1872, Amortization 
at 3 per cent. - - 


11. 1st July 1872, 
Six months’ interest 


12. 1st July 1872, 
Commission to 
Messrs. _ Bischoffs- 
heim & Goldschmidt 
for paying Coupons, 


&e. - = = £.10,000 


£.75,000 | 


£. 125,000 


Time of Payment. 
—~+— 


lone month prior to the due 
j date. 


Ditto. 


Ditto. 


Ditto. 


Loan of 1867 for £. 1,000,000. 


13. Ist July 1870, 
to be paid to Trustees 
to make up Dividend 
due Ist July 1870 - 


Ist July 1870, 
Commission to 
Messrs. __ Bischofls- 
heim & Goldschmidt 
for paying Coupons, 
&e. - - - 


Ist January 1871, 
Six months’ interest 


£. 50,000 


£. 10,000 


£. 50,000 


Ist January 1871, 
Amortization at 3 per 


cent. - - - £.80,000 


Ist July 1871, Six 
months’ interest - . £..50,000 


Ist July. 1871, 
Commission for pay- 
ing Coupons, to 
Messrs. _ Bischoffs- 


heim & Goldschmidt £. 10,000 


Ist January 1872, 


Six months’ interest £. 50,000 


1st January 1872, 
Amortization at 3 per 
cent. = = = 


Ist July 1872, Six 
months’ interest - 


Ist July 1872, 
Commission to 
Messrs. _ Bischoffs- 
heim & Goldschmidt 
for paying Coupons - 


£. 30,000 


£. 50,000 


Contract “4d for- 


_ fait”? with Messrs. 


Waring Brothers and 


Mr. Candlish - - £. 800,000 


Two years’ interest 


on Federal Debt -  £. 10,800 


Further sums 
placed at the disposal 
of the Government - 


Salary to Mr. 
Brunlees, as Engi- 
neer, for two years, 
according to his Con- 
tract, not exceeding - 


£. 100,000 


£. 20,000 


(5.) In case at any time 


£. 10,000] 


lone month prior to the due 
{ date. 


Dttto. 


Ditto. 


Ditto. 


Ditto. 


Ditto. 


Ditto. 


Ditto. 


Ditto. 


Ditto. 


To be paid to the Railway 

Trustees at such times as 

| required by them, to satisfy 
the-Trust of their Deed. 


Pathe one month prior 
to its becoming due. 


Drafts, the Bills of the Go- 


From time to time against 
vernment. 


aan as it becomes 


due. 


there shall not be suf- 


ficient cash in the hands of the trustees to make 
such payments as hereinbefore provided for, the 
said Charles Lefevre shall be entitled to require, 
and the trustees shall be bound to deliver to him, 


such 
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Such an amount of bonds as, calculated at the 
price of 80, shall be sufficient to cover the amount 
of such payment. (6.) All monies which shall 
be received by the trustees in respect of the pro- 
ceeds arising from the sale of produce consigned 
on behalf of the Honduras Government to Messrs. 
Bischoftsheim & Goldschmidt, which proceeds are 
by the contract for the loan to be paid over by 
Messrs. Bischoffsheim & Goldschmidt to the 
general trustees, shall be applied by them in 
making up the deficiency which may exist 
between the amount of the said loan and the 
payment hereinafter directed to be made there- 
out, and after payment thereout in such manner 
and for such purposes as the said Charles Lefevre 
in his absolute discretion shall direct towards 
reimbursing him the said sum of 37,640 2. so now 
due and owing to him as aforesaid part passu 
with the amount payable to the Government 
under and by virtue of the said letter of the 
13th October 1869, as hereinbefore recited. All 
monies from time to time in the hands of the 
trustees hereby appointed may he advanced to or 
through Messrs. Bischoffsheim & Goldschmidt 
against such securities as the trustees may in 
their unfettered and absolute discretion think 
proper”; and then follow provisions with respect 
to the appointment of new trustees under certain 
contingencies ?—Yes. 


Sir Henry James. 


1275. Now, you commenced to act under that 
deed ?—Yes. 

1276. Did you receive monies under that ?— 
Yes. 

1277. From whom?—From Mr. Lefevre for 
bonds. 

1278. You have got, perhaps, an account book 
now of the 1870 loan? (The Witness handed it 
in. 
1279. I see these entries commence the 25th 
June 1870, which was immediately after the loan 
came out; the date of the prospectus was the 
20th June. What does this mean: “To first 
instalment account,” so and so, 200/.; were those 
monies paid into the bank ?—I suppose so. 

1280. The first amounts entered to your debit 
appear to represent amounts paid into the bank 
upon allotment ‘—Yes. 

1281. Do you know how much money you 
received in full ?—No. 

1282. Just tell me whether this is correct ; 
does it appear by your book that up to the 12th 
July 1870 you had received under the head of 
“first instalment account,” 417,559 /. ?-—Yes, it 
appears so there. 

1283. Now, taking the other instalments, the 
amount that appears to have been paid upon all 
the instalments paid by the public, amounted to 
507,436 /. ?—Yes. 

1284. That is as paid by the public upon all 
the instalments of the 1870 loan, 507,436 l. ?— 
Yes. 

1285. Now, in August 1870, did you com- 
mence to receive payments to your account first 
by Bischoffsheim, Goldschmidt & Company ? — 
Yes, if it is in the book. 

1286. I am asking you from the book; did you 
receive also monies from Mr. Lefevre ?—Yes. 

1287. Read this,“ Government produce account 
proceeds of, per ‘ A.N. Cézard’ and ‘ Grenmar,’” 
3,877 1.; was that the proceeds of mahogany 
coming by those two vessels >—It was the amount 

0.64. 
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of the account sales handed in by Bischoffsheim 
& Goldschmidt. r 


1288. What is the meaning of this entry under 
date the 11th October 1870, “ Balance of cash, 
amount transferred from Honduras account 1870 
at this date” ?—TI do not know. 


1289. Can you give any explanation of this 
entry ; under the 1st December 1870, “ Balance 
of cash, amount transferred from Honduras 
account 1870 at this date,” 18,504 /.?—No, I 
fancy they were balances at the London and 
County Bank. The first and second instalments 
are entered in this 1870 book, but the others are 
not. , 

1290. You are incorrect; you will see the 
whole instalments entered here ?—Then I do not 
know. 

1291. Can you give an explanation of this, 
under date lst January 1871: “To C.J. Lefevre 
against 12,5007. Stock, 10,000/.;” what does 
that mean ?—He paid us at the price of 80 /. for 
12,500 2. nominal stock. 


1292. I see in many of these entries you have; 
“ per minute of the 16th of January ;” was there 
a minute book kept?—Yes. 

1293. Will you produce it? (The Witness did 
$0.) 
1294. Now, here is another entry of the 17th 
March 1871: “ To Government proceeds account 
per Bischoffsheim & Goldschmidt account; sales 
wood per Magdala.” Have you any such account, 
the Government proceeds account ?— Account 
sales? No. 

1295. Who has got it?—I may have got it 
amongst other papers. I have not had time to 
look through my other papers, because I only had 
the notice the day before yesterday. 

1296. I see this on the 25th April 1871, “ To 
Government proceeds, per Bischoffsheim & Gold- 
schmidt, Account sales fustic, per ‘ Queen of the 
South.’” Do you know whether that timber 
was sent by the Honduras Government, or was 
purchased by Bischoffsheim & Goldschmidt ?— 
As far as I know, it was not purchased by Bis- 
chofisheim & Goldschmidt. 

1297. Or was it paid for by them ?—No. 

1298. Do you know who paid for that ?—We 
got the bill of lading, 

1299. From some merchants ?—Yes. 

1300. Did you know whether Gutierrez paid 
for that ?—No. 

1301. I see you have an entry in your book 
under the Ist of May 1871, “To C. J. Lefevre 
against 27,200 /. stock; per minute book 29th of 
June 1871, 20,4002.”; and the minute on that 
subject is, “ Handed to C. J. Lefevre, Esq., 
against his cheque for 20,4007. Honduras Rail- 
way Loan 1870, stock to the amount of 27,200 /., 
being at the price of 75 /. per cent., in 272 bonds 
of 1002. each,” and then follow the number of 
the bonds. Then by this entry it appears that 
you received 20,400 /. for those bonds at the price 
of 75 1. per cent. ?—Yes. 

1302. Do you know why that was done, why 
Mr. Lefevre was taking the bonds at 75 /.?—-He 
had sold them, I suppose. 

1303. I believe you ceased to be trustee on 
the 5th August 18%1; is that the date ?—As late 
as that? I thought it was earlier. 

1304. Will you look for yourself and see ?—If 
it is in the book it must be correct. 

1305. There is no minute by you after the 

H3 + , 4th 
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4th of July 1871 ?—1I had my release on the 4th 
of July 1871. 
1306. That was the latest date you did any 
work ?— Yes. 


1307. Isee your salary had been increased; you _ 


were getting, I think, at this time 1662, 13s. 4 d. 
every three months, were you not ?—Yes. 

1308. For acting as trustee ?—Yes. 

1309. Were you also invested with the Grand 
Cross of the Order of the Santa Rosa, Honduras? 
—Yes. 

1310, That was by Don Carlos Gutierrez ?—I 
do not think it is on the minute book. 

1311. Was that for what you had done as 
trustee ; for merit, I mean ?—I did not ask him 
what he sent it for. 

1312. At what stage of your position as trustee 
did you receive the Grand Cross ?—I did not re- 
ceive the Grand Cross, it was only a cross. 

1313. Of what order?— Of the Honduras 
order. 

1314. Is it not the order of Santa Rosa ?— 
Yes. ‘ 

1315. Wasit before you commenced as trustee, 
or during the time ?—During the time, I think. » 

1316. Has all the money you have paid been 
entered in this book ?—Yes. . 

1317. Have you any other accounts?—I have 
some books which are of no consequence. 

1318. What other documents have you as to 
these proceedings ?—Everything was paid by the 
trust deed, you know. 

1319. But have you any other documents ?—I 
might have had some, but I really could not say. 
It is five years ago since I looked at these 
things. E 

1320. Now, I want your minute book, if you 
have one, for the 1867 loan? (The Witness pro- 
duced the book.) 

1321. I want you to explain this. Will you 
tell me what you did upon the 17th of March 
1871. There was on that day “a meeting of the 
general trustees of the Honduras Government 
Railway Loan, 1870, held at 80, Lombard- 
street.” Whose office was that ?—Mr. Lefevre’s. 

1322. “ Friday,.17th of March 1871.” Do 
you recollect who were present on that occasion ? 
—I suppose myself only, because Mr. Barnes 
was dead. 

1323. “ Present L. Davids, Esq. The minutes 
of the preceding meeting were read and con- 
firmed.” Was that unanimously done? “A 
letter was received from the London and County 
Bank, dated 10th March, accompanied by 22 
parcels of scrip, exchanged against bonds No. 1 
to 2,238; also bond exchanged register; also the 
key of stock box, containing the balance of bonds 
placed in their hands, viz., 2,240 to 3,000, or 766 


bonds of 1007. each. Bond No. 2,239 has been 


retained by the bank for the purpose of ex- 
changing against scrip No. 13,304. A letter was 
written to the London and County Bank acknow- 
ledging the receipt of the above. A letter was 
received from Messrs. Bischoffsheim & Gold- 
schmidt, together with account sales, per ‘ Mag- 
dala,’ of cargo wood, amounting to 9951. 16s., 
for which they enclosed a cheque, which letter 
was duly acknowledged. The secretary handed 
in the list of the drawn. bonds of 31st December 
1870, viz., 750 bonds of 100d. each; equal to 
75,000 l., numbers as per list. The secretary re- 
ported.” I suppose he reported to you ?—Yes. 
1324. “That the balance at the London and 
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County Bank on the morning of the 17th Mareh 
amounted to 7082. 9s.9d.” Then I see, “'The 
following cheques were drawn: 


General trustees— 
L. L. Barnes, three months’ salary 
to 17 March - - - £.166 13 4 
L. Davids, ditto - SO NON es i 
R. Evans, ditto.” ‘Had he become a trustee? 
— May I know the amount? 


1325. £.166. 13s. 4d.; had he become a 
trustee ?>—No. 

1326. As you were the only person present at 
the meeting, just look at this (handing the book to 
the Witness). You were chairman, I suppose ; 
look at that: “R. Evans, 1662 13s. 4 d.??—I 
did not write that. 

1327, Who wrote it ?—Mori. 

1328. Who is he ?—-Clerk to Mr. Lefevre. 

1329. You must have drawn a cheque to Evans 
as general trustee for 166 /. odd ?—It must be a 
wrong expression if it is a question of general 
trustees; I never paid anything except for what 
is provided for, : 

1330. At all these meetings (I do not want to 
make a joke of this) you were the only person 
present for months ?— After Mr. Barnes died 
they had no new trustees. | 

1331. I see you were drawing cheques for the 
railway trustees, who were Gutierrez and your- 
self again ; you were a railway trustee ?—Yes, 

bi £. 600 a year in that capacity, is it not? 
— Yes. 

1333. So that you were getting 1,200 J. a year 
at this time ?—Yes. ) 

1334. And you were clerk to Bischoffsheim 
& Company ?—Yes. 

1335. How often did you meet, once amonth? 
—No, about once a week. 

1336. Whenever you thought proper you 
called a meeting ?—Yes. 


Chairman. 


1337. Did it ever occur to you to ask what 
was to happen with regard to this loan after the 
month of July 1872 ?—No, I left Messrs. Bis- 
choffsheim in December 1871. 

1338, But you undertook to be trustee up to 
that period: I suppose when you became trustee 
you naturally inquired into the duties you had to 
perform ; did it occur to you what was to happen 
after July 1872; is there any provision for that 
in the deed ?—They said that the railway would 
produce so much as to provide for everything. 

1339. That was the idea, that there would be 
no necessity for anything of the kind afterwards? 


—Yés. 


of 


Mr. Bourke. 

1340. Who was the solicitor who drew up that 
agreement that we have just had read?—I believe 
it was Mr, Sharp. | iia 

1341. Did he draw up all the agreements that 
have been read ?—Yes, so far as I recollect. 

Mr. Whitbread. et, 

1342. Who was this Mr. Evans on whom that 
cheque of 1667. was drawn?— Mr. Richard 
Evans, the confidential clerk of Mr. Lefevre. 

1343. Had he any other occupation that you 


‘know of ?—No; I think he. was formerly con- 


nected with some advertising office. — 
1344. Had he any connection with the press ? 
—Yes; I mean the press. rte 
1345. What 


OA 


/ 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


Mr. Whitbread—continued. 


1345. What connection with the press had he ? 
—That I do not know. 

1346. Do you know him at all intimately ?—I 
have known him; I have lost sight of him. 

1347. What was his connexion with the press? 
—I cannot say, because I did not know anything 
about that 

1348. You do not happen to know that he had 
any special avocation in connexion with any one 
paper ?—I only know that he had an uncle who 
wrote the money articles of the “ Standard.” 

1349. He was the nephew of the Mr. Evans 
who wrote the money article of the “Standard”? 
—Yes; that is all I know about him. 


Sir Henry Holland. 


1350. Sir Henry James asked who were 
Messrs. Ford and Widdicombe; do you know any- 
thing about them ?—Widdicombe was the clerk 
of Mr. Sharp. 

1351, He was a solicitor ?—Yes. 

1352. And do you know anything about. Ford ? 
—I know he was an accountant. 

1353. Had they a place of business in the City ? 
— Yes. 

1354. Where was that ?—-Mr. Sharp’s place of 
business was at Gresham House. 

1355. And they were there ? ——- Widdicombe 
was. 

1356. And where was Ford ?—In Cheapside. 

1357. You said that you were general trustee 
and railway trustee ; do the accounts that appear 
in the books which you have handed in, represent 
money paid to you in both capacities, or only as 
general trustee ?-—In those books only as general 
trustee. 
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1358. And I think you say that you can give 
no explanation of the words, “ Balance for future 
division” ?—Not at present, because I did not 
write these books myself at all, and it is five years 
ago. f 

1359. I suppose you looked at the books from 
time to time !— Not since five years. 

1360. But you did then ?—Yes, and I do not 
remember now what that was. 


Mr. Kirkman Hodyson, 


1361. Did the other trustees meet with you ?— 
Yes. 

1362. You would not act separately at all ?— 
No, excepting that when Mr. Barnes died I was 
obliged to act by myself till another came. 

1363. Who was appointed after Mr. Barnes’s 
death ?—Mr. Ford and Mr. Widdicombe. 

1364. Was that a firm of accountants ?—No. 
Mr. Widdicombe was a clerk of Mr. Sharp’s, and 
Mr. Ford was an accountant. 

1365. Mr. Ford had a business of his own in 
the City as an accountant; he had an office of 
his own ?— Yes; I believe so, at least. 

1366. But you are not quite certain ?—I never 
went up to his place, so that I really could not 
say as to that. But I knew the man; I had seen 
him elsewhere. 

1367.. He was a person acting distinctly for 
Bischoftsheim, Lefevre, or Sharp !—Yes. 

1368. Is it not rather an extraordinary thing 
to appoint as a trustee a confidential clerk in the 
counting-house of the concern bringing out the 
loan ?-— Well, it was not for me to inquire. 

1369. But your own opinion is that that was 
rather a remarkable appointment, is it not ?— 
Well, I do not know. 


Mr. Witi1am McKeway, re-called. 


Sir Henry James. 


1370. WILL you please turn to the loan of 


1870. Any entries uf payments made as against 
the loan account, or from Mr. Lefevre’s account, 
after monies transferred to him? (The Wtness 
produced a Ledger, and pointed out certain pages 
of it to Sir Henry James.) 

1371. I understand this book that you have 
produced shows the number of payments out to 
Mr. Lefevre’s account ?—Yes. 

1372. And the first date here is 24th June 
1870 ?—Yes. 

1373. That would be at the time of the intro- 
ducing to the public. of the 1870 loan ?—It 
would. ng 

1374. I see some names here with large sums 
paid out. I see on the 30th June 1870, 15,5004. 
was paid to Mr. Bischoffsheim ; you would not 
know for what purpose ?— No. 

1375. Then 37,4332. was paid to Mr. Barclay; 
who is he?—I believe he is a broker or 
jobber. 

1376. I see 20,6002. to a person of the name 
ef Settlebank; who was that ?—I do not recog- 
nise the name. . 


1377, July 11th, Barclay 59,949 /.?—That would 


be the same person. 
1378. Barnett 37,0002. odd ?—-I think there is 
a member of the Stock Exchange of that name, 
but I cannot say positively that it is so. 
1379. We thencome to the name of De Zoete, 
0.64. 


Sir Henry James—continued. 
52,033 l.; who was Mr. De Zoete?—I know uno 
other Mr. De Zoete than the member of the 
Stock Exchange of that name. 

1380. That was llth July 1870 ?—Yes. 

1381. Then Cohen 57,0002; Burford 45,000 /. 
Are those names known to you ?—Cohen is. 

1382. Do you know whether that is Mr. Henry 
or Mr. Lionel Cohen ?—I do not know. 

1383. Do you keep these cheques ?—No. 

1384. Biedermann, what is he?—A member of 
the Stock Exchange, I believe. 

1385. Then Cohen again, 19,000 2. ?— It would 
be the same Mr. Cohen. ta 

1386. Do you know who Biedermann is at all ? 
-—No; I see he .is in the original allotment of 
1867, at 4, Angel Court, Throgmorton-street. I 
do not know who he is. 

1387. I see in the list of the Stock Exchange 
the name appears “ Max Biedermann, 4, Angel 
Court ” ?—This is 4, Angel Court. 

1388. It.seems that the amounts drawn out by 
Lefevre up to the 30th of September 1870, 
amounted to 417,144 J. ?—Yes, if that is the total 
shown there, that would be the amount drawn 
out. 

1389. Then, subsequent to that date, { see no 
payments to the previous brokers’ names at all. 
Just see if you can find any brokers at all after 
the 30th September 1870 ?—Not in this ledger. 

1390. Will you furnish us on Monday with a 

H4 copy 


Mr. Davids. 


18 March 
1875. 


Mr, 
' MeKenan. . 


Mr. 
Mc Kenan, 


18 March 
1875. 


Rev, Mr. 
Simpson. 
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copy of Lefevre’s account, commencing at the 
year 1867 ?—Yes. I should be glad to have per- 
mission to put in a letter being the application 
from the Stock Exchange for the necessary parti- 
culars for the settlement of this loan of 1870, and 
ouranswer. The letter is dated “ London, Stock 
Exchange, Railway Department, 27th June 
1870. The General Manager of the London and 
County Banking Company. Sir,— Application 
having been made to the Stock Exchange com- 
mittee to allow a settling day and quotation in 
the scrip of the Honduras Ten per Cent. Govern- 
ment Loan, 1870 (for 2,500,000 7.), I shall feel 
obliged by your sending me the following papers, 
&c.: 1. Authority of March 1870to the Honduras 
Minister to contract the loan, 2. Authority to 
the London and County Bank to invite sub- 
scriptions. 3. Notarial copy of the general bond 
executed by the Honduras Minister. 4. Certi- 
fied copy of your prospectus of 20th June. 
5. Formal certificate from yourselves stating that 
the loan has been subscribed for, and the deposit 
of 15 per cent. paid thereon; and further, that the 
scrip 1s ready for delivery to theallottees. 6. Can- 
celled copy of the scrip. I shall be glad to receive 
the above vouchers, &c., as soon as convenient, 
and am, Sir, your obedient servant, M. Slaughter, 
Secretary.” . Our reply is dated the “30th June 
1870,” and is addressed to Mr. Slaughter.—« I 
have received a letter from you under date of the 
27th instant, in which you inform me that appli- 
cation has been made to your committee to allow 
a settling day and quotation in the scrip of the 
Honduras Ten per Cent. Government Loan, 1870 
(for 2,500,600 7.), and request I will send to you 
certain papers you name. As your letter has 
been addressed to me under some misapprehen- 
sicn,I think it right to inform you that this bank 
has not invited subscriptions to this loan, nor 
have we issued any prospectus, or had any part, 
directiy or indirectly; in the allotment that has 
taken place. At the request, and for the con- 
venience, of the Honduras Minister, applications 
were: addressed to him to the care of the bank, 
and we have further undertaken to exchange our 
receipts for amounts paid, for the scrip and these 
for the bonds when delivered to us. The agents 
of the Honduras Government will doubtless 
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furnish the several documents to which you refer, 
and we will on their request give them a certifi- 
cate of the amount of money we have received, 
and of the scrip when it is handed to us. I am, 
Sir, yours obediently.” 


Chairman. 


‘1391. Did the bank ever recommend the loan 
to its clients, by letter or otherwise ?—Never. If 
I might be further allowed to explain, some ques- 
tions were asked me about letters, but I had not 
had time to look up any letters. I have here one 
letter asking for some information about the loan 
of 1867, and if the Committee would like I will 
read that letter and our reply to it, which was 
written in 1869. 


Sir Charles Russell. 


1392. Was that the one of Canon Quinlivan? - 


—No. 
Chairman. 


1393. My question was with reference to your 
spontaneous recommendation of the loan; was 
there anything of that sort ?— Unquestionably 
not, ‘ 


\ 


Mr. Kirkman Hodgson. 


1394. I think the loan of 1870 was not issued 
by you ?—No, it was not. 

1395. But I think the loan of 1867 was ?—No, 
excuse me; I put in the letter from Messrs. 
Bischoffsheim & Goldschmidt in which they 
state that they are authorised to issue the loan 
on commission, and ask us to become the bankers 
of the loan on certain terms. 

1396. The first loan was issued by you under 
the authority of Messrs. Bischoffsheim; they 
communicated with you?—They communicated 
with us, and they made the allotments. 

1397. The second loan, if I understand right, 
was introduced to you by Mr. Lefevre and Mr. 
Gutierrez ?—Yes. 

1398. Bischoffsheim did not interfere openly 
in the second one ?—No. 

1399. Do you know any reason why that 
change was made ; because it is not general that 
a Minister introduces the loan himself to the 
bankers ?— No, I do not know. 


The Rev. Toomas Smatpson ; sworn. 


Sir Henry James. 


1400. I BELIEVE you are‘a Clergyman of the 
Church of England ?—Yes. 

1401. You reside in the country?—Yes; at 
Thornton, Pickering. : 

1402. Did you at any time become holder of 
Honduras bonds ?—Yes, I did. i 

1403. What loan was that ?—The 1870 loan. 

1404, When did you become a holder ?—In 
1871, I believe, in the first instance. 

1405. Did you buy through your broker ?— 
Through my broker. 

1406. What price did you give ?—I believe I 
gave about 807. for them, but there was a divi- 
dend nearly due, and that reduced it to about 
751. 

1407. I think in July 1872 you became 
alarmed ?—Yes, on account of a sudden fall in 
the price. It was in the latter part of June 
when that took place. 


Sir Henry James—continued. 


1408. In July you thought it right to commu- 
nicate with the Honduras Legation, I believe ?— 
I did so. ‘ 

1409. Just tell me whether thatletter of Ist July 
1872, as far as you recollect, is a copy of the 
substance of what you wrote (handing a letter 
to the Witness) ?—Y es, so far as I can remember; 
I cannot say it is exactly word for word. At that 
time I did not keep any copy, but I am perfectly 
certain that that is right in substance. 

1410. This is a letter dated the 1st July 1872, 
to Don Carlos Gutierrez :—‘ May it please your 
Excellency. Being rather a larger holder of 
Honduras bonds, the very sudden and heavy fall 
therein has caused me much anxiety, not only 
on my own account, but also of one or two widow 
ladies I have induced to buy. Ishould, therefore, 
feel greatly obliged if you would kindly inform 
me it there be any cause for anxiety, and especi- 

5; ally 
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ally if the money be in hand for the payment of 
the sinking fund in December, and the interest 
in January next; for, if so, the bonds will doubt- 
less soon rise again. I should also feel obliged 
if you could also assure me that there is no truth 
in the reports, that the workmen have left, &c., 
and the railway is abandoned. Hoping you will 
excuse the liberty I have taken in writing you 
hereupon, I am, &c.”?—Yes. - 

1411. Now did you receive this reply, dated 
3rd July (handing the same to the Witness) ?—I 
did. 

1412. It is headed, “ Honduras Government, 
Financial Agency, 8, Moorgate-street,” and it 
appears to bear upon It the stamp of the 
Republic. “ Sir,--In reply to your letter of the 
Ist instant, I beg to inform you that the Govern- 
ment have the funds in hand for the sinking 
‘fund in December, and the coupon due on 
lst January next. With regard to your other 
inquiries, his Excellency Don Carlos Gutierrez 
is awaiting further intelligence (which he expects 
shortly) before he can definitely reply to the 
many rumours and reports that have of late got 
afloat. With regard to those reports, that the 
railway was abandoned, and that the workmen, 
&c., had returned, I am authorised by the 
Minister to deny those statements, they being 
totally false. Iam, Sir, yours truly, R. de Silva, 
Secretary.” ‘Then there is a signature which is 
dificult to read; it is a hieroglyphic ?—I never 
could make that out, nor anybody else that I met 
with. 

1413. Now, I believe, you wrote back ?—lI 
believe I wrote the next day to his Excellency 
to thank him for the information. 

- 1414. Your letter was to this effect: “I beg 

respectfully to thank your Excellency for the 
letter I have received, stating that the money 

was in hand for the payment of the interest in 

January next, which has very greatly relieved 
my anxiety ”?—So it did at the time. 

1415. The stoppage took place, as we know 
now, in the autumn of 1872. I believe you never 
got any more money from that loan ?—No, I did 
not. 

1416, And I believe you wrote again in 1874? 
—No, in January 1873, when we had interest 
not paid on the Ist January, which I expected 
would have been paid, on account of that. letter 
which I had received. 

1417. What did you do then ?—I wrote to re- 
mind him of the letter I had received. 

1418. Did you get an answer to that letter ?— 
I got an answer that perfectly astonished me, 
saying that he had never heard from me at all. 

1419. I think you wrote again in July 1874? 
—Yes. 

1420. And is that the answer you received 
(handing « letter to the Witness )?—Yes. 

1421. This is a letter written from “ Cornwall 
House, Tufnell Park, London, 29th July 1874,” 
and it hears again the stamp of the Honduras 
Legation upon it. “ Dear Sir,—I am requested 
by his Excellency the Honduras Minister to 
acknowledge the receipt of your favour of the 
22nd July. I beg, im reply, to acquaint you 
that the First Secretary of this Legation, Sefor 
de Silva, could not have signed the letter you 
refer to, since he was, at the very time in question, 
in Honduras, where he had been dispatched on 
an official mission connected with the European 
atfairs of the Republic. Sefior Silva would not 
» 0.64. 
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either have given his authorisation for any in- 
exact or unfounded statement. The said letter 
must therefore be looked upon as entirely inau- 
thentic. The most advisable course to follow 
with regard to your bonds would.be to wait some 
time longer, whilst arrangements are being made 
which there is every reason for believing will 


Sir Heary James 


ultimately, and at a not very distant date, lead ° 


to satisfactory results. I have the honour to be, 
dear Sir, your most obedient servant, Hrnesto 
O’ Meagher, Second Secretary ;” that is to say, 
Second Secretary to the Honduras Legation? — 
Yes, 

1422. Then this letter also you received, 
dated the llth February this year (handing a 
letter to the Witness)? —Yes. 

1423. That letter is as follows: “ Sir,—Your 
letter of the 8th inst. has been received at this 
Legation. In reply, I can only repeat to you 
that neither the Government nor the Minister of 
Honduras gave orders to write the letter to which 
you allude, neither did I sign that letter, as I was 
then away from England. 
Europe, to financial difficulties in this market, to 
the civil wars in Central America, and to many 
other different unfortunate circumstances, which 
it would be too long a task for me to recapitulate, 
the Honduras Government, notwithstanding their 
most earnest desires, have been unable to pay the 
dividends of the loan to which you refer. How- 
ever, as an evident proof of the good faith with 
which that Government desires to proceed, they 
have hypothecated their extensive and rich terri- 
tories to the bondholders, and made other valuable 
concessions which sooner or later will prove ample 
to redeem their credit. Those concessions have 
lately been granted to the Honduras Interoceanic 
Railway Company, 4, Westminster Chambers, 
Victoria-street, which company has undertaken 
to finish the railway from sea to sea, one-third of 
which is already open to traffic. With regard to 
further details of the present situation, you can 
address yourself to the secretary of the Honduras 
Interoceanic Railway Company at the address 
above mentioned. As to your particular claim, 
concerning which you have several times writter 
to this Legation, I beg to inform you that your 
letters shall be forwarded to the Honduras 
Government by the first mail, as there are no in- 
structions in this Legation to attend to claims of 
the nature of yours. I have the honour to be, 
Sir, with the highest consideration, your obe- 
dient servant, R. de Silva.” That letter is headed 
like the letter of the 29th of July last, “* Lega- 
cion de Honduras” ?— Yes. 

1424. Now there is another letter, I think, 


which you received, dated the 16th February ?—- _ 


Yes. 

1425. I suppose you went on writing ?—Yes, 
I wrote to him again; you will have a copy of 
the letter there which I sent to him. 

1426. And the answer from the Honduras 
Legation was: “ Sir,—I am in receipt of your 
letter of yesterday ; I observe that you still state 
that you have received a letter from the embassy 
informing you that the money was in hand to 
pay the dividends and sinking fund of the Go- 
vernment Loan, which you refer to. I must now 
inform you that no such letter was ever written 
at this embassy, and that neither the Honduras 
Government nor the Ministers had ever autho- 
rised” (I am reading verbatim what is here) “ to 
write any such a letter either to you or to oehaey 

else. 


Owing to events in: 
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else. If you have ever received from any financial 
agent of the Government any letter to that purport 
it is not the Minister’s fault, and you act wrong by 
and unfairly in endeavouring to fix upon him the 
responsibility for an act regarding which he knows 
nothing whatever. It is not the fact, therefore, 
that you have ever received from this embassy, or 
legation, any letter whatever of the kind you 
describe. The contractors with the government 
of the loan, about which you complain, are 
Messrs. Bischoffsheim & Goldschmidt, and the 
agent, Mr. C. Lefevre, and to those gentlemen 
you should apply for the information you desire. 
[have the honour to be, Sir, with the highest 
consideration, your most obedient servant, R. de 
Stlva.” I believe that ended your correspond- 
ence ?—No. I got a lawyer’s letter; I threatened 
that I would take legal proceedings; so he sent 
me a lawyer’s letter from some person in Chan- 
cery-lane. 

1427. Have you got that letter here >—No 

1428. I believe you sent the copies of your 
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letters, and the letters you have received, to the — 


council of foreign bondholders?—Yes, and I sent — 


the original letter of the 3rd of July 1872, in 
order that they might show it to Sefiior Gutierrez, 
for him to see that it was genuine. He never 
wanted to see it. 

1429. What is the amount of the stock that 
you hold ?—I can scarcely say what amount I 
have now. When I first got that letter of 3rd July 
1872, saying that the money was in hand, T 
thought it was a mere Stock Exchange rumour 
that had alarmed me, and that the prices would 
go back again; so I bought some more, which 
made the thing worse. 


Mr. Wathin Williams. 


1430. What price were the last lot bought at? 
—I think about 602. or so, if I remember rightly. 
The fall was really so great, that when I saw it 
in the paper I thought there had been an earth- 
quake which had swallowed the whole place 


up. 


Mr. Tuomas Hopees; sworn. 


Sir Henry James. 


1431. WuHar are you by business? — A 
printer. 

1432. And I believe you live in Fetter-lane ? 
—My place of business is there. 

1433. In 1872 did you hold some of this Hon- 
duras Loan ?—I unfortunately did. 

1434. What loan was that ?—The 1870 loan. 
It was 1,5001. (producing the receipt). 

1435. When you saw the fall in the loan in 
1872, did you write to the Honduras Legation ? 
—I did so. 

1436. To whom did you write? —I think I 
wrote to the Agency. 

1437. Did you receive back that answer, and 
is that the envelope which you received it in 
(handing the same to the Witness) ?—Yes. 


1438. This is a letter dated 19th June 1872. 
It is a letter to you, on the Honduras paper, and 
with their mark upon it: “ Sir,—You have no 
doubt seen the letter which appeared this morn- 
ing in all the newspapers from the Minister 
Plenipotentiary of Honduras. I am able also to 
inform you that a letter of the same substance as 
the Minister’s has been posted in the Stock Ex- 
change, with the addition that the funds are in 
hand for the December drawing, and the coupon 
due Ist January next. You are doubtless aware 
that the funds as advertised 1st inst. for the en- 
suing July dividend are deposited at London and 
County Bank. Iam, Sir, yours, &c., pro his Ex- 
cellency Don Carlos Gutierrez, W. H. A. H.” 
That is all you had ?—Yes. 


1439. Then you kept that letter ?—I kept that 
letter; I wrote again, and then they referred me 
to this new scheme of theirs in Parliament-street, 
and i threw that letter in the fire; for I reckoned 
them all up pretty quick, what they were worth; 
but I must tell you that on going to this Legation 
I saw Captain Pim several times. 


1440. When was that ?—At the time that they 
were falling. Captain Pim told me not to part 
with my shares; he said, “ You will give them 
away ; you will only serve the bears.” My bro- 
ther, who is here, accompanied me; he is unfor- 


Sir Henry James—continued. 


tunately a sufferer as well. I should have sold 
them but for that. ; 

1441, When was it that you saw Captain Pim? 
—After that letter was written, I believe. 

1442. This letter is dated the 19th June 1872 ? 
—I believe it was after that. However, | saw 
Captain Pim repeatedly ; I daresay three or four 
times; he said, “ Do not sell.” 

1443. Was that, as far as you recollect, during 
the year 1872 or the year 1873 ?—What date is 
the bought note of the Stock Exchange? I 
bought it in April and received the dividend on 
the Ist of July, and after that time I got nervous 
(the Witness referred to the note). 1t must haye 
been in 1872, 

1444, Did you ever see Captain Pim after De- 
cember 1872 ?—I believe I did; Lam sure I did. 

1445. What did he tell you after 1872, if 
anything ?— When we went to the Legation he 
said, “ Do not sell.” We were ushered into his 
room. J daresay he thought we came too often; 
we saw him more than once. ; 

ae And did he always tell you not to sell? 
—Yes. 


Mr. El. Wee 


1447. In what capacity was Captain Pim act- 
ing in the place where you saw him ?—I suppose 
he was a kind of manager of the swindle. 

1448, Where was it?—In Moorgate street. 

1449. Was it at the office of the Legation ?— 
At the office of the Legation. 

1450. And where they transacted business ?— 
Where they transacted business, and where the 
plans of this great ship railway were. 


Mr. Kirkman Hodgson. 


1451. Did Captain Pim appear to have a room 
there?—Yes; your name was announced; you 
had to wait in the outer office, and then you were 
ushered in to Captain Pim. 

1452. And did Captain Pim confine his re- 
marks to the railway scheme, or did he speak 
generally to the position of the bonds ?—I said 
we were alarmed at seeing the great fall that had 


taken 


; 


~~ 
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Mr. Kirkman Hodgson—continued. 


taken place, and that it was a very serious matter 
to me; that some portion of this 1,5002. belonged 
to a poor city clerk, who was induced to purchase 
to increase his income. 

1453. Might I ask you, merely as a matter of 
information, what induced you to go into this 10 
per cent. loan of Honduras; did you know any- 
thing of the country, or its means ?—Only read- 
ing the plausibility of the prospectus. 
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Mr. Kirkman Hodgson—continued. 


_ 1454. Did it not strike you that 10 per cent. 
issued at 80 must mean a very dangerous thing ? 
— Well, it certainly has turned out so. 


' Chairman, 


1455. You will not not do it again, I daresay ? 


—No, certainly not, not where Don Carlos 
Gutierrez is concerned. 


Mr. Benzamim LopER LEwIs; sworn. 


Sir Henry Jumes. 


1456. I BELIEVE you reside at Hastings ?— 
No, I reside at Weybridge ; I am at Hastings. 

1457. In 1872 were you the holder of any 
Honduras bonds ?—Yes. 

1458. Of which loan, please ?—Of both. 

1459. What amount did you hold of the bonds? 
—I cannot say. I can tell you how many I 
now have, but I sold and parted with some. 

1460. But you held some thousand pounds 
worth, did you not?—I held something then, 
but I cannot speak to what I then held. Iam 
away from home, and have not the papers with 
me. 
1461. You did held some bonds, however ?— 

Yes, and do now of each loan. 

1462. When the fall took place in 1872, did 
you write to Gutierrez ?—I wrote to Don Carlos 
Gutierrez, 

1463. Ditl you ask for any information ?—I 
asked for information generally, 

1464. On what point?—Generally upon the 
loan, and specially as to the payment of the 
‘coming coupon and drawing. . 

1465. Do you recollect where you wrote to? 
—I rather think to his residence, or what I 
found it in the blue book to be, the address of 
the Legation. : 

1466. Did you receive that letter in reply, 
dated 28th June 1872 (handing it to the Witness)? 
—Yes. 

1467. This is a letter of 28th June 1872, with 
the official stamp and official paper, addressed to 
Mr. Lewis, and it says: “ Sir,—His Excellency 
has handed me your letter of the 21st instant. 
In reply to which I beg to inform you that the 
railway, which is built in three sections, is pro- 
gressing as favourably as possible. The first 
section has been opened, and worked since Sep- 
tember 1871. Second section is approaching 
completion, and the third section is being built. 
The security is, all forests and domains of the 
State, as well the railway itself, which is mort- 
gaged to bondholders. ‘The war is the cause of 
the depreciation in the stock, but it has no effect 
on the railway, which, if you refer to the 
Minister’s letter which appeared in the daily 
papers on the 19th instant, you will see. The 
funds, I am able to inform you, are in hand (Ford 
& Smith, 76, Cheapside, trustees for bond- 
holders) for the December drawing, and for the 

coupon due on the Ist January next.” ‘That is 
signed, “ Yours truly, R. De Silva, per 


. H. A. H., Secretary ?”—Yes. 

1468. I believe you had no further communi- 
cation with the legation ?— Yes; sometime after 
I wrote to Don Carlos Gutierrez. 

1469. And did you receive any reply ?—I re- 

0.64, 


Sir Henry James—continued. 


ceived no reply; but I must first ask for the 
letter that I sent to him to be read. 

1470. Is that a copy of it (handing a letter to 
the Witness) ?— Yes. 

1471. When did you write that ?—I cannot 
recall the date. 

1472. Was it after this letter of the 28th June 
1872 ?— Yes. 

1473. Will you read it ?—“* Mr. Lewis’s com- 
pliments to Don Carlos Gutierrez. By a note 
of” So-and-so, “ his Excellency was good enough 
to inform Mr. Lewis that—” and there I put the 
quotation within inverted commas; and then my 
letter proceeds: “ That statement was either 
true or false. Of course it was true, being a 
matter peculiarly within Don Carlos Gutierrez’ 
own knowledge. As it was true, it only remains 
to ask where now are the ‘funds’ mentioned, 
neither ‘coupon’ nor ‘ drawing’ having been 
paid; which at least is a fact; and also why 
those ‘funds’ have up to this time been withheld 
from the bondholders to whom alone they belong, 
and whose property they are. His Excellency’s 
exact reply is requested.” 

1474. Have you got that ?—I had no reply. 

1475. Can you tell me about when the date of 
that was, because it must have been subsequent 
to the Ist of January 1873 ?—Yes, it was, I think ; 
but I am speaking from recollection. It was, 
perhaps, a letter before this time in 1873, about 
February or March, something like that; it was 
after the December drawing. 

1476. After default ?—After default. 


Sir Charles Russell. 


1477. Did the fact that Don Carlos Gutierrez’ 
name appeared in the prospectus and advertise- 
ments connected with this loan influence you in 
making the purchase you did ?—No, no this name 
individually, but the prospectus, and his cha- 
racter as Minister, assured me ; I am speaking of 
the 1867 loan and the other loan; I addressed 


Mr. Hodges 


18 March 
1875. 


Mr, Lewis. 


him as Minister, and having no answer to that — 


letter I applied to Captain Bedford Pim, and 
I had from him this verbal reply, that “ his Ex- 
cellency ” (I think he used those words) “could 
not account for having written the letter ;” ‘and 
there the matter finished. I am confident of those 
words, they were so impressed upon me; they 
came from Captain Bedford Pim. 


Sir Henry James. 


1478. When was that ?—I cannot speak to the 
date, but it followed upon that letter; 1 requested 
him to take with him a letter, and I put in his 
hands that letter which I had received from Don 
Carlos Gutierrez; I told him how I had replied 

12 to 


> 


78 March 
L675, 


68 


Mr. Lewis. 
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to it, which, of course, [ will not say was an in- 
sinuation, but left the inference that the state- 
ment was either true or false, and 1 left him to 
judge which; and I requested to see him and 
know how he could give me such ananswer. The 
answer which I received from Captain Bedford 
Pim was, “ His Excellency cannot account for 
having written the letter.” 


Mr. Whitbread. 


1479. What led you to apply to Captain Bed- 
ford Pim ?—Knowing his connection with Hon- 
duras, and knowing that he was sitting at the 
house where that letter was dated, I called on 
him; [ saw him there, and at his chambers in 
Crown Office Row. 

1480. Had you any communication with Cap- 
taim Pim previous to asking him to take this 
letter to Don Carlos Gutierrez ?—If you mean 
previous to 1872, when I received a letter from 
Gutierrez, I had no communication with Captain 
Pim before that; it was consequent upon the 
letter that Gutierrez sent me that I went to 
Captain Pim ; he was then in some offcial rela- 
tious there. 

Mr. Kirkman Hodgson. 


1481. Did he appear to be in an official posi- 
tion in Moorgate-street ?—The last witness said 
that he went into an inner room to see him; that 
recalled it to my recollection, I remember the 
same thing. 

1482. Where did you see him ?—I saw him in 
Moorgate-street, but afterwards I saw him, and 
had that answer which I speak of, in Crown 


Office Row. 
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Mr. Ellice. SBE) 

1483. Did you go on purpose to see Captain — 
Bedford Pim ?—To Crown Uffice Row, I did. 

1484. Why did you go toask Captain Bedford 
Pim particulars ?—Because I had a letter for 
Gutierrez, to whom JI had written, and had no 
reply; I knew that Captain Bedford Pim was on 
intimate terms with Gutierrez, and I put it to 
him, “ Here is a letter with a statement which I 
think a gentleman ought not to have made ; what 
is the reason of it?” 

1485. How did you know ‘that Captain Pim — 
was connected with Gutierrez ?—From common 
reputation ; his position as to the Paris affair, and 
his own position at Moorgate-street, where I had 
seen him; when I asked for Gutierrez, I was 
shown Captain Pim instead of Gutierrez. I 
perfectly recollect going into the inner room, and 
being shown Captain Pim. 


1486. You dropped the words “his Paris 
position ;” what did you mean by those ?—In ex- 
planation of the words, common reputation, I 
also added “his position” (if I must repeat the 
words) “as to the Paris affair,” when he was put 
in prison, or something of the kind, I think; 
was it not so? : 

1487. What was his position, to your know- 
ledge, in connection with the Paris Loan?— 
There were papers sent round that he was in 
Paris for some purpose on behalf of the bond- 
holders. 


1488. What papers are you alluding to r—I 
cannot tell you; you know better than I as to 
that. 
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MEMBERS PRESENT: 


Mr. Bourke. 

Mr. Stephen Cave. 

Mr. Ellice. 

Mr, Kirkman Hodgson. 
Sir Henry Holland. 

Sir Henry James. 

Mr. Lowe. 

Sir Charles Mills. 
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Mr. Puleston. 

Sir Charles Russell. 
Mr. William Shaw. 
Mr. Edward Stanhope. 
Mr. Walter. 

Mr. Whitbread. 

Mr. Watkin Williams. 


Ture Rigur HonourasLte ROBERT LOWE, 1n THE Cuarr. 


Mr. JAMES POINGDESTRE; sworn. 


Sir Henry James. 


1489. I BELIEVE you are the messenger em- 
ployed to serve. notices to the Committee ?—I am 
the Summoning Officer of the House. 

1490. Amongst other witnesses, I believe you 
had to ‘summons Charles Joachim Lefevre ?— 
[ had. 

1491. Have you been able to discover any ad- 
dress belonging to him?—I went to the address 
siven to me upon the order, 83, Lombard-street ; 
there was no one of that name there ; I went to 
the landlord of the house, and he told me that 
he had left about two years, and he could give 
me no information about him. 

1492. You have been unable to discover, I be- 
lieve, whether Mr. Lefevre is in England ?—I 
have not heard.. I went to a gentleman in the 


Sir Henry James—continued. 


City, a broker, and he informed me that he 
thought he was in France. He gave me no 
address in the City. 

1493. I believe you have also endeavoured to 
summon Mr. James Barclay, of Cushion-court ? 
—Yes. 

1494. What have you discovered with refer- 
ence to him ?—That he is in Scotland. That he 
had retired from business, and is living in Scot- 
land. 

1495. Could you get his address in Scotland ? 
—I did not ask. I understood it was in Banff- 
shire, but I left the summons at his late office, 
and the gentleman who has succeeded to his 
business promised to send it to him that 
night. 


Mr. Leonarp Davips, re-called; further Examined. 


Sir Henry James. 
1496. You did not become trustee, I think, till 
1869 ?—No. 
1497. But you were clerk with Mr. Bischotts- 
heim during the year 1868 ?—Yes. 


1498. Did you know that Mr. Bischoffsheim 


Wa buying back the bonds of 1867 in the market ? 
—No. 

1499. Did you not know that ?—As far as I 
remember, no. 

1500, Try and recollect: that Mr. Bischoffs- 
heim bought back in the market the bonds of the 
1867 loan in the year 1867-1868 ?—No, I can- 
not say I knew that. 

1501. Now when you became trustee, of course 
you knew of the deed of the 30th June 1868, did 
you not ?— What deed was that ? 

1502. The deed that was entered into between 
Herran and Gutierrez, Bischoffsheim, and your 
predecessors as trustees, Cotterill & Robinson ; 
and you took the position, you know, of Cotterill 
and Robinson, and you had to execute the trusts of 
this very deed. Now, that deed recites that Gu- 
tierrez and Herran, for and on behalf of the said 
Government, were possessed of stock in the said 

0.64. 
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loan to the annual amount of 951,6602.; did you 
know how they became possessed of that stock? 
—No. 

1503. And never inquired?—No, ° 

1504. Now, when you first commenced to act 
under your deed, I presume, when Mr. Lefevre 
asked for stock, you gave it him against cash ?— 
Yes, 

1505. At what price did he pay for the stock? 
—Under the first trust deed I believe it was at 
68 1. 12s. 

1506. And then you gave him nominal stock 
of 100 /. for 68 7. 12 s?—Yes, r 

1507. If he sold, say at 85/1. or 861. did he 

ever render you any account of the difference ?— 
No. 
1508. He kept that, as far as you know ?— 
Yes. 
- 1509. Just take this (handing a document to 
the Witness); that is a document which I believe 
you produced to the Committee on Thursday ?— 
Yes. 

1510. This is a document which is entitled 
“ The Convention of 15th October 1869.” It is 

13 + a document 


Mr. 
Poingdesire, 


22 March 
1875. 


Mr. Davids. 


—— 


Mr. Davids. 


22 March 
1875. 
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a document which is signed by Bischoffsheim and 
Goidschmidt, Waring Brothers and McCandlish, 
Lefevre, and Waring Brothers; it is addressed 
to Carlos Gutierrez, and he on the 15th October 
acknowledges it, and begs to inform Bischoffsheim 
and Goldschmidt, Waring Brothers, and Waring 
Brothers and McCandlish, and Charles Lefevre, 
“that I” (Carlos Gutierrez) “approve of the ar- 
rangement therein proposed, and I agree on behalf 
of my Government to carry out the same.” Now 
these are the words: “ London, 15th of October.— 
To his Excellency Don Carlos Gutierrez. Nego- 
tiations are still going on with Mr. Herran on the 
subject of a permanent understanding for the appli- 
cation of the French loan, which is much required 
in the interest of both parties. In the meantime, 
in order to provide independently of others for the 
active prosecution of the works of the first sec- 
tion to Santiago, for the construction of which 
the English loan has been raised, we beg to sub- 
mit for your approval a proposition which has 
been made by Mr. Lefevre, and seems to us so 
fair, and especially so favourable to your Goyern- 
ment, that we have no doubt it will be accepted 
by you. (Istly.) Mr. Lefevre agrees to pay to the 
London and County Bank, into an account tu be 
opened for the purpose, in the name of Mr. 
Charles Waring and Mr. Henri Bischoffsheim, 
and to be called ‘ Interest Account,’ the sum 
realiséd by him between 68/. 12s., and 76/. 12s., 
on the sale of bonds from the date of this 
letter. (2ndly.) Yourself and Mr. Lefevre, as 
Government trustees, to agree to allow the 
general trustees to pay the 143 per cent., 
instead of handing them to you to the same 
‘Interest Account,’ and to give them notice of 
the alteration. However, in case that the French 
commissaires should pay the interest on the 
English loan, or in case a second loan should be 
raised, so as to provide interest on the English 
loan, then the proceeds paid to the ‘ Interest 
Account,’ in the name of Mr. C. Waring and 
Mr. Henri Bischoffsheim, will be divided, so as 
to return to the Government the 14% per cent.” 
Under the deed of the 30th June 1868, 100,000 J. 
or 143 per cent. is to be paid to Lefevre and Gu- 
tierrez. “In case a second loan should be raised, 
so as to provide interest on the English loan, 
then the proceeds paid to the ‘ Interest Account,’ 
in the name of Mr. C. Waring and Mr. Henri 
Bischoffsheim, will be divided so as to return to 
the Government the 143 per cent., and to Mr. 
Lefevre the difference between 68/. 12s. and 
767. 12s, after the payment to Mr. Brunlees to 
the.mines and of 20,0007. for Government bills 
have been provided for. (3rdly.) To allow the 
payments to the extent necessary of 20,000 2. to 
Mr. Brunlees to be made under his agreement to 
be taken out of this interest fund; and also a 
sum, not to exceed 10,000/., towards working of 
the mines by Mr. Manduit under the inspection 
of the Government. (4thly.) Mr. Lefevre to 
take his chance of recovering from the Govern- 
ment all monies so paid by him to ‘ [nterest Ac- 
count,’ should he not receive them through the 
repayment of interest by the French trustees, or 
through the raising of a second loan. (5thly.) Out 
of the remaining obligations yet unsold, 7,500 /: 
(nominal) shall be paid at once to Messrs. Bis- 
choffsheim & Goldschmidt in reimbursement of the 
coupon of the old Federal debt, and of the ex- 
penses of Mr. Mercer's and Mr. Emerson’s expe- 
dition to Honduras, and other expenses paid by 
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them ; and 91,000 7. (nominal), (Messrs. Bischofts- 
heim & Goldschmidt’s commission), shall be plaeed 
in a box deposited at the Imperial Bank, under 
the seals of Mr. Henri Bischoffsheim and Mr. 
Charles Waring, who will give to Mr. Lefevre 
a written acknowledgment that 40 per cent., 
namely, 36,4007., belong entirely to him. The 
above 91,0007 (nominal) obligations to be re- 
leased and paid to Messrs. Bischoffsheim & Gold- 
schmidt at any time after the sale of 300,000 /. 
(nominal) obligations out of those now remaining 
unsold, or when the first section of the railway 
shall have been opened, or at the latest on Ist 
January 1871. Out of the remaining obligations 
yet unsold, 200,000 7. (nominal) shall be placed 
at once in the hands of Messrs. Waring Brothers, 
who take of these 50,000 /. firm. A further sum 
of 200,0007 (nominal) is to be placed by your 
Excellency in the hands of the general’ trus- 
tees (Messrs. Davids & Barnes), to be delivered 
to Mr. Lefevre against payment at the rate of 
76 1. 12s. until the whole is sold, or till the 31st 
of December 1870. (6thly.) All the remaining 
bords to beplaced by your Excellency in the hands 
of Travers Smith, Esq., who shall undertake to 
hand them from time to time to the general trus- 
tees, so that the general trustees shall at all times 
have in their hands 200,000 7. (nominal) bonds. 
The proceeds of this latter sum, together with 
the sum now at the credit of the general trustees 
and the Government trustees, to be paid to and 
held by the railway trustees for the payment of 
Messrs. Waring Brothers and McCandlish, for 
the works and for payment to the extent neces- 
sary of interest and sinking fund of the old 
Federal debt and of this loan, in case it be not 
paid by the French trustees, and for Brunlees’ 
salary, and towards working of the mines to the 
extent of 10,000/., and to the Government to 
the extent of 20,000 7. to meet bills drawn by the 
same Government on your Excellency, your 
Excellency not to accept any further bills, the 
whole remaining money to be emploved in the. 
construction of the line, and payment of interest 
and sinking fund. The 200,000 /. obligations 
deposited with Messrs. Waring Brothers (of 
which they take firm, as it is said 50,000 7.) to be 
sold by them and applied to the payment of the 
last certificate of Messrs. Waring Brothers and 
McCandlish on the first section, at the rate of 
76 . 12s. per cent. in case they shall have been 
sold. In the contrary event, or in case the 
works be totally suspended through some un- 
foreseen cause of ‘ force majeure, the whole 
of the bonds unsold at the time of such sus- 
pension to be returned to the Government by 
the afore-mentioned Messrs. Waring Brothers. 
Messrs. Waring Brothers and MecCandlish to 
proceed at once vigorously with the construction 
of the first section, and to continue so long as 
payment shall be made to them in accordance 
with the certificates of Mr. Brunlees; and in 
consideration of such payments being made, they 
agree to complete the first section on the 1st 
November 1870 (seventy). It is expressly under- 
stood that all stipulations, agreements, and conven- 
tions signed, not affected by the present letter, re- 
main and are to remain in full force.” Now, did 
you proceed to act upon that convention ?—Yes. 

1511. And carried it out faithfully, as far as 
you know ?—Yes. 

1512. Was the 91,0007. divided ?—I must 
refer to the books to see. 


1513. Will 
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1513. Will you refer to this: “ Wednesday, 
15th of December 1869,” a minute which I see 
signed by you: “ Received from Mr. Lefevre a 
letter announcing that he had disposed of 
300,000 7. stock since the date of the convention 
of the 15th October 1869, and that the commis- 
sion of 91,0002. due to Messrs. Bischoffsheim & 
Co. had been released and divided.” You do not 
seem to have passed any resolution upon that; 
but was that carried out (handing to the Witness 
the Minute Book)?—I do not understand very 
well what you mean by “ Was that carried out.” 

1514. Was that 91,0007. divided ?—-I did not 
divide it. 

1515. Read that; that issigned by you. You 
were trustee, “and that the commission of 
91,000 /. due to Messrs. Bischoffsheim & Co. had 
been released and divided” ?—He must have 
divided it. 

1516. Did you never inguire whether they did 
or not ?—-I was informed of it by that letter. 

1517. By whom ?—* Received from Mr. C. 
Lefevre a letter;” those are the words at the 
beginning of that minute. 

1518. Did you take any steps to find out that 
he had sold 300,000 7. worth of bonds ?—No. 

1519. You accepted his statement ?— Yes. 

1520. Now look, if you please, at your general 
ledger here (handing the same to the Witness). 
At page 112 in your general ledger, look at that 
entry of 91,0007, does that show you whether it 
has been divided or not?—I do not think that 
that shows it exactly, because that may have 
been stock which was in the hands of Bischoffs- 
heim before it came to mé. You see this isa 
stock account. 

.1521. This is an entry headed ‘‘ Honduras 
Railway Loan Stock Account,” and there is 
entered here, under the column “ Total amount 
of nominal value,” certain bonds, 2,670 bonds 
for 20 /., making 53,400 7.; 37 bonds for 1,000 /., 
making 37,0007.; 6 bonds for 100/., making 
600/., and thosé amount to 91,0002. nominal. 
A bracket joins them together, and then there is 
written opposite that ‘ Bischoffsheim and Waring, 
per letters of agreement, 15th October 1869.” 
Then under the head “ Amount realised ” comes 
91,007. again. Now I want to call your atten- 
tion to that; you are crediting your account here 
with a payment for 91,000 /., being the amount 
realised for 91,0007. nominal of bonds, and you 
get credit for that 91,0007. in that account; is 
there not some mistake there ?—I reaily could 
not tell you. 

1522. Will you look at it, please ?—I did not 
keep these books myself; those books were kept 
after the minutes. 

1523. Have you any explanation to give how 
you credit yourself with an amount realised, 
91,000 7. for 91,0007. nominal of bonds; you 
will find in every other instance, I think, that the 
amount realised is about 20 per cent. less than 
the nominal amount ?— Yes. oh: 

1524. I want to know what has become of the 
20 per cent. of that 91,000/.?—I think it was 
carried to an account which was called “ Stock 
Discount Account,” but I could not give you any 
information about it. 

1525. That is not quite my point. Your 
account gets credited with 91,0007. actual; you 
‘have your debit on the other side of the Stock 
Account, and now you credit 91,000/. to your- 
selves ?—But this is a stock account, not money. 

0.64. 
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1526. “ Amount realised ” are the words at the 
top?—Yes. 

1527. Read the entry above that, that is the 
amount realised for the nominal stock, and you 
will find that it is about 20 per cent. less; is not 
that so (handing the book to the Witness) ?—Yes. 

1528. Then why is this 91,000/. carried out to 
the full amount ?—That is a question you would 
have to ask my accountants; I could not tell 
you. 

1529. You are now the manager of a bank, 
are you not ?—Yes. 

1530. With that experience, have you any ex- 
planation to give ?—It is a matter of four years 
ago or six years ago. 

1531. If you have no explanation, J will not 
trouble you further on this point ?—I am most 
willing to give an explanation if I could; 
I would try. 

1532. Have you none?-—-According to this 
entry, it would seem that I have received more 
than I have actually received. 

1533. It appears as if that sum of 91,0002. of 
money had been divided instead of stock ?—If it 
had been at 76/. 12s., which I see just be- 
low, it would have produced a lesser amount ; 
I should have received more. 


Mr. Bourke. 


1534. Is there somebody who can explain it? 
— The accountant. 


Sir Henry James. 


1535. Give us the name of the individual ?— 
Mr. Jivans, the accountant, partner of Johnson, 
Cooper. 

1536. Now what is the meaning of this entry: 

“ Bischoffsheim and Waring, per letters of agree- 
ment, 15th October 1869; ” what is the meaning 
in your mind attached to that ?—Everything is 
carried out according to that convention you 
have got there, and is entered in the minutes 
like that. 
, 1537. Had they paid it in or were they to have 
it; does that mean that they found any portion 
of that 91,000 2. ?—I suppose it was produced by 
the sale of the bonds. 

1538. By the sale of the bonds to the public? 
—TI do not know to whom. 

1539. Now give the Committee an explanation 
of this sheet, page 61 (handing the book to the 
Witness), headed, “Messrs. Bischoffsheim and 
Waring; interest ‘account” ?—I think that was 
a per-centage on every money we had in hand, 
to be paid to an account to provide for the 
coupons. 

1540. Just explain. It was a per-centage on 
all the money you had in hand to pay to provide 
for the coupons ?—- Yes, I suppose so. You have 
got the original trust deed. 

1541. What per-centage was it you were pay- 
ing to provide for the coupons ?—If I refer to the 
minutes, I can tell you (the Witness referred). 
I have got an explanation. It was 143 per cent. 
on the produce of a certain amount of bonds sold. 

1542. Who was selling the bonds?—Mr. Le- 
fevre. 

1543. Mr. Lefevre was selling the bonds in 
the market ?—Yes. 

1544, Paying you at that time, I think, 76 per 
cent. ?—Yes; 76/. 12s. 

1545. Now, of that you paid 143 per cent. 


‘into that account ?— Yes. 


14 1546. Who 


Mr. Davids. 


22 March 
1875. 


Mr, Davids. 


22 March 
1875. 
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1546, Who had the power to draw out of that 
account ?—Bischoffsheim and Waring. 

1547. Did you ever see to its disposal, or 
what became of it?—Not that [remember. _ 

1548. You let them do what they liked with 
it, I suppose ?—Yes. 

1549. Now, I want from you, if you please, 
the railway trust deed; have you got that.?— 
No; I am sorry to say I have not got it. Hither 
Mr. Gutierrez, or Mr. Blyth, must have got it; 
they were co-trustees; and I have looked in the 
box, and have not got it. 

1550. Gutierrez was a co-trustee with you ?— 
Yes. 

1551. Did Gutierrez receive one-half per 
cent. as railway trustee ?—Part of one-half per 
cent. 

1552. It went to the trustees, did it ?—-Yes. 

1553. On 12th August 1869, appears this 
minute: “ A claim was made by the railway 
trustees that, according to their deed, they were 
entitled to one-half per cent.”; Gutierrez was 
one of them ?—Yes. 

1554. Were you at this time.a railway trustee ? 
—Did I sign that minute ? 

1555. I am reading from the “ General Trustees’ 
Minute Book” ?—Yes, then I was a railway 
trustee only. 

1556. But you were present ?—Yes. 

1557. “A claim was made by the railway 
trustees that, according to their deed, they were 
entitled to one-half per cent. upon all monies 
received by the general trustees, and therefore 
did not declare themselves satisfied with the re- 
solution adopted by the general trustees at their 
meeting of the 19th July 1869. This claim was 
investigated by the general trustees, and found 
to be in conformity with both the general and 
railway trust deeds.- At the same time the ob- 
jection was raised that. if the entire one-half per 
cent. had to be divided amongst the railway 
trustees, no provision had been made for the 
general trustees, and the latter not being willing 
to give their services gratuitously, the following 
resolutions were adopted, with the consent of the 
Honduras Minister ;” that is Gutierrez,.I sup- 

ose ?—-Yes. 

1558. * Who has signed the said resolutions 
in proof thereof; it is hereby resolved, that the 
railway trustees have to return to the general 
trustees the amounts reccived by them as remu- 
neration on the 19th July, and have in return to 
receive one-half, per cent. of ‘all monies divided 
to this date; resolved, that in future the railway 
trustees have always to receive one-half per cent. 
on monies received by the general trustees after 
the deduction provided in the following resolu- 
tion: resolved, that in consequence of the fore- 
going resolutions, no remuneration being pro- 
vided for the general trustees, they are hereby 
authorised to reimburse themselves by deducting 
one-half per cent. of the gross amount of all 
monies which pass through their hands ;” no re- 
muneration being provided for you, I under- 
stand, if the railway trustees took their half ?— 
Yes. 

1559. Then you resolved to give yourselves 
another half ?—The Minister gave us autho- 
rity. 

1560. And what I understand is, that with 
Gutierrez’s authority you took one-half per cent. 
upon the gross amount received, and then the 


railway trustees took one-half per cent. upon the: 
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993 per cent., that is, deducting your half ?— 
Yes, I suppose so. , 
1561. Well, that was it, you know ?—Yes. 
1562. I think you entered aJl you got?—l 
have entered everything. 
1563. Now this was under the loan of 1867 ? 
—Yes. 
1564. What did you receive under the loan of 


1870 as general trustee; it was a yearly salary,” 


was it not?—Yes. ~ ‘ 

1565. How much ?—There was 4,000 /. a year 
provided for the trustees. 

1566. How much did you receive; I see it is 
166/. 13s. 4d. a quarter ?—Yes, that is as gene- 
ral trustee. 

1567. You received 1662. 13s. 4d.; Mr. 
Barnes received 1667. 13s. 4d.; Mr. Evans re- 
ceived the same, and Gutierrez received the 
same as, railway trustees ?—Yes. 

1568. You received another 1662. 13s. 4d.? 
—Yes. 

1569. Then I 


see that somewhere shortly 


NY 


before the 15th April 1871 Barnes died, because | 


I see “A letter was written to the London and 
County Bank, enclosing them for their perusal 
the certificate of the death of Mr. L. L. Barnes, 
by which the powers are vested in the surviving 
trustee ” ?—Yes. 

1570. Were you very friendly with Mr. Barnes 


during his lifetime ?—I met him at those meetings, 


otherwise not. 

1571. Because 1 see the last official act you 
did was on the 4th July 1871, when you paid a 
tribute to his memory; you ordered a cheque to 
bedrawn “ For L. Barnes, deceased, three months’ 
salary to 17th September, 166 /. 13s. 4d.;” what 
has become of that cheque?—What amount is 
that ? 

1572. £.166. 13.4. You drew the salary in 
advance for yourself, from the 4th July 1871 up 
to the 17th of September; and here is a cheque 
drawn “ for L. Barnes, deceased;” what has be- 
come of that cheque?—J do not know (the Wit- 
ness looked at the Minute Book). Now, Il remem- 
ber. I spoke about it at the time to Mr. Leyevre 
and Mr. Evans, and they said that as I did his 
work I was entitled to his share of the business. 

1573. I see that you got your salary paid in 
advance generally ?—That I do not remember.. 

1574. On the 25th April 1871 (you know that 
Mr. Barnes had died at the end of March or the 
beginning of April), I see “ the following cheques 
were drawn;” it is a meeting at which was 
present ‘“ L. Davids, Esq.,” and no one else. 


“The minutes of the preceding meeting were 


read and confirmed.” ‘ The following cheques 
were drawn: L. Davids, one quarter’s salary, 
to 17th June, as general trustee, 1667. 13s. 4d.; 
L. Davids, one quarter’s salary to 17th June, as 
railway trustee, 1667. 13s. 4d.; L. L. Barnes, 
one quarter’s salary to 17th June, as general 
trustee, which in consequence of his death accrues 
to L. Davids, 166 1. 13s. 4d.”?—I did not enter 
those minutes. 

1575. Which in consequence of his death ac- 
crues to L. Davids?—Do they say so? I didnot 
remember that; I knew there was something 
about it. as 

1576. The last official act you ever did that I 
can trace was on the 4th of July 1872; you paid 


yourself and Barnes up to the 17th of Septem-. 


ber ?--They ought to have entered that minute 
with regard to the salary just as they entered the 


minute — 


I 
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minute the time before it was drawn; there is 
an explanation of that. 
1577. “ Which in consequence of his death 
accrues to L.. Davids;” that is what you mean? 
--Yes. 
1578. And then on the 4th of July you paid 
vourself up to the 17th of September ?--Yes. 
1579. On the 25th of April 1871 there is this 
entry, “ Mr. Davids gave notice that he had 
sent in his resignation as general trustee. Mr. 
Richard Evans, the secretary, and Mr. F. A. Mori, 
the assistant secretary, gave the same notice with 
regard to resigning their appointments ;” will 
you just think before you answer ; what caused 
you to resign your appointment ?--I was re- 
uested to resign. 


1580. By whom?—By Mr. Lefevre and Mrs 


Bischoftsheim. 

1581. Did they give you any reason why they 
asked you to resign?—No. 

1582. Did they not ?—No. 

1583. Did you ask them why they wished you 


to resign ?-—No. 


1584. You made no inquiry ?-—No. 

1585. Was the same request, as far as you 
know, given to Evans and to Mori?—I do not 
know. 


1586. You never had any difference with Mr. © 


Bischoffsheim or Mr. Lefevre about the way 
these moneys were being applied, had you?— 
Not that I remember. 


1587. Just think; did you ever complain to 
Mr. Bischoffsheim or Mr. Lefevre of the way 
they were applying these moneys ?—No. 

1588. You, I suppose, saw the prospectus of 
the 1867 loan and the 1870 loan, which stated 
that the money was to be applied to the making 
of the railway ?— Yes. 


1589. Did you have directions from Bischoffs- 
heim and Lefevre to honour the drafts or bills 
drawn upon Gutierrez ?—Well, I could not say 
exactly whether it was instructions from those 
gentlemen or from Gutierrez himself. 

1590. But you did honour his drafts ?— Yes. 

1591. Did you know what he was doing with 
the money ?—No. ' 

1592. Did you know whether he was spending 
it for his own purposes or for the purposes of his 
Government ?—No ; those drafts were drawn by 
the Government, and as the representative of the 
Government cashed them; I was not bound to 
inquire what he did with them. 


1593. In what name were the bills drawn ?--I 
think some of the bills were drawn by the com- 
mittee in Honduras. — 


1594. What was the company that you think 
drew them?—I ‘think it wes “ Commission 
Empresario de Honduras ;” something like 
that. 

1595. Was there ary limit given to you to 
which you were to honour drafts on Gutierrez? 
—I only honoured drafts under the special 
authorisation every time of the Minister. 


1596. We have heard of two unnecessary 
drawings beyond the amount which was men- 
tioned in the prospectus to be drawn, one of 


~ 
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which was in April 1871, when you were. a 
trustee ; do you know anything of that ?—No. 

1597. Was the money for that ever found out 
of the product of the 1867 loan or 1870 loan, as 
far as you know ?—May I refer to my minute 
book (the book was handed to the Witness)? No, 
not so far as I know. 

1598. You told me on Thursday that you had 
got some other documents which in your opinion 
were unimportant. What are they, if you please? 
—J did not say “unimportant;” I said that I 
had left some at home. : 

1599. Have you brought them to-day ?—Yes; 
some letters from Messrs. Bischoftsheim & 
Goldschmidt, some account sales, some bills 
drawn by the Government, and so on. 

1600. What are the books that you have ?— 
One is a journal. 

1601. Let me see that journal? 
handed to Sir Henry James.) 

1602. What is the other book?—A letter 
book, correspondence book. 

1603. Give me the correspondence book, if you 
please? (Jé was handed to Sir Henry Jumes.) 


(lt was 


Mr. Bourke. 


1604. Who was that document called a con- 
vention drawn up by ?—I believe by Mr. Sharp. 

1605. The same gentlemen who drew the 
others ?—I believe so. 

1606. Where is Mr. Sharp at present?—I 
have not seen him for years. 

1607. Do you know whether he is in England ? 
—I do not know. 

1608. What is he ?—He is a solicitor. 

1609. Where is his place of business?—At 
that time his place of business was in Gresham 
House. 

1610. Has he any place of business in the 
City of London now?—I do not know; I have 
never heard of any change of office. 

1611. Do you know whether he is carrying on 
business there now ?—I do not know. 

1612. When did you see him last ?—I do not 
think I ever saw him since I left Mr. Bischoffs- 
heim. 


Mr. Stephen Cave. 


1613. I did not understand the explanation 
which you gave about the 91,0007; did you 
give any explanation ?—No. 


Mr. Kirkman Hodgson. 


1614. Who were Messrs. Bischoffsheim’s 
solicitors at that time ?—Messrs. Sharp. 

1615. Not Messrs. Freshfield?—No. 

1616. Messrs. Freshfield did not in any way 
act for Messrs. Bischoffsheim at that time, did 
they ?—They might have been concerned, for 
them in other matters. 

1617. They were not connected with them in 
this loan in any way ?—No. 


Sir Henry James. 


1618. When did you last see Mr. Lefevre ?— 
Several years ago. 


Mr. Davids. 


22 March 
1875. 


Mr. Waring. 


22 March 
1875. 
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Mr. CuHaRLES WARING, sworn. 


Sir Henry James. 

1619. I BELIEVE you are a member of the 
firm of Waring Brothers ?—Yes. : 

1620. Was Mr. McCandlish at any time in 
partnership with your firm ?—For this particular 
business only. 

1621. Not a general partner ?—Not a general 
partner 

1622. When was the subject of this railway 
introduced by your firm ?—Several months after 
the issueo f the first loan in 1867 ; in fact, on the 
4th of May 1869 Mr. McCandlish came to my 
firm, which is composed of my two brothers and 
myself, and called Waring Brothers, and he in- 
formed us that he had entered into a contract 
with the Honduras Government for the execution 
of the first section of the Honduras Railway for 
the sum of 500,000/., and that section of the 
railway was 53 miles long ; that his contract with 
that Government gave’ to the Government the 
option, under certain circumstances, to cause him to 
make the other two sections of the railway, being 
of a length, respectively, of 85 miles and 92 
miles; and the general terms of that contract 
were, that Mr. McCandlish was to execute the 
first section of the railway against payments in 
cash. 

1623. Will you be good enough to tell us this: 
I think the first section is from Puerto Caballos 
to Santiago?-—No, from Puerto Caballos to a 
distance of 53 miles, which eventually proved, 
however, to be 57 miles from that port. 

1624. Is there any name to the ending of that 
section ?—There is no name. 

1625. I thoughtit was Pio Monte or Santiago? 
—1I do not reimember. 

1626. Does the second section go to the capital, 
Comayagua ?—It goes to a distance of 85 miles, 
which is very nearly the capital ; 85 miles from 
the termination of the first section. 

1627. And the third section?—The third sec- 
tion takes the railway to the Pacific coast. 

1628. Did you see that contract ?—Yes. 

1629. Who-has got it now?—I can give the 
Committee a copy of the contract. 

1630. Will you then be good enough to give 
the Committee a copy of the contract with Mr. 
McCandlish ?— Yes (handing it in). 

1631, At this time did you learn whether there 
had been any survey of this line ?—Yes. 

1632. Who had surveyed it?—I do not know 
who had surveyed it; but Mr. McCandlish was 
acquainted with the country, had himself examined 
the estimates, and it was upon the faith of Mr. 
McCandlish’s examination of the estimates for 
the works that my firm agreed to join him. 

1633. We know that the expense of a railway, 
so much a mile, depends upon, the difficulties, the 
gradients of the country, for instance; did you 
have any survey placed before you?—Yes, such 
a survey as Mr. McCandlish furnished to us. 

1634. Of the first section only, or of the whole 
line ?—OF the first section only. 

1635. Who had made that. survey ?— Mr. 
McCandlish. 

1636. Is he a contractor or a civil engineer ?— 
Contractor and civil engineer; previously to that 
he had been a civil engineer. 

1637. Had Mr. Bruniees been out to Hon- 
duras, to your knowledge ?—I do not know that 


MINUTES OF EVIDENCE TAKEN BEFORE THE J = Cae 


<i(euar € 
{ 


Sir Henry James—continued. 
he had been, but some assistants of his had been 
out. 

1638. With Mr. McCandlish ?—I do not know 
whether with Mr. McCandlish, but I know 
that. some assistants of .Mr, Brunlees 
specially sent out. 

1639. Have you got any surveys left with you 
by Mr. McCandlish ?--No ; all the surveys were © 
given up to the engineer of the Government. 

1640. Who was that?—Mr. Brunlees 

1641. When was that ?—On the termination 
of our relations with the Government. . 

1642. Can you fix the date when you gave 
them up to Brunlees ?—I cannot fix it precisely, 
At all events, it was after the-suspension of the 
works. 

1643. When did you suspend your works ?— 
We suspended the works on the 15th of May 
1872. The whole of the works were suspended 
then, and these documents would be delivered 
over to the Government after that time. 

1644. You have handed mea contract between 
Mr. McCandlish and Herran and Gutierrez; did 
you make a contract with Mr. McCandlish to 
carry this out?--Yes, with Mr. McCandlish, not 
with the Government. 

1645. When was that ?—That was, as I have 
already stated, on the 4th of May 1868. 

1646. Have you got a copy of your contract 
with Mr. McCandlish ?— Yes. 

1647, Will you give it to me, if you please >— 
( The Witnessproduced it.) 

1648. First, will you tell the Committee for 
what section did you contract ?—We contracted 
to jom McCandlish in the execution of the 
contract which he had entered into with the 
Government of Honduras. 

1649. Was that for the whole line, or for the 
first section of 53 miles?—It was for the first 
section of 53 miles. 

1650. With the optien of going on ?—With 
the option of going on with the other portion of 
the railway. 

1651. How much was your contract per mile ? 
-—The first section amounts to about 8,000 /. per 
per mile; they vary. It was 57 miles, in fact, of 
the first section, and it was 500,000/. in the 
total; and therefore it amounted to 8,000 2. per 
mile in round figures. 

1652. Now, was that submitted to Gutierrez, 
or to Bischoffsheim & Goldschmidt?—If you 
mean the agreement McCandlish had made with 


-us, I do not know that it was submitted. 


1653. You contracted only with McCandlish ? 
—I contracted only with McCandlish. 

1654. When did you commence any opera- 
tions on the line ?—-We commenced operations 
on the first section in November 1868. 

1655. As a railway contractor, what data ha 
you as to the nature of the line before you at 
that time?—If you mean the nature of the 
works, the character of the works, we had the 
data which we always have, the best data which 
can possibly be procured for a contractor, the 
estimate of his partner. I should not have 
undertaken the construction of this railway if 


“my partner, the gentleman who then became m 


partner, had not already ascertained that the 
work could be done for the money. a 
1656. That 


were _— 
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1656. That is to say, your partner for this 
contract ?—Yes. 

1657. You were making a contract with him 
for the purpose of carrying out the line ?—Yes. 

1658. Therefore you ‘had the data from the 
other party to the contract ?—I had the data 
from McCandlish, whose estimate I could rely 
upon. I am not in the habit of going across the 
seas myself; I think it fortunate when I can get 
a partner’s estimate to rely upon rather than 
an agent’s, because, of course, a partner takes a 
portion of the risk, whereas an agent does not. 

1659. You say that you commenced in Novem- 
ber 1868; can you give the Committee a list of 
the monies you received in respect of the claims 
on that first section ?—I can furnish that, but 
I can tell you the amount now. 

1660. Would you mind reading, rather in 
detail, to us the list of the different payments? 
—I will do so, certainly. 

1661. Is this statement which you are now 
going to hand to me from your books ?—-Yes. 
The books are at the service of the Committee. 
There is the list (producing one and handing it to 
Sir Henry James). 

1662. From whom did you receive the money? 
—The cheques were signed by Gutierrez, and 
Blyth, and others, but not by Barnes. 

1663. This is cash received from persons whom 
I think we may call the railway trustees ?—Yes; 
of which body I desire to say to the Committee 
that Mr. Barnes did not form a part. 

1664. He wasa general trustee ?—-With which 
T had nothing to do. 

1665. The general trustees found the money 
for the railway trustees?—That is to say, the 
money passed, I believe (but of that I am not 
sure), into the hands of the railway trustees, from 
whom I cannot state, and the railway trustees, 
of whom Don Carlos was a member, signed the 
cheques to us in payment for our works. 

1666. But when you say that the railway 
trustees received the money from persons whom 
you cannot state, did you not know that Mr. 
Barnes, your clerk, was a general trustee ?—Cer- 
tainly I knew that. 

1667. 1 suppose, being a clerk in your office, 
it was with your approval that he became a 
general trustee ?—Mr. Barnes asked us whether 
we had any objection to his becoming a trustee, 
and I said I had the greatest objection to his 
becoming a railway trustee, because I thought it 
would place him in a false position, inasmuch 
as the railway trustees signed the cheques for my 
firm and McCandlish for the construction of these 
works, but that I saw no objection whatever 
to his being trustee in any other capacity. 

1668. Before you gave that consent, did you 
inquire what his duties would be ?—No; I only 
desired to ascertain that he was not a railway 
trustee. 

1669. 
duties of a railway trustee would be, and you 
thought it was objectionable that he should 
occupy the position of a railway trustee, being 
at the same time in your employ ?—Yes. 

1670. But you allowed him to become a general 
trustee? — Yes. 

1671. The first advance, I see, was on 10th 
November 1868 ; an advance of 50,000 J. ?—Yes. 

1672. All this is in cash ?—Yes, it is in cash. 

1673. Did you obtain the money under certifi- 
cates ?—Yes, under certificates. 

0.64. 


Therefore of course you know what the ~ 


- from “ the trustees,” it is as received from 
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1674. I presume there is some mention of cer- 
tificates in these contracts?—Yes; the amounts 
to be paid were certified by the engineer of the 
Government, and upon those certificates the trus- 
tees of the railway paid them cheques. 

1675. Who was the engineer to the Govern- 
ment ?—Brunlees. 

1676. Has Mr. Brunlees ever himself been 
to Honduras, do you know ?—I think not, but 
I cannot quite say. 

1677. You never received any. certificates 
from Honduras, or anything of that kind, signed 
by Mr. Brunlees ?— No, never. 

1678. Had Mr. Brunlees 
there ?—Yes, several. 

1679. Do youknow who they were ?—No, I do 
not remember their names; they were sectional 
engineers, whose names I do not remember at 
this moment. 

1680. He had sectional engineers there who 
sent him home data?—Yes, data on which he 
made his certificate; it was quite in the usual 
manner. 

1681. I see that the payments commenced on 
the 10th November 1868, with 50,000 J. Then 
in 1869 you received three different sums in 
July, October, and December; one of 20,900 /., 
the second of 26,145 /., and the third of 14,762 Z., 
which makes about 62,000 J. ?—Yes. 

1682. Now, in 1870 you received eight dif- 
ferent sums, and the whole of the sum you 
seemed to have received in those years amounted 
to 292,848 1.; I have made the calculation in 
pencil?—Yes; I have made the same calculation 
myself. 

1683. That was in money ?—Yes; it was, in 
fact, up to the end of November 1869. 

1684. According to your dates here, the 20th 
September 1871 ends the 292,000. ; just see if 
that is so (handing the List to the Witness) ?— 
Yes; it is to the 20th September 1870, lL see. 

1685. Now, I see this account (pointing to tt) 
commences February 1871, and then, instead of 
«¢ War- 
ing Brothers;” it is carried out in a different 
column ?—Yes. 

1686. Will you please now explain to the 
Committee what is the meaning of your recely- 
ing money from “ Waring Brothers” ?-—You just 
now read a document, a letter which was signed 
jointly by Bischoffsheim & Goldschmidt, my 
firm, and the firm of Waring & M‘Candlish, 
and some others. 

1687. Is that the convention of October 1869 
that you are referring to ?—I do not know what 
it is called ; it isin the form of a letter, which 
you read from beginning to end; that document 
explains it. I will give the explanation as shortly 
as 1 possibly can. When first I entered into 
this contract I did not know what amount of the 
bonds were placed, but assumed that the loan 
having been issued six months before I entered 
into the contract, there was a very substantial 
amount of it placed; and in point of fact, when 
that arrangement was entered into, I became 
aware that difficulties had arisen in the payment 
for the works executed by my firm. 

1688. Would you tell us how those difficulties 
had arisen, if you know ?—I mean that my firm 
experienced considerable difficulty in obtaining 
payment for the work they were doing, and of 
course I became alarmed as to the probability of 
the first section of the railway not being com- 
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Sir Henry James—continued. 

pleted at all, and also as to the probability of my 
firm being in large advance of funds on account 
of work done and not paid for. 

1659. When was that?—This was in October 
1869. 

1690. I suppose the difficulties had commenced 
a little time before that ?—Yes, no doubt. 


Chairman. 


1691. How long before? —1I think they in- 
creased ; probably they commenced a month or 
two before, and became more serious; and I then 
inquired more narrowly into the financial posi- 
tion of the Government; and I became a party 
to that letter which, in point of fact, forms an 
agreement for the purpose of securing, as far as 
the circumstances then admitted, that the bonds 
of the Government which were to be sold and in- 
tended for the construction of the first section 
of the railway, should in point of fact be applied 
to the construction of that first section. 


Sir Henry James. 


1692. Would you mind telling’ the Committee, 
had you then become aware of the contents of 
the deed of the 30th of June 1868 ?—No, I had 
not. 

1693. Was that kept back from you ?—-Cer- 
tainly. 

1694. Did Bischoffsheim & Goldschmidt or 
Lefevre ever mention that to you ?—No, I did 
not know of the existence of such a deed. 

1695. Were you in communication with 
Bischofisheim & Goldschmidt and Lefevre ?— 


Yes, certainly ; it was owing to my communica- 


- tions with them on the subject that that agree- 


ment of the 15th October 1869 was made. 

1696. Will you tell the Committee what you 
mean by that?—In this document there are two 
items which concern me, I think. One is, that 
200,000 @. of the bonds of the Government were 
placed in the hands of my, firm for the purpose 
which is therein stated, namely, that the proceeds, 
at the rate of 767. 12s. per bond of 807., which 
was the issue price, should be applied to the pay- 
ments for the railway; and that is. the reason 
why the payments now appear to come from 
Waring Brothers instead of coming directly 
from the railway trustees; because Waring 
Brothers holding the bonds until they are realised, 
Waring Brothers and McCandlish credit Waring 
Brothers with the amount realised by those 
bonds. 

1697. You having taken 200,000/. of the 
bonds ?—Not having taken, but having caused it 
to be deposited, in order that the proceeds 
should be applied to the construction of the 
railway. 

1698. Were they sold ?—They were sold. 

1699. By your direction ?—By my direction. 

1700, Have you any account of what they 
realised?—I have no account of what they 
realised. They were to be sold at the rate of 
761.128. 


1701. What years were they sold in ?-—They 


were sold at the time stated there. 

1702. No such credit is in this account which 
Ny have handed to me till February 1871?— 

oO. 
1702. Were none of those sold during the year 
1870?—I think not. They were certainly not 
sold until the time indicated there. 

1704. There were none of those bonds sold in 


Sir Henry James—continued. 
1870, you say ?—I think not. Those dates’ be- 
fore you will indicate when the sales took place. 
1705. Did you know that Lefevre was selling 
these bonds on the market to the public during the 


year 1869-70 ?—No; I did not know that Lefevre 


was selling them until he sold this 200,000 7. 
These are the dates on which the bonds were 
deposited and the dates on which they were sold 
(handing in a Paper to Sir Henry James). 

1706. * Loan, 1867; 200,000 7. (nominal); bonds 
received 19th November 1869;” that would be 
under the October convention ?— Yes. 

1707. “ 13th January 1870, drawn 1,000 7.”?— 
Yes. 

1708. “ Between above date and the 14th of 
June 1870 the balance of 199,000 sold” ?— 
Yes, 

1709. That is nominal 200,000 7. ?— Nominal. 

1710. ‘that, at 762. 12s. per cent., is 153,200 1? 
— Yes. 

1711. Then may I take it that between 13th 
January 1870 and the 14th of June 1870 you 
received 153,200 /.?—If it is so on that paper. — 

1712, That you would receive from the rail- 
way trustees, I understand ?—No; that we re- 
ceived directly by the sale of the bonds which we 
were holding. 

1713. How is it, then, that all the money re- 
ceived from you begins under the date of Feb- 
ruary 1871; I think there is some mistake ?— 
These are the dates of the certificates. 

1714. You received the money before that ?— 
We held the money whenever we sold the bonds. 

1715, That you carried to the general ac- 
count ? — Yes, and set against certificates. Of 
course we could not tell when the bonds would 
be sold, but whenever there were more’ proceeds 
from the sale of the bonds than the amount of 
the certificates for the time being, we held that 
until the next certificate came in, 

1716. I see the certificates go down here to 
1871. You received all this money in. 1871; 
has any credit been given for the interest upon 
that money ?—No, there is no eredit given for 
the interest. . 

1717. Now I see that the sum which only you 
have had was at the rate of 762. 12's, per cent., 
producing 153,200 1.?—Yes. 

1718. The Committee have a little chart be- 
fore them, by which I see that in 1870 the bonds 
were at 86 in January ; the lowest point they 
went to was a point above 80 m the samemonth; 
and in the month of June in the same year they 
had sprung up to 88, or 12 per cent. beyond the 
76 7.; who has had that difference ?—I do not 
know. 

1719. Have you got asuspicion?—Yes, I have 
got a shrewd suspicion. 

1720. Will you let us have the benefit of that? 
—I do not know that I have; I really cannot 
tell. 

1721. Your shrewd suspicion is what ?—I do 
not know whether the Committee care to have 
my suspicions, because I am not a suspicious 
person. 

1722. Will you tell us what it is?—My sus- 
picion is that Lefevre got most of it, and I should 
think probably the whole of it; that is my shrewd 
suspicion. 

1723. You give him eredit for the whole?—I 
should say that he got most of it. 

1724. You would give it all to Lefevre, as I 
understand ?—I think I should; but I wish the 

' Committee 
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Committee to understand that none of it came 
to me, at all events. It realised exactly what I 
took it for; to me it was the same as cash, and 
no more, 

1725. Excuse me, it was cash im advance ?— 
No, it was bonds in advance. 

1726. But when the bonds were sold ?—There 
was a sufficient amount of consideration for the 
small amount of interest that accumulated. I 
undertook to proceed vigorously with works, 
which were many thousand miles beyond the 
seas, on the faith of this deposit of bonds; and I 
would like the Committee to understand that 
when one undertakes to make a railway many 
thousand miles beyond the seas, it is necessary to 
make many commitments very many months in 
advance: it takes two or three months, for in- 
stance, to send the rails out. 

1727. Do not you make allowance for that in 
your contract price?—Of course; but I do not 


~ make allowance in my contract price for the pos- 


sibility, and very great possibility, of making com- 
mitments four months in advance of the time at 
which I am paid; thatis to say, that [am obliged, 
when I am making a railway beyond the seas, to 
purchase the materials necessary for its construc- 
tion three or four months before they are wanted, 
and before I can receive payment for them. 


Chairman. 


1728. And you do not make any allowance for 
that in the contract price ;—I do not make any 
allowance for the possibility of my not being paid 
for them at all. 

1729. Thatis another question altogether; we 
are speaking‘now on the supposition that you are 
paid ?—But will you allow me to put a case; 


‘supposing IT am making 57 miles of railway in 


Honduras, it is necessary for me to purchase the 
rails, for example, and many other materials, at 
least three months before they can be used, or 
four months before they can be used; when I 
have purchased these rails, I have to pay for 
them, and if, in the meantime, the Government 
becomes short of funds, I should probably not be 
paid at all. 

1730. But for all the delay which is occasioned 
by your taking a contract a long way off, you do 
reckon in your contract, do you not ?—I reckon 
in my contract price. 

1731. You must begin sooner spending your 
money about it than you would doin England? 
—I allow for the inconvenience, certainly, but 
not for the possibility of not being paid at all. 


Sir Henry James. 


1732. Following your account, in addition to 
the 292,848 /., you seem to have received, through 
the proceeds of these bonds, 153,200 d. ?— Yes. 

1733. You haye had from the trustees 15,265 1., 
that was in 1871, and the only payment from the 
trustees in 1871; then in 1872 you also received 
from the trustees sums amounting to 5,600 1., 
2,800:2., and 2,800 d., which would make 11,200 7. ? 
—Yes. 

1734, I seein your 1872 receipts you have got 
this, “The trustees, 70 per cent. of 8,000 2., 
5,6001.;” what does 70 per cent. of 8,000/.” 
mean ?—I do not know ; perbaps you would allow 


me to look (the book was handed to the Witness). 


Itis not at 70 per cent., it is 70 per cent. of 
8,0002., which is the total payment, of which 
5,600 J. is applicable: to the first section. 
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Sir Henry James—continued. 

1735. Do not you know what it means ?—No, 
I do not. 

1736. Did you know that under the deed of 
the 15th of June 1870, so much was to go to 
Gutierrez, somuch to Bischoffsheim, and that the 
railway trustees were to have 70 per cent. ?—No, 
I did’ not know that; I think you are wrong 
about that; the explanation I give is this: that 
the 70 per cent. appearing upon this paper means 
70 per cent. of 8,0007. namely, 5.600/, which 
is applicable to the first section; the remaining 
portion of the 8,000 /. is applicable to the second 
and third sections. ; 

1737. Have you received anything for the 
second or third section ?—Yes, certainly. 

1738. Is the whole sum received from the 
trustees on the first section 319,313 7.?,—On the 
first section the whole amount received by me 
from the trustees, and from the proceeds of the 
sale of the 200,000 /. of bonds, amounted to 
456,000 7. in round figures. 

1739. Itisstated as 472,0001. in this list ?—The 
rest was received for the maintenance and working 
of the railway after my firm continued to work 
this railway, and maintain it for a considerable 
period after it was opened. 

1740. Of that 456,000 7., 153,200 /. came from 
these bonds ?—Yes. 

1741. What other sums did you receive ?— 
For the second and third sections my firm re- 
ceived 233,643 /. That makes the total amount 
on account of the whole railway 
689,745 L., for which my firm completed, equipped, 
and opened a railway 57 miles long, including a 
pier in the Atlantic, at Puerto Caballos, and 
executed works to the amount of 233,643 /. on 
the other two sections. 

1742. Can you give us the account of those 
sums, and state when you last received money? 
—Yes, I think I can. The last payment re- 
ceived for the construction of the railway was on 
the 21st of December 1870. 

1743. I am taking this from your own figures ; 
did you, in relation to the second section, re- 
ceive the sum of 145,627 7. from the trustees ?— 
Yes. : 


1744, And, I believe, the payments ran from. 


17th March 1870 to 16th October 1872 ?— Yes. 

1745. Now, on account of the third section 
you have received 71,6052, the payments run- 
ning from the [8th January 1871 to 16th October 
1872 ?—Yes. 

1746. And there has been no money received 
since by your firm ?7—No money. 

1747. Will you-give the Committee-again the 
total? —The total amountreceived on all accounts 
(including maintenance) was 689,745 7. I should. 
wish to state to the Committee that the amount 
certified to be due to us on all accounts by the 
engineer of the Government was 746,102 /., so 
that, in point of fact, my firm was not paid ac- 
cording to their contract to the extent of nearly 
60,000 Z. 

1748. Was that the whole sum that has ever 
come from these loans, as far as you know, to 
MeCandlish, or to anyone, for the construction 
of that line ?—-Not only as far as I know, but I 
can state positively that that is the whole. 

1749. Out of the whole millions that have 
been raised, that is the whole ever spent on the 
line ?—That is all. 

1750. Had you separate contracts for making 
the second and third sections ?—Yes. 


oo 1751. Will 
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Sir Henry James—continued. 


1751. Will you give them to me, if you please ? 
—( They were handed in.) 

1752. You have handed in two contracts, one 
of the 17th March 1870, and the other of the 
18th June 1870, for the construction of the 
second and third sections ?—Yes; the date of the 
second contract is March 1870, and the date of 
the third contract is June 1870. 

1753. Now we know, by a deed that has been 
put in before the Committee, that it was con- 
tracted that 800,000 J. of the second loan was to 
be appropriated to what is termed the contrat 
a forfait with Messrs. Waring Brothers ?— 
Yes. 

. 1754. Is it correct to state that out of that 
800,000 2. you have only received for the second 
and third sections 292,000 /.?—You see, I know 
nothing of that deed. It is a fact, that for 
the second section I have only received that 
amount. 

1755. I see there is the application of 800,000 7. 
to your firm under the head of contrat a forfait? 
—In a deed of which I know nothing. Assum- 
ing that that is so, I only received the amount 
that you have named altogether on the second 
section. 

1756. Have you any suspicion what has 
become of that money ?—Not the least. 

1757. How much have you received for the 
third ?—-I should have stated that for the third 
it is 800 0007.; for the second, the amount of the 
contract sum is 930,000 7. 

1758. Out of that third section, whilst 
800,000 /. is appropriated in the deed, you have 
only received 71,605 2. ?— Yes. 

1759. You have been good enough to hand in 
the contracts, and of course we can refer to 
them; but to assist the Committee at this moment 
can you give the gross sums which you were to 
receive on the second and third contracts ?—The 
second contract was for 85 miles of railway, and 
the sum was 930,000/.; and for the third section 
the length of railway was 92 miles, and the 
grand contract sum 800,000 7. ; 

1760. That is a fraction above 8,000 /. per 
mile ?—Yes; the second section is at the rate of 
11,000 7. per mile, whilst the third section is at 
the rate of 8,700/. per mile. 

1761. Now the first 53 miles has been opened? 
—Fifty-seven miles. 

1762. You have told us what certificates you 
had for the second and third; what condition is 
the second section in ?—I should not venture to 
say what condition it is in now, but I can hand 
in a report made by the order of the Govern- 
ment, of which I got a copy, by engineers, 
which states what the condition of the second 
and third section is. 

1763. When was that report made ?—After 
the suspension of the works. Immediately after, 
I believe some engineers were sent especially to 
make a report upon the condition of those 
sections. 

1764. Will you give the date of the suspension 
of the works; the last payment is October 1872 ? 
—The works were suspended altogether on 15th 
May 1872. 

1765. Have you had from gentlemen who 
represent you there, any statement of the state 
of the railway ?—No, I have not. 

1766. What was the state, speaking generally, 
of the second section ?—The Committee must be 
made acquainted with the nature of the country. 


Sir Henry James—continued. 


It is a dense forest, and it had to be cleared ; 
there were materials of various kinds upon the 
works; a number of earthworks were made, the 
entire length of the line on various parts of the 
railway, and all the workshops built and accom- 
modation made for men; of course it would have 
been essential to import a great number of men. 

1767. That is preparatory to the work, but 
what work is there done on those sections ?—I 
fancy that, at the present moment, I should not 
like to undertake to open the railway for a less 
sum than the amount of the two sections of the 
railway, because my opinion is that it has grown 
up again; vegetation is extremely rapid in those 
parts. 

1768. You would have to clear it again, you 
mean ?—Yes; practically I would not undertake 
to construct the railway to the Pacific Ocean for 
less than the sum named in those two last con- 
tracts. 

1769. From your experience of the country, 
do you think that the line can be made at a pro- 
fit to the contractor at that contract price ?— 
Certainly, otherwise I would not have entered 
into it. 

1770. What has become of the first section; is 
that working ?—I do not know. 

1771. Were locomotives sent out enough to 
work it ?—Yes. 

1772. By you?—Yes, by us. It was equipped 
by us, and in fact worked for several months by 
us. I had great difficulty to get rid of it; in 
fact, I did not wish to abandon the railway with- 
out some provisions being made for its being 
worked by the Government, and I had very great 
difficulty to deliver it to the Government, be- 
cause Don Carlos Gutierrez would not make 
arrangements for receiving it. I therefore con- 
tinued to work it much longer than I wished ; in 
fact, I had no engagement to work it, but I 
worked it because I was loth to abandon it with- 
out a provision being made for its being worked 
by the Government. 

1773. Who received the gross proeeeds of the 
working ?—During the first months there were 
no net proceeds. When we ceased to work the 
line it was already beginning to eara enough to 
pay the working expenses, 

1774. It never got beyond that ?—It never got 
beyond that. I believe it would have got beyond 
that. My opinion is that it could have been worked 
at a profit, even this first section; although of 
course, the railway was practically of no use un- 
less it had been completed from sea to sea. 

1775. When you say that it might have been 
worked at a profit, do you mean a profit after 
paying interest on capital ?—No. | 

1776. You mean to pay working expenses ?— 
To leave something over. 

1777. I suppose when they suspended the 
work, and when you ceased to be paid, that was 
detrimental to your interests?—Very much so 
indeed. 

1778. Did you make complaint to anyone ?— 
Most serious complaints throughout the whole 
time ; I will tell you when I began to make 
serious complaints. 

1779. Have you got your correspondence ?— 
Yes (producing it). That is a copy of the joint 
letter (producing it). 1 began the correspon- 
dence on the 7th of October 1870 (when I say I, 
I mean my firm). 

1780. With whom did you correspond ?— 

. With 
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Sir Henry James—continued. 


With Don Carlos Gutierrez, as representative of 
the Government. : 
1781. Is that the correspondence on_ both 
‘sides ?—Yes; but I am bound to say that I 
scarcely ever received a reply. I made constant 
representations of a very serious character, point- 
ing out to that Government in every way, how 
detrimental it would be, both to the subscribers 
to the loans of the Government, to the Govern- 
ment itself, and also to my firm, if payments 
were not forthcoming in sufficient amounts to 
ensure the completion of the railway within 
some reasonable time. I made these representa- 
tions the more urgently, because the amounts 
paid gradually became so absurdly small that I 
foresaw that the railway would never be finished. 
1782. Will you hand me the correspondence ? 
—( The Witness did so.) 


Chairman. 


1783. Is there anything in that correspondence 
that you would like to draw our attention to ?— 
Yes; if you will allow me, LT should like to read 
one or two of these letters, as my own position is 
very much in question in these matters. Of 
course I will not trouble the Committee with 
anything more than the mere character of this 
correspondence. I say, on the 7th of October 
that, “on the execution of the contracts relating 
to the second and third sections of the Honduras 
Railway, on 17th March 1870, and 18th June 
1870, and on the arrangements made for trans- 
ferring the proceeds of the second loan from 


Paris to London, and also in the presence of the 
entire subscription by the public of the third 
A loan.” Of course I didnot know to the contrary, 


and I thought that the whole of the third loan 
was subscribed. Of course I knew afterwards 
. that it was not; but at that time I thought that 


the third loan was subscribed; and, in fact, my : 


‘firm purchased 135 miles of rails for the con- 
ii struction of the second and third sections of the 
: railway, which we were obliged to sell after- 
: wards at a sacrifice, because I discovered that 
the proceeds of the third loan either were not 
subscribed, or were not available for the con- 

| struction of the railway ; in order to avoid these 
rails being upon my hand, I sold them again at a 
sacrifice. So I say, “and also in the presence of 

i the entire subscription by the public of the third 
| loan, we considered, ourselves justified (as it was 
clearly the interest of the Government, and con- 
sistent with the fulfilment of our contracts) in 
making arrangements for the very rapid execu- 
tion of every section of the railway; and we 
consequently sent out very large staffs, and 
made considerable purchases of material for this 
purpose.” In fact, we purchased 135 miles of 
rails and other materials. ‘“‘ We are sorry to 
observe that circumstances have very seriously 
changed since the period we name. ‘The greater 
part of the,third loan has been re-purchased on 
Government account. There is only an incon- 
siderable amount available for the second and 
third sections, and, unless sales are very rapidly 
made, this amount will not be very largely in- 
_ereased when all the instalments due on the third 
loan from the public have been paid. We think 
jt our duty to bring under your Excellency’s 
notice, in a friendly manner, this state of things, 
not for the purpose of embarrassing you, but in 
order that all parties interested (as we are our- 
ale in the due completion of this railway 
0.64, 
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should be induced to unite their efforts to bring 
about the due fulfilment of the obligations of the 
Government, in order that we may be enabled 
to fulfil our own obligations. We are also com- 
pelled, most reluctantly, to observe, as indeed 
must be apparent to your Excellency, that unless 
the Government place themselves in a position 
to fulfil these obligations, it is impossible that 
the works can be proceeded with on the scale 
at present adopted, if, indeed, it should not be- 
come necessary to partially suspend them.” 
That was in. October 1870. ‘“ We send a copy 
of this letter to Messrs. Bischofischeim & Gold- 
schmidt, and also a copy to Mr. Lefevre.” That 
was the general character of my letters. Per- 
haps the Committee would not think I am wast- 
ing its time if I read one more. I say in a letter 
on 23rd February 1871, “ The serious position 
into which the undertaking of the Honduras 
Railway has been for some time drifting induces 
us to call the attention of your Excellency to 
the great loss which has been caused to us 
owing to the delays and irregularities in the 
payments for the works, and to the gravity of 
the situation of the enterprise generally. We 
find, on a review of our position in reference to 
the contracts entered into with your Government, 
that there has been for months past a failure on 
the part of your Government to satisfy, especially 
in regard to the payments, the obligations they 
have contracted towards us; and at this moment 
the Government is indebted to us in respect of 
our contracts in no less a sum than 172,432. 
We refrain from troubling your Excellency with 
the details of this amount, which can doubtless 
be furnished by the trustees, or which, indeed, 
we are prepared to furnish should you require 
it; but we may state, generally, that it is made 
up of sums due upon each of the three sections 
of the railway. In the face of this large amount 
owing to us and unpaid by the Government, and 
of our increasing liabilities, owing to the con- 
tinual expense we are incurring by proceeding 
with the works, we have been compelled to 
cancel many contracts, especially for the supply 
of rails and other materials, which we had 
entered into on the faith your Government ful- 
filling its obligations, and which have been can- 
celled at a considorable loss to ourselves. We 
have been compelled, from like motives, to take 
measures at great sacrifice to retard the execu- 
tion of the works on the second and third sections 
of the railway. The immediate consequence of 
such steps must be to cause delay in the com- 
pletion of the works, for which, of course, we 
cannot be held responsible in any way, morally 
or materially; and a further consequence will 
be considerable loss to ourselves, for which we 
hold your Government responsible, 
look for indemnity at the proper time. Notwith- 
standing the unfortunate circumstances in which 
we are placed by reason of the default of your 
Government, we are proceeding with the works 
on all the sections of the railway; and, as 
regards the first section, the works are being 
ccm with the utmost vigour, and would 

ave been completed long ago had the payments 
been punctually made, and, but for a circum- 
stance quite beyond our control, viz., the wreck 
of the ship containing the last of the materials 
required for its completion. Knowing ‘how 
seriously the interests of the Government would 
be compromised by any interruption in the pro- 
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gress of the works, we shall continue to proceed 
with them as long as we are able; but your 
Excellency must perceive that, apart from the 
loss for which we shall look for indemnity to 
your Government, it will be beyond our power 
to indefinitely avoid a suspension of the works, 
unless payments are promptly forthcoming from 
the Government.” 


Sir Henry James. 

1784. May we take it that during the year 
1871, you were pressing Gutierrez to fulfil the 
contract and pay the money ?7~-From that time 
to the end. 

1785. Have you got any answer from Gutierrez 
till 1871 ?—No. 

1786. They were in default on their contract 
during 1871 ?—Yes. 

1787. Was. your attention drawn to the fact 
that the Honduras Government was having an 
extra drawing in April and September 1871, to 
the extent of 1U0,000/. beyond the sinking fund 
provided by the prospectus?—No; I knownothing 
of the operations with regard to the loan. 

1788. Did you notice that whilst they were 
unable to pay you their instalments under their 
contract, they were having extra drawings to the 
extent of 100,000 /. in 1871 ?—I cannot say that 
that came under my notice. I was very much 
surprised that I received so little money for the 
construction of the railway, but I did not in the 
least know what money the Government were 
receiving, and indeed no one was more surprised 
than I to find that the whole of the bonds had 
been sold after the works were suspended. 

1789. Is there anything else you wish to bring 
to the notice of the Committee in this corre- 
spondence ?—Nothing. The correspondence is 
all of the same character. It becomes still more 
urgent; I point out various things more in 
detail. 

1790. Is there anything from Gutierrez in 
this correspondence ?—My correspondence begins 
on the 7th of October 1870, and the first letter 
I received from Don Carlos Gutierrez, in answer 
to some other representations, of the character of 
those I have already read, is on the 15th March 
1871. 

1791. Do you mean to say that he did not 
reply to your letter, or that you had replies and 
that. you have mislaid them ?—He did not reply ; 
this is the first reply he makes tome; and that 
letter is in these terms: ‘I have received your 
esteemed communication of yesterday’s date 
which you have sent to me; meantime I have 
communicated with Senor F. de Davids, in order 
that he may furnish me with all the data re- 
ferring*to the accounts of the railway; as soon 


as Ihave carefully examined all these documents, . 


I will answer to you in detail on the matter.” 

1792. You seem to have been aware of the 
existence of the French Loan of 1869?—Yes, I 
was aware that it was issued; I had nothing to 
do with the issue. 

1793. In the letter which we have called the 
Convention of 15th October 1869, you referred 
to applications to Herran to appropriate that 
money to the railway and to the payment of the 
loan ?—Yes. 

1794, Do you know whether any of that 
money was ever applied to the railway ?—No; I 
do not know whether it wes. , 

1795. But you do know that applications were 
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made to him?—Yes; and for the purpose of — 


finishing the first section of the railway. — 

1796. That is mentioned in your letter. You 
do not know the result of those applications, do 
vou?—I do not know. 

1797. Now there are two or three items which 
you would like to explain, in the books that have 
been produced. There is here a page headed 
‘* Messrs. Bischoffsheim, and Waring: Interest 
Account.” Will you explain to the Committee 
what that means ?—That’is in conformity with 
the arrangements made under date the 15th Oc-- 
tober 1869, which you have read to the Com- 
mittee. 

1798. On the debtor side of that account there: 
appear payments in cash, different sums, 18,000 Z.,. 
24,000 /., and 6,0007., and so on. Who found 
that cash ?—That I do not know. 

1799. Did you ever find any of it?—No; the: 
object of that account was to insure the payment. 
of the interest during the construction of the 
first section. 

1800. The interest on the loan of 1867 ? 
—Yes; it was in 
posit of the 200,000/. of bonds, with my firm, 
which deposit was made for the purpose of in- 
suring the completion of the first section of the 
railway, and that interest account was opened by 
the Government in the joint names of Bischofts-- 
heim and myself in order to insure the interest 
being paid during the construction of the first 
section. 


1801. Although the account is opened in your 


name, you did not find any of the money ?—No. 
1802. Will you inform the Committee who 
did; was it drawn out to your cheque ?—It was 
drawn out to Bischoffsheim’s account. I was 
abroad at the time, and had to give my power 
to draw out against that account to Mr. Henry 


. Bischoffsheim. 


1803. What became of the money?—It was 
paid for interest on the loan. . 

1804. Did that cash come from the sale of 
bonds ?—I think it came from the sale of bonds, 
but I do not know. 

1805. I see in this ledger, at page 120, and 
also on subsequent pages, there is this entry: 
“ Waring Brothers: Expense Stock,” and there 
is “Lefevre: Expense Stock.” What is that ; can 
you give any explanation of it?—No; I have 
never seen that. 

1806. We quite understand that you have not 
seen it; but throughout this book there are 
several entries, “ Waring Brothers: Exp.” and 
then “ Stock,” and you will find that there are 
many entries to Lefevre of the'same kind, 
“Lefevre: Expense Stock,” “ Waring Brothers: 
Expense Stock, 4,500 7.” Do you know what 
that means ?—Not in the slightest; I had nothing 
to do with that account. 

1807. “Waring Brothers: Expense Stock, 
20,000 7,” that is credited against the loan; did 
you ever receive such a sum?—Certainly not; 
never authorised that statement ; I know nothing 
of that kind. oN 

1808. Did you ever receive that money ?— 
No, certainly not. I should state at once that I 
received nothing on any account whatever, and 
had nothing to do with any accounts, or with any 
loans, or any financial transactions, with the 
Government or anyone else, in connection with 
this business, except the sums which I received 
in payment for the construction of the railway, 


and 


connection with the de-- 


} 
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and those sums I have stated to the Commit- 
tee. 

1809. If, for many, many thousands, credit is 
taken in this account for sums paid to you for 
expenses of stock, I suppose that takes you by 
surprise ?—It does certainly. / 


Chairman. 
1810. It appears, as I understand, that the 


- Honduras Government is still in your debt to 


the sum of 57,000 /.?—Something more than 
that: 56,0002. on Construction Account, and 
16,0007. on Maintenance Account. It is be- 
tween 60,000 2. and 70,000 2. 

1811. Have you attempted to obtain payment 


_ of that ?—Very frequently. 


1812. You have not succeeded ?—I have not 
succeeded. I have abandoned my claim; have 
released the Government from all liability to 
pay it. 

1813. When did you do that?—After the 
-entire suspension of the works, and when the 
Government failed to obtain the loan for the 
ship railway. 

1814. Why did you abandon your claim ?— 
Because I believe the Government had got no 
means of paying me, and because I obtained a 
release from my obligation to make the remainder 
of the second and third sections, which I con- 
sidered was a great advantage to my firm. I 
preferred not to have the obligation to make any 
more of the railway for such paymasters. 


«Mr. Walker. 


1815. What was the character of the forest 
through which the railway was to pass, the 
character of the timber ?—I believe it is almost 
entirely a virgin forest, very thick and tangled. 

1816. Is there mahogany along the line ?—I 
believe there is a great quantity of mahogany. 

1817. During the time that you worked the 
line, was any mahogany sent by the railway to 
the Atlantic coast ?—Yes, there was some. 

1818. Any large quantity?—-No very enor- 
mous quantity, I think, but there was some. 


Mr. Cave. 


1819. Were you aware that the railway was 
intended to carry large ships across to the Pacific? 
—This railway was not. 

1820. Do you mean that this railway bad no- 
thing to do with the Interoceanic Railway ?—It 
was called the Interoceanic Railway, but it was 
an ordinary railway. 

1821. Then where was the ship railway ?—It 


_ never existed; that line fell still-born. 


1822. Then you do not know whether the ship 
railway was intended to go along the same line? — 


I know it was. 


4 )' 0.64. 


1823. In fact, your railway was to be turned 
into the ship railway ?—So far as it went; this 
first railway was to be utilised as a portion of the 
ship railway, I believe. 

1824. I suppose avery different sort of railway 
would have to be constructed to carry large ships 
from an ordinary railway ?— Yes, I think so; in 
fact, I do not quite know what kind of railway it 
would be. 


Mr. Puleston. 


1825. Did I rightly understand you to say 


that the first section was completed and earning 
enough to pay its expenses ?—The first section 


} 
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of 57 miles was completed and equipped, and the 
pier at its terminus on the Atlantic Ocean was 
completed, and the railway was opened, and at 
the time that we ceased to work the railway it 
was nearly paying its working expenses. 

1826 Your opinion, I think, was that, if the 
whole had been completed, there was a possibility, 
in your judgment, that it would have been a 
remunerative line ?—Yes, I think it would; we 
took the opinion of Mr. McCandlish on that 
point very frequently. Having been there several 
times, and having studied the question, he is dis- 
tinctly of opinion that the line completed from 
sea to sea would be a remunerative railway, but 
of course it is of no use whatever unless com- 
pleted from sea to sea. 


Sir Charles Mills. 


1827. Who sold the 200,000 2. worth of bonds 
of which you have spoken ?—Lefevre. 

1828, And he gave you no account, I suppose? 
—No, we had no right to ask him for an account; 
they were to be sold for 76 4 12s. per cent.; that 
was the price at which they were handed to us; 
and so long as we obtained that amount as the 
proceeds of the sale we had no right to call for 
any other explanation. 

1829. And was that the same with regard to 
the 50,0002. which you took firm ?—With re- 
gard to the 50,0007. which we took firm, it was 
not quite the same; we were free to dispose of 
them as we might think fit. In fact, we did sell 
them and realise a profit of between 60/. and 
70 0. 

1830. But you really took them at the price 
of 761. 12s. per cent.?—At the price of 761. 12s., 
which was the same price at which the others 
were supposed to be sold, and we sold them at 
almost the same price. 

1831. ‘Therefore you never saw any account of 
the sales which produced the 150,000 2. odd ?— 
No; I was not concerned to know what they 
were sold for, beyond the price at which they 
were deposited, the object of the deposits being, 
from my point of view, and so far as I was con- 
cerned, to insure that the proceeds would be 
applied to the construction of the railway. 


Sw Henry Holland. 


1832. You said that you had no knowledge of 
the deed of the 30th of June 1868. You are 
aware that Mr. Barnes, your clerk, was made a 
general trustee by that deed ?—I was not aware 
of that. 

1833. Had you no communication with Mr. 
Barnes about that deed ?— None whatever. 

1834. When did the fact first come to your 


knowledge of that deed having been executed, 


and Mr. Barnes having been made a general 
trustee under it ?—Not until to-day. 

1835. You also said that in October 1869, 
when you inquired into the financial state of the 
Government of Honduras you got uneasy ; from 
whom did you make those inquiries ?— Yes, 
generally, and from Mr. Bischoffsheim, and from 
Bischoffsheim [ had this. At that time Mr. 
Bischoffsheim was extremely anxious to insure 
the completion of the first section of the railway, 
and although © cannot quite remember whether 
it was at his instigation that those arrangements 
were made, at all events he was quite as anxious 
as I was to sce that the proceeds of the sale of 
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bonds were applied to the construction of the first 
section of the railway. 


Mr. Ellice. 


1836. You have never been in Honduras your- 
self, as I understand you ?—No. 
1837. Your notion therefore of the remunera- 


_tive character of the railway is derived solely 


from what you bave been told by Mr. McCandlish? 
—Yes. 

1838. Mr. McCandlish was the, person who 
first induced you to enter into the contract that 
proved so disappointing ’—Certainly. 

1839. And [{ think that upon the figures you 
have given us, the price that you have received 
for the whole of the work that has been done, 
the completed railway, and the uncompleted 


. mileage, is somewhere about, on the average over 


the whole, 12,000/. a mile?—If you take the 
whole length of the line completed ‘and uncom- 
pleted the calculation is correct, but for the com- 
pleted line it is 8,000/. a mile, something less 
than 800,800 ie 


Mr. Edward Stanhope. 


1840. Did you know-anything about the 1872 
attempted loan in Paris?—No; my connection 
with this business had ceased entirely before 
that. 

1841. But you know, I dare say, that that loan 
was for 200,000 Z. to be issued at 701.?— Well, I 
do not know; I remember that there was a pro- 
spectus issued in Paris. I happened to be in 


Paris at the time, and I think a Member of this, 


House got into some little trouble in connection 
with the issue of that loan. 

1842. You may take it from me that it was 
for 200,000 J. issued at 70/.; I will read you one 
statement from the prospectus. ‘The product 
of the present loan, after having provided for the 
completion of the Railway and for other purposes, 
will be applied to the foreign financial services 


Captain Beprorb Pim, R.N., M 


Chairman. 


1852. You are a Captain in the Navy and a 
Member of Parliament ?— I am a retired Captain 
in the Navy, and a Member of Parliament. 

1853. Will you have the kindness to tell the 
Committee when you first became connected in 
any way with the subject that is now before 
them, the Honduras Loan ?— On the 23rd of May 
1872. ( 

1854, How did that connection come about? 
—At the request of Don Carlos Gutierrez. 

1855. And how long did it continue ?—About 
a year, rather more than a year. 

1856. And what was the nature of it; what 
office or position did you hold ?—I held the office 
of Special Commissioner of Honduras. — 

1857. Who appointed you to that office ?— 
Don Carlos Gutierrez. . ; 

1858. Had you a place of business of your 
own ?—No. 

1859. You are described in the evidence before 
this Committee as seeing persons on business in 
this matter; where was that?—At 8, Moorgate- 
street: that was the financial office of the Hon- 
duras Government, and I was requested to go 
there. 


Mr. Edward Stanhope—continued. . 


of the Honduras Government.” Now, if youhad 


been asked, would you have said that 140,000 /. 
would have been of much use towards the com- 
pletion of the railway at that time ?-—TI should 
have said probably that it would not have suf- 
ficed to do more than clear the forests; itis a 
totally insignificant sum applied to such a pur- 
pose. 


Mr. Kirkman Hodgson. 
1843. Did you ever know anything of asurvey | 


which was made several years ago (long before 


this question of loans came up) of this country 
for a railway ?—I merely knew generally that 
the project of a railway across this country had 
been already promoted by some very influential 
gentlemen years ago. 

1844. Colonel Stanton, I think, went out from 
this country to Honduras?—Yes, I think he 
did. 

1845. And he made surveys ?—I heard so. 

1846. Which were afterwards disposed of to 
the Honduras Government ?—That I did not 
know. " 

1847. At the cost of about 30,000 2. I think : 
—I was not aware of that. 

1848. Do you know whether these surveys 
were those on which Mr. MeCandlish based his 
contract ?—No; I think Mr. McCandlish based 
his contract upon calculations made by himself. 

1849. Where is Mr. McCandlish now ?—Mr. 
McCandlish is in the room. : 

1850. That idea of a railway was supported at 
that time by several very influential persons here, 
but it had no connection with anything like the 
Honduras Loan, hadit?—I think not, but I merely 
know generally that it was promoted.. 


Chairman. 


1851. Thank you; it is only due to you to say 
that your evidence has been clear and straight- 
forward. 


.p., a Member of the House, sworn. 


Chairman—continued. 


1860. Were you to receive any salary for this 
office -—Yes. 

1861. Will you have the kindness to state 
what the salary was ?—£. 1,500 a year. 

1862. And you did receive that ?—Yes. 

1863. Till when?—One year exactly. 3 

1864. Were you cognisant of the state of the 
affairs of Honduras in this matter.?—Do you 
mean the three loans previous to my appoint- 


‘ment ? 


1865. Yes?—Certainly not. * 

1866. You knew nothing about them during 
the whole time of your official connection with it ? 
—Not officially ; certainly not. 

1867. But in any way ?—I knew by common 
report that the payment of the dividends had ~ 
ceased, of course; but 1 was not appointed to have 
any financial work at all. My appointment was 
simply to try to push the railway through, and 
by special agreement to do what I could for the 
bondholders. 

1868. What were you to do for the bond- 
holders ?—To try to put the railway through. 

1869. In what way?—That the bondholders — 
might receive their dividends, and if my advice © 
had 


4 


i” ‘Chairman—continued. 


had been taken they would have received their 
dividends. ‘ 

1870. Was it your business to see the bond- 
holders, and to allay their apprehensions with 

regard to the railway ?--Yes, by means of a 

public meeting on the 26th of July 1872. 

1871. And also in private interviews, I think ? 
—Well, they came and asked my opinion. 

1872. What was ihe first step you took in 
order to give effect to this commission which you 
had received ?—The first step was to call a public 
meeting at the request of Don Carlos Gutierrez, 
and to take the chair at that meeting. 

1873. What was the date of that ?—26th of 
July 1872, a meeting held at the London Tavern. 

1874. And I think, as we say in the House, 
for greater certainty this was a written address 
which you delivered to them ?—Yes. If you 
will allow me, I will hand in a report in the 
« Bullionist”; it is in several papers, but this is 
a very good one (handing it in). My address 

was a written one, and [ read it to them in order 
to avoid mistakes. 

1875. At that time what knowledge had you 
of the state of the Honduras loans ?—I had very 
little knowledge indeed; I did not inquire into 
the state of the loans at all. 

1876. You are aware that from the time of 
that speech, I think to the present moment, 
nothing at all bas been paid ?—I am aware that 

nothing has been paid. 

# 1877. Then you knew nothing of the state of 

the loans at that time ?—No. I had better 
answer that question by just reading you a letter 
which I addressed to Don Carlos Guiterrez on 

the day previous to the meeting, which will show 

you at once my position in it. “ Honduras Go- 

‘yernment Financial Agency, 25th July 1872.” 

1878. What does “ Financial Agency ” mean? 

—It is the name that the office held in the City, 

._ by order of Don Carlos, { suppose. 

| 1879. It was Don Carlos Gutierrez’s office ?--- 
Yes, his own office. “ Your Excellency,—Al- 
though not in any way connected with the 
F 
‘ 


; 


financial arrangements of your Government, yet 
I think, looking at the position I hold as ‘special 
Commissioner,’ and to the probability that at the 
meeting to-morrow over which f shall preside, 
some bondholders may very naturally ask ques- 
tions in respect to the January coupon and 
drawing, will your Excellency be good enough 
to inform me exactly in respect to that matter. 
_ Yours truly, Bedford Pim. His Excellency 
~ Don Carlos Gutierrez, Minister Plenipotentiary 
of Honduras.” The answer to that was, “ Hon- 
 duras Legation, London, 25th July 1872. Dear 
_ - Sir,—I have the honour to acknowledge the 
receipt of your favour of to-day, asking for in- 
formation in regard to the January coupons and 
drawing, and in reply I have to say that as my 
Government has) hitherto faithfully discharged 
its obligations, it will no doubt spare no exertion 
to do the same in future. Looking to the civil 
-eommotion unhappily raging in Honduras, it is 
impossible for me to give a more precise reply. 
Yours faithfully, (signed) Carlos Gutverrez, 
_ Minister Plenipotentiary for Honduras. To 
Captain Bedford Pim, r.n., London.” 

1880. Then he did not assure you that they 
would pay the coupon and drawing, but only 
_ that they would use every exertion to do so ?— 
_ That is the reply which he gave to me. 

: 1881. Now will you allow me to read to you 
: 0.64, 
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Chairman—continued. 


afew words of your speech on the next day? 
* And now, gentlemen, I turn from the subject 
of self with the greatest gratification to give you, 
as I understand, a brief réswmé of the position of 
Honduras in this matter. Honduras having 
satisfied herself of the feasibility of a transit from 
ocean to ocean through her territory, proceeded 
to raise certain loans in Europe for the purpose 
of constructing the necessary works. Everyone 
present is, or ought to be, cognisant of that fact, 
but very few, I suspect, are at all aware of the 
pains, the labour, and the expense of raising 
loans based upon the completion of a great and 
glorious, but stili a most difficult work. The 
mere accepting 80 /. for every 1002., and paying 
10/7. per annum for the use of that 80 /., does not 
by any means cover the expenses, the contin- 
gencies, and the eventualities of such a trans- 
action; nevertheless, Honduras has acted, in 
spite of temptations, of wars, and of revolutions, 


with exemplary good faith in this matter; she 


has met every obligation to the hour, and she 
has done her very best, in spite of frightful diffi- 
culties, to push on the works, and I have no 
doubt whatever that she will meet her reward 
in the successful completion of the gigantic 
enterprise she has undertaken. Honduras has 
set her heart upon a transit across her territory, 
and, she has not hesitated to make great sacrifices 
to obtain that grand object. She has raised 
money at a high figure; she has actually mort- 
gagedall her State domains and mahogany forests; 
and, be it ever remembered, she has punctually 
met her obligations from that day to this. Is it 
not, therefore, very silly, to say the least of it, 
for the bondholders to allow the lying rumours, 
set afloat by the ‘bears,’ to frighten them into 
selling their stock at any price? I am given to 
understand that small fortunes have been made 
at the expense of the Honduras holders, by those 
who operated quickly; but others who have 
been too greedy have yet to close the account, 
and then we shall see some of those ‘ bears’ with 
severely burnt paws” ?—Yes. 

1882. Now I understand all that picture was 
based upon the letter of Don Carlos Gutierrez, 
which you have read to us?—-No, it was not 
based upon the letter of Don Carlos Gutierrez. 

1883. Upon what, then, was it based ?—It was 
based upon.general rumour, and long experience 
in Central America. I had been out theremany 
years. 

1884. But all the experience in the world in 


Central America could not tell you the state of, 


the finances of the Honduras Government ?— 
When a number of bondholders called upon me 
and asked me about their bonds, I must of neces- 
sity have some knowledge about them. 


1885. Of the bondholders, or of the bonds; ~ 


ae do you mean ?—I mean both, if you 
ike. 

1886. But why must you necessarily have 
knowledge because they called upon you?— 
Because they talked about it.’ Ofcourse I had 
nothing to do with the finances of Honduras. 

1887. That would give you a knowledge of 
what the people who came to you thought about 
it, but not a knowledge of the real state of 
things ?—No; I do not know that it would give 
me a knowledge of the real state of things; 7 
was never informed of the real state of things, 
and did not inquire. 

1888. I will read a little bit further: “ Many 

L 2 ' bondholders 
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bondholders seem to think that if the next cou- 
pon and drawing is provided for” (which it never 
was), “nothing more can be desired; but I 
venture to tell them, that although I have no 
earthly doubt that the next coupon and drawing 
will be provided, yet, that upon the completion 
of the railway depends the\consolidation and per- 
manency of their valuable investment.” On 
what authority do you say that you ‘‘have no 
earthly doubt that the next coupon and drawing 
will be provided” ?—Because I believed fully in 
the honour of Honduras, most thoroughly; and 
there is no doubt that if it had not been for the 
civil outbreak and the war in Honduras, they 
would have obtained the money. But that 
threw so much discredit on the country, that it 
was impossible to obtain any more funds. 

1889. You think the cause of the failure was 
that they were no longer able to borrow ; is that 
your view of the case?—Yes; I am quite sure 
that if they conld have obtained the money to 
pay that coupon, and had attempted to liquidate 
their debt, as I wished them to do, by giving free- 
hold land. in exchange for it, the whole five 
millions would now have been liquidated and the 
railway progressing. 

1890. You are aware that at this time Hon- 
duras was indebted in the sum of 5,369,000 7. 2— 
Yes, in round numbers, 

1891. Bearing 10 per cent. ?—Yes. 

1892. Bearing, therefore, aninterest of 536,000. 
per annum ?—Yes., 

1893. And you-were of opinion that the 
remedy for that state of things was to borrow 
more ?—To borrow sufficient to pay their dividend, 
and then to liquidate their debt by transferring 
the 5,300,000 /., or whatever the sum may be, in 
acres of land, to the bondholders, and I have 
reason to believe that the bondholders would 
have gladly taken it. 

1894, At1li. an acre, do you mean?—No, at 
the nominal amount*of their loan. They paid 
702. or 802. per bond of 1002, and therefore 
they would not have paid 17. an acre for the 
land. d 

1895. I should now like to call your attention 
to some evidence which has been given before 
this Committee: “I have a circular,” says the 
Witness Mr. Hyde Clarke, “signed ‘ Bedford 
Pim,’ dated ‘ Paris, 12th December 1872, pri- 
vate.’ ” Now I will read this circular; and this 
was some six months after the speech which we 
have just been speaking of. The Witness says, 
«Tt was a circular sent out, and marked private ; 
a printed circular ; and sent to some of the bond- 
holders ; it is, as I say, marked ‘ private,’ and 
dated ‘ Paris, 12th December 1872. Sir, it is 
with great pleasure I now inform you that final 
arrangements have been concluded, by which I 
believe that the Government of Honduras will 
be enabled to meet all its liabilities, and to bring 
the Interoceanic Railway to a speedy and suc- 
cessful completion. It has been my most anxious 
desire to justify the confidence reposed in me by 
the bondholders. I have given unremitting at- 
tention to their interests, and congratulate them 
on the present hopeful condition of affairs. At 
the same time I may mention that the financial 
arrangements now made will not in any way affect 
their vested rights, excepting beneficially. The 
details of this arrangement’ will be made public 
in afew days. Iam, sir, yours obediently, Bed- 
ford Pim, Captain, r.N., Special Commissioner of 
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Honduras.’ ” 


in Paris. 


1896. This does not speak of any Joan; I did 


not know that it was a loan ?—-It was; this was 
a loan in Paris, to be called the 1872 Loan, and 
it came to a most unhappy end, and resulted in 
my being thrown into prison for 46 hours. 

1897. It was a loan for 200,0002., was it not? 
—lI think it was a loan for 2,000,000. 

1898. In the evidence before me it is stated 
thus: “‘ Financial Agency of the Government. of 
Honduras; and it is emission of a loan of 5,000,000 
francs (or 200,000/.), interest at the rate of 10 
per cent., and it is repayable at Paris in 17 years, 
starting from 1874. Then it says that the gua- 
rantees are the general revenues ‘ dispanibles de 
?Etat;’ and then all the special lands situated 
‘along the Interoceanic Railway in construction, 
of which the first section is already made.’ I think 
that is all that is material. The issue price is 70 
francs for each 10 franes of rente?”—No, you are 
mistaken ; the loan was 200,000/. of rente. Here 
is the French one (handing it in), if you like to 
look at it; you will see that the 200,000/. would 
be the 10 per cent. upon 2,000,000 Z. 

1899. And that loan was stopped, as I under- 
stand, by some action of the police?—If you 
like I will give you the particulars of that. 

1900. If you please?—Mr. Herran, the 
Minister Plenipotentiary of Honduras, in Paris, 
and Mr. Pelletier, his son-in-law, through the 
bankers, Messrs. Dreyfus, Scheyer & Company, 
said that they would not agree to the loan being 
launched, unless I took care that they had, the 
one 40,0002. and the other 16,0007. That is a 
sort of thing that English sailors are not much 
accustomed to, and I am afraid that I used very 
strong language about it; but the result was 
that these two gentlemen in their official capacity 
applied to the French Government, and Paris at 
that time being in a state of siege, the French 
Government signed an order for my arrest, and 
I was arrested upon that order, and put in prison 
for 46 hours. 

1901. The loan fell through ?—It instantly 
failed, of course. 

1902. At that time you were cognisant of the 
failure of the loan for 15,000,000 7. in England? 
—That took place before I had anything to do 
with Honduras; the loan was out before I had 
anything to do with Honduras. I knew ail 
about it, of course. 

1903. And you were of opinion that adding 
two millions to the indebtedness of Honduras, at 
the rate of 10 per cent., and on these terms, which 
are rather less favourable, I think, than the others, 
‘would have been a method by which all the diffi- 
culties of the State could have been remedied ? 


—Most decidedly; for I had sent out two — 


engineers to examine the country thoroughly, 
both of them having considerable experience in 
Central America, and they reported to me that 
the country was by far the richest of the whole 
of the five American States, and that its products 
could well pay a very much larger indebtedness 
than the indebtedness which would have been 
then upon the State. . 

1904. Which would have been a sum of about 
750,000 1. a year ?—Yes. 

1905. We have had the evidence of Mr. 
McKewan before us, the manager of the London 
and County Bank, and there appears to have 


Now were those details ever made _ 
known ?—The loan came to a most miserable end 


been ae | 


Chairman—continued. 
been acheque drawn in your favour for 102,000 l. 


Can you explain that ?—I have not the slightest 
-yemembrance of any cheque drawn in my favour 


at all; but it is probable that Mr. McKewan 
meant the transfer of the funds remaining then 
in the hands of the old trustees into the hands of 
the new ones, namely Messrs. Pim, Kerferd, and 


- Haslewood. 


rf 
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1906. This is what Mr. McKewan says: he 
has enumerated a number of cheques in different 
accounts of persons who appear to be trustees in 
this matter. “The payments to Mr. Lefevre 
during the whole course of the account were 
640,665/.; to Mr. Gutierrez 85,914/. ; to Waring 
31,254/.; to Brunless 6,675/. 5 to Pim 101,025/. ; to 
Freshfields 1,854/., and then in 1873 the final 
cheque is 3,852 l. to Gutierrez and Pim.” Then 
the next question is, “I suppose this is Captain 
Bedford Pim?” to which the Witness answers 
«] do not know; I only know it as we find the 
name in our ledger.” You can give us no in- 
formation about it?—I can give you noinforma- 
tion about that cheque. | never received one 
single penny beyond my stipend, nor did I ever 
dabble in the bonds, good, bad, or indifferent ; I 
had nothing at all to do with the finances of 
Honduras. 


Sir Henry James. 


1907. I believe you are a member of the Bar 

as well as a naval captain?—lIs that relevant? 
1908. I think so?—Then I am proud to say 

I am. 

1909. You do not think it a disgrace ?—I think 
it is an honour, if you want to know. 

1910. Then we will bear it together. Was your 
appointment in writing as financial agent ?-—Yes. 

1911. Will you allow me to see it ?—I can only 


ive you a copy, because the original is in the 
uf g 


possession of the police in Paris; in fact, Ihave 
not been free from litigation in France ever 
since (the copy was handed to Sir Henry Jumes). 

1912. “ London, 23rd: May 1872. In virtue 
of the powers conferred upon me by the Honduras 
Government, of which you have a full know- 
ledge, [hereby appoint you, Bedford Pim, Esq., 
Captain in the British Royal Navy, Special Com- 
missioner of Honduras, with powers to act and 
represent my Government in all financial matters 
in Europe. ‘his appointment is made by me as 
Minister Plenipotentiary, and solely as acting in 
the name and on behalf of the Government of the 
Republic, and in virtue of the above-mentioned 
powers conferred upon me as Minister Plenipo- 
tentiary. (Signed) Carlos Gutierrez” ?—That is 
only a copy. 

1913. I presume, in justice to yourself, you of 


f . . . - . . 
course took pains to inquire into the financial 


position of Honduras at this time ?—-No, I did 


not the least bit; it was no business of mine at 


all; my business was simply the railway. 

1914, You are made here financial agent to 
represent the Honduras Government “in all 
financial matters in Europe”? — That word 
“ financial” was put in by some mistake; I can- 


- not account for it in the least; and in proof that 


I cannot account for it, there is my letter which 
I read to the Committee at the commencement 
of my evidence, showing that I never thought 
J was in any way connected with them financially. 
Not that it matters. 

1915-16. On this very day, the 23rd of May 
1872, there appeared the Ship Railway scheme for 
iy 84. 
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15,000,000 7. nominal; was that scheme issued 
with your knowledge and consent ?—No, not in 
the remotest degree. 

1917. Were you aware of its being issued ?— 
ies 

1918. Did you speak to Gutierrez ?—Well, 
yes I did. 

1918, I suppose as financial agent of the Hon- 
duras Government, 12 millions of money at your 
disposal ?’—Would not have come near me; 
J should have had nothing to do with it; should 
not have touched it. ; 

1919. Do you mean that, being appointed 
“ Special Commissioner of Honduras, with powers 
to act and represent my Government in all finan- 
cial matters in Europe,” that 12, millions. of 
money, if raised, would not have come near you? 
—JI should have taken the greatest possible pre- 
caution that not one dollar of it came near my 
hands. 

1920. Why ?—Because I do not profess to be 
a financier at all. I went into this matter be- 
cause I had devoted 15 years of my life to the 
question of transit through Central’ America. I 
saw the enormous importance of it, and had spent 
thousands of my money in the interests of my 
own country ; and when Don Carlos Gutierrez 
came to me to help what I knew to be a good 
scheme, I did so. 

1921. Why would none of those 12 millions 
have come into your hands ?—It. would have 
nothing tu de witn me. 

1922. As-financial agent, it would have been 
your duty to look alter loans, would it not ?—If 
it had been my duty to see that it was properly 
applied to the railroad, I trust that I should have 
done my duty in the matter; but I do not be- 
lieve it was. 

1923. Did you regard the 15,000,000/. loan 
scheme as a feasible scheme ?—In these days of 
engineering skill it is hard to say that it is not. 
J am not at all prepared to say that you could 
not take ships across. 


1924. You have sailed on board ships often ;. 


you have never seen them on a railway, I pre- 
sume ?—-I have seen them raised out of the water 
in 20 minutes. 

1925. Did you regard that as a feasible scheme? 
—I told Don Carlos Gutierrez that, in my 
opinion, it would be better to cut a shallow canal 
through. 

1926. Did you regard that ship railway as a 
feasible scheme or not?—Yes; such names as 
those of Mr. Brunlees and Mr. Woods attached 
to it were quite sufficient for me. 

1927. Did the statement catch your attention, 
as a nautical man, that 16,000,000 tons annually 
of British shipping went round Cape Horn ?~- 
I do not think it did. 


1928. Did you see that statement ?—-I may 


have read it, but I had nothing to do with bring- 
ing out that loan. 
1929. I merely ask whether you believed the 


statements in that document ?—I never looked at 


the figures, as far as I know. 

1930. Did you ever mention to Gutierrez the 
subject of that loan ?—In private conversation I 
have told him that I thought it would be better 


to carry the ships through on a canal; but be- 


yond that, nothing. 

1931. Was your attention called to the article 
16 in the “ Economist,” exposing the falseness of 
the statements ?7—No. 


L3 1932. Or 
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1932. Or to the article in the “ Times” ?— 
—No. arr 
1933. You knew of its withdrawal on the 25th 
of May ?—Yes, Don Carlos Gutierrez told me. 
1934. Did you ask him why it was withdrawn? 
No. ; 
1935. Of course, as financial agent, it was no 
business of yours ’—Well, gentlemen at the Bar 


‘may use that document appointing me in that 


way; but I, as-a sailor, tell you I had no idea of 
being financial agent. \ 

1936. I am not a sailor, but now I am all at 
sea. I read here, ‘I hereby appoint you, Bedford 
Pim, Esq., Captain in the British Royal Navy, 
Special Commissioner of Honduras, with powers to 
act and represent my Government in all financial 
matters in Kurope”?—I am. quite prepared to 
take the responsibility, because I ought at once 
to have had that cut out, but it never struck 
me. I never thought of being financial agent for 
amoment; I fully admit that I ought to have read 
the appointment most carefully, and objected to 
it at the time; but as a proof that I am quite 
correct in) what I say, the letter which I have 
read to the Chairman, written the day before the 
meeting on the 25th of July, just two months 
after that appointment, clearly shows that it was 
not in my mind. 

1937. That letter of the 25th of July was 
written the day before the meeting of the 26th? 
—Yes. 

1938. Have you ever been-in Honduras ?— 
No, never. 

1939. Your experience of Honduras is nil ?— 
It is nil. 

1940. What was the revenue of Honduras at 
this time in 1872?—I suppose it was perhaps 
100,000 7. a year; it is difficult to say. 

1941. I suppose you never inquired as to that? 
—No;I sent out engineers to inquire as to the 


“exact nature of the road; and as to the finances 


I did not inquire. 

1942. You say in your speech of the 26th of 
July, “ Honduras has met every obligation to 
the hour ;” what did you mean by that ?—I was 
perfectly certain that, every, dividend had been 
paid. = j 
: 1943. But out of what; from Honduras ?—I 
do not know about whether it is from’ Honduras, 
or not. If you wish to know my opinion of 
where it came from, I should say that very likely 
it came from the loan itself. 

1944. Had you that opinion when you wrote 
out your speech to deliver on the 26th of July 
1872 ?-—I have no doubt I had. 

1945. Then I will ask you now, asa sailor, did 
you think it quite right to say, “‘ Nevertheless, 
Honduras has acted, in spite of temptations of 
wars and of revolutions, with exemplary good 
faith in this matter; she has met every obliga- 
tion to the hour.” Did you have it in your mind, 
when you wrote those words, that in meeting her 
obligations she had paid it out of the loan lent 
by the English public ?—No, I do not know that 
I did; but if I had had. it in my mind, I should 
have used exactly the same words. 

1946. Do you really mean that if a loan which 
is contracted to make a railway is used to pay 
dividends, you would call that a country which 
has borrowed, meeting its obligations to the very 
hour ?—Yes, because the loan was altogether ex- 
ceptional. It was based upon the railroad en- 
tirely ; quite different from other loans. I have 


Have you any account of the dates of monies 


Sir Henry James—continued. 
heard Mr. Waring tell this Committee to-day — 
that he believes it would pay, and Mr. McCand-— 
lish knows it would pay as well as I do; but, 
unfortunately, during the course of construction, — 
as is the custom in the Central American States, 
there was revolution after revolution, and no end | 
of killing and slaying one another ; and of course, 
if they could not put the railroad through upon 
which they had to obtain the dividend, they had, - 
in common honesty, I iake it, to pay it out of the ~ 
capital which they had borrowed. | 

1947. Why did you not tell the meeting, when » ' 
you said that Honduras was “meeting every | 
obligation to the hour,” you meant that the bond- _ 
holders were receiving their own money. back ?— 

I did not think anything about it at all. 

1948. Let me read another sentence: “ She 
has raised money at a high figure; she has ac- 
tually mortgaged all her State domains and ma- 
hogany forests ; and, be it ever remembered, she 
has punctually met her obligations from that day 
to this” ?—-And so she had. 

1949. Did you mean that she had met them 
out of the loan which she had borrowed ?—I did 
not mean anything at all about it; I meant that 
she had paid her dividends. © 3 

1950. Out of what?—It was a matter of per- ~ 
fect indifference to me out of what she had paid 
her dividends. 

1951. You say it was indifferent to you. Did  ~ 
you know at that time when you say it was in- 
ditferent to you (I am using yeur own words), 
that you were addressing these classes of people; 
“and many gentlemen, [am told,have embarked 
their little all, the savings of years of toil and © 
industry,” in these loans; did you know you * 
were addressing those very bondholders at that — 
moment ?—I believe there were several of them | 
present; undoubtedly there were, and when I 
accepted the appointment from Don Carlos 
Gutierrez it was with a ‘special understanding | 
clearly and distinctly come to, that Iwas to do 
my best in the interest of the bondholders. And 
T will defy any bondholder to say that he ever 
came to me and was not told the whole condition, 
so far as I knew it, of Honduras, as frankly as I 
am telling you now. 

1952. My question to you was, if you will for- 
give me, when you told these persons who 
had invested “their little all, the savings of years 
of toil and industry,” that Honduras had met all 
her obligations, did you know that she had met 
them out of a loan which those persons had lent 
to that State ?—I did not know that, but I should 
have said the same exactly if I had ‘known it. 

1953. Then I will ask you,no more as to that. 


that you have received; various amounts have 
been given to us, and 101,025 /. Mr. McKewan 
says has been paid to you?—No. The trust 
accounts with Don Carlos Gutierrez, having been __ 
wound up more than a year ago, will, no doubt, — 
be placed at your disposal by Don Carlos, 
Gutierrez. 

1954. Ido not know that; I want to know 
have you any accounts ?—No, none whatever. I 
did not manage the accounts. 

1955. Were you a trustee ?—Yes. 

1956. For whom ?—For the Government of 
Honduras. * 

1957. Did you see to the application of th 
money as trustee ?—Not a penny was spent, ex- 
cept by order of Don Carlos Gutierrez. ee | 
1958. But 
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+1958. But as trustee, did you not see what be- 
came of the sum of 101,0002. whith you received? 
I will tell you at once, that 70,000 /. odd was 
spent as the dividend then due on the 1869 
rench Loan. 

1959. What date was that?—It must haye 
been, I suppose, in September of 1872; I should 
think so. | 

1960, Do I understand you that you allowed 
the money that had been lent by these English 
 bondhclders to complete the railway, to go to pay 
the dividend on the French loan of 1869 ?—Why 
not; I had simply to obey the instructions of 
Don Carlos Gutierrez in the management »f 
moneys which belonged to his Government, and 
not to me. 

a 1961. You have used the term “ Railway 
@ Trustee” ?—“ Railway Trustee”; I have never 
_ used the words. — 

x 1962. But when you were a trustee, may 1 ask 
you did you understand that you were a trustee 
_ fer paying the interest on the French loan ?—I 
was a trustee to pay moneys out of a trust fund 
created by Don Carlos Gutierrez, belonging to 
his Government, in such manner as he directed. 

1963. Had you ever seen the prospectuses of 
the loan?—No; 1 do not think I had ever read 
them at that time. 

. 1964. You did not know on what terms the 
_ bondholders had advanced their money ?—-No, I 
did not trouble myself about the financial matters 
of Honduras at all; my sincere object was to 
endeayour to put the railway through. No man, 
T should think, has less information about those 
loans than | have. 
sof 1965. You do yourself injustice when you say 
. you did not trouble yourself about the financial 
matters of Honduras; why did you let this 
40,000 1. go to France ?—Because I was ordered 
by Don Carlos Gutierrez to do so; I and the 
other trustees, I mean. 

1966. Were you willing to obey his orders 

then, whatever they were ?—No. 

1967. How do you justify paying the interest 
of the French loan out of revenue coming from 
the English bondholders ?—Because the French 
dividend accrued before the English loan. 

1968. Had they no money in Paris to meet 

that loan ?—I do not know. 

1969. Did you not inquire before they paid it? 
—Not a bit; I did exactly what Don Carlos 
Gutierrez told me, and with the concurrence of 
my co-trustees. ; 

1970. Did you inquire whether any portion of 
the French loan had ever been applied 
railway ?—No. 

1971. You made no inquiry why that amount 
of money you have named should go to France ? 
_ —Not the slightest. 
| ___.1972. I suppose you did not care ?—I was 
_ silly enough, as it has turned out since, to take 
service under a weak Government, and I have 
suffered for it. 
a 1973. Do you mean Don Carlos Gutierrez, 
__when you say “a weak Government” ?—No, I do 
“not think him a weak man; I think him a strong 
man. -_. 
_- 1974, And an honest man ?—I think so.. He 
j had to meet the obligations of his Government 
- as they became due, and the French coupon be- 
came due, and I do not think he was at all to 
blame for what he did. — 
1975. Although the prospectus stated that it 
0,64, 
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was to be applied to the railway ?—It could not 
be applied to the railway, because it was in the 
hands of the rebels. 

1976. Do you not think it would have been 
honester then to keep it till the rebellion was 
over ?—It fell due for the French bondholders, 
who were entitled to their money, if money was 
in hand. 

1977. Can you give the Committee any infor- 
mation as to what has become of that loan of 
2,000,000/. in Paris, the 1869 loan, of which you 
agreed to pay the interest?—I have not got the 
faintest idea. 

1978. You never inquired into it?—No; why 
should I? 

1979. Because you paid the interest upon it? 
—I paid the interest upon it by the order of the 
Minister who started it. 

1980. Who asked you to go to Paris to raise 
the 2,000,0002. loan ?—Don Carlos. 

1981. Before you went, did you inquire what 
had become of the capital that had been lent 
under the previous loans ?—No. 

1982. Did you know whether there was money 
to meet the dividend becoming due on the 
Ist of January 1873?—I knew that there. was 
not. 

1983. Then you knew, I suppose, that it had 
been spent ?—Of course. 

1984. Did you know how it had been spent? 
—No; and I never inquired the least bit in the 
world. 

1985. And for all you know it may have been 
misappropriated ?—I do not believe it could have 
been, from what I have seen of the people I was 
brought in contact with. 

1986. Did you know how much was paid to 
the railway ?—No. 

1987. Did you know what per-centage had 
gone to coupons, and what had gone to the rail- 
way ?—No. 

1988. Never had any idea ?—No. 

1989. I will read now from a report of your 
speech in January 1873 ?—That is after I came 
back from Paris, 

1990. But you say now you never had any 
idea what had gone to the railway ?—You asked 
me whether, when I went over to Paris, I had 
any idea, and I said I had not. 

1991. Do you know now what per-centage 
went for the railway, and what for coupons 
as interest ?—At that time I did not, but I do 
now. 

1992. Where did you obtain that knowledge ? 
—From the report of a ‘committee appointed by 
the bondholders to inquire into it. 

1993. What was the date of that ?—March 
1873. 


1994. Was that the first time you knew of it ? - 


—Yes. 

1995. You did not know at the date of the 
meeting in January 1873 ?—Not the particular 
items, certainly not. vs 

1996. Did you know the result ?—I knew 
that the whole thing was in a terrible mess. 

1997. Did you. know the amount that had 
been applied to interest or coupons, and the 
amount that had been applied to the railway ? 
—I might have had a general knowledge of 
that ; but I do not remember whether I had or 
not._ ‘ 

1998. This is what you said: “I firmly believe 
that every penny of the indebtedness of Hon- 

L4 duras 
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duras will be discharged if only time is given, 
and if I did not so believe, I would not retain 
the appointment of Special Commissioner for one 
single moment; and here I feel it my duty to 
you, in proof of what I have just said, to inform 
you that all the loans. have been raised for 
the sole purpose of building the Interoceanic 
Railway” ?—Yes, that is what I did firmly be- 
lieve. 

1999. And did you include in that the pay- 
ment of the past loans?—AlIl the loans; I° said 
“all.” Well, all the loans were raised for the 
purpose of building the Interoceanic Railway. 

2000. “ Ail the loans,” includes the 1870 
Loan ?—Yes, all the loans which previous to my 
having to have anything to do with Honduras 
were raised. 

2001. Did you know at that time that of that 
loan of 2,000,000 l. only 70,000 l. had been ap- 
plied to the railway ?—No, I did not. 

2002. Did you know that the proceeds of the 
1870 Loan had been applied to the payment of 
the interest on the 1867 Loan?—No, I did not 
know that. 

2003. You did not know one way or the other ? 
—J did not trouble about it. 

2004. But you knew that some of it had been 
applied to the payment of interest on the 1869 
Loan ?—I might have known it; my own com- 
mon sense would have told me that if nothing 
came from the country, the Government, to meet 
their obligations, must draw upon funds in their 
hands. 

2005. And knowing that, you state that “ the 
loans have been raised for the sole purpose of 
building the Interoceanic Railway” ?—Yes, dis- 
tinctly they were raised for that purpose. 

2006. “ And that so far as I can understand 
figures, the Government of Honduras positively 
have used only the very smallest per-centage of 
those loans for any other purpose but the railway 
from 1867 to the present day, a period of five 
years” ?—I firmly believe that the Government 
of Honduras have used but the very smallest per- 
centage for any other purpose; at this moment 
I believe that. : 

2007. What do you mean by “ for the purposes 
of the railway ”?—For the building the rail- 
way; and the railway could not be built, simply 
because one month it was in the hands of the 
Revolutionists, another month in the hands of 
the Government, and another month, in the 
hands of the enemy. There has been constant 


- revolution in Honduras; it is their misfortune. 


2008. When you use those words (and others 
must judge), I suppose you did know that a very 
great portion of these loans had gone to pay: 
back interest and coupons ?—My own common 
sense would teach me so, undoubtedly. 

2009. And you knew it?—And I knew it. 

2010. And of course you thought that a right 
proceeding ?—I do not see what else they could 
have done; it was no business of mine either. 

2011. To complete your sentence, let me read 
a little further: “ If anyone wants a better proof 
of the singleness of purpose and honesty of the 
Honduras Government, I can only say he is very 
unreasonable.” If they had applied it to the 
purposes of paying coupons and back interest, 
what proof was that of the honesty and singleness 
of purpose of the Honduras Government ?—It 
was a proof that they were most desirous of meet- 


ing their obligations, and that they were unable. 
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of their country. 


the capital they have received?—I am afraid 
that if you went into almost any loan, you would 
find that arrangements of that sort were made, 
from all I can gather. 

2013. You went over to get out this December 
1872 loan in Paris, and you issued the circular 
which has been referred to ?—Yes. at 

2014. Was there any other means of paying 
at that time the interest due upon these previous © 
loans except the course which yeu took ?—I do 
not think, after the most careful consideration, 
that there was any other means. 

2015. They had got no more money to pay 
the interest ?—No; but they had most valuable 
lands, which, according to my advice, they could 
at once have extinguished their debt by. 

2016. On the 12th December you write thus, 
in Paris, “ Privdte.—It is with great pleasure I 
now inform you that final arrangements have been 
concluded, by which I believe that the Govern- 
ment of Honduras will be enabled'to meet-all its 
liabilities.” When you used the words “ final 
arrangements have been concluded,” of course 
you used them in every sense as being true, I 
presume ?— Yes. 

2017. What “ final arrangements were con- 
cluded” ?—The arrangements were concluded by 
the contractor of the loan with Messrs. Dreyfus, 
Scheyer, & Co.,.as bankers in Paris, to bring | 
out the Joan at the financial agency. 

2018. Who were the contractors of the loan ?— 
Mr. Kerferd, of Jiverpool. 

2019. “It is with great pleasure I now inform 


you that final arrangements have been con- — 


cluded.” What were those ?— Arrangements 
were made for bringing out the loan at the 
financial agency of Honduras in Paris. 

2020. But supposing it failed, as it did, you 
would not be able to get it?—Nobody dreamt 
it had failed. Who would dream that the Minister 
Plenopitentiary -of Honduras in Paris, and his 
son-in-law, the Consul-general, would attempt to 
come to an English gentleman and make such 
stipulations as they did, for me to pay 40,000 /. to 
the one, and 16,000 /. to the other, and that they 
would go (I will leave it to the Committee to 
judge the nature of such men) and inform the 


French Government that I was not the Special - | 
Commissioner of- Honduras, although they knew © 
perfectly well that I was; and the consequence, | 
was that I was thrown into prison, and the loan _ 


came to nothing, of course. ; 

2021. But suppose that the Paris public did 
rot go on lending money to this insolvent Govern- 
ment ?—But the people on the Continent thought 
much more highly of Honduras than the English 
people, because they wanted to raise an emigra- 
tion scheme, which I have always had at my 
heart, to send out people there to take possession 
of the land. . 

2022. You were quite sure that if you brought 


believe we should have got every penny of the 


money, and the’dividend would-have been paid: | 


and then I had every confidence in the good 


faith of Honduras that they would assign a — 
number of acres of land in freehold to the bond- | 


holders. 
2023. Have you ever had any contract for that 


to carry out the railway owing to the misfortunes | A 
2012. What do you mean by their desire to 4 


meet their obligations when they pay it out of © 


it out in Paris you would get the money ?—I | 


pledging — 


SSS Se 


we 


_ many safeguards, 


- to Paris; 


+ Sir Henry James—continued. 


ledging of the land 2—Yes, there is a concession ; 
ut when Dr. Bernhard, the Commissioner from 
Honduras, came over, he hedged it round with so 
as he thought, that it was made 
the basis of a company, and that company had 
done nothing with it because it was not in free- 
hold. 

9024. What is that concession?—The Hon- 
duras Interoceanic Railway Company. 

2025. To pay the bondholders with it ?—I do 
not know whether they are to pay the bond- 
holders with it; I have never had anything to 
do with the company; you can find that out from 
them. 

2026. You have spoken of a concession to the 
bondholders? —That was my advice to the Go- 
yvernment of Honduras. 

2027. Are you answerable for the French 
prospectus ?—Don Carlos Gutierrez could not go 
he was in Brussels at the time, and he 
told me to put my name to-it, and I did. 

2028. Are you answerable for the prospectus? 
—Yes, as special commissioner, not as financial 


- commissioner. 


2029. Including the issuing of this loan, which 
is a financial matter?—No; the contract was 
given for the loan to Mr. Kerferd. 

2030. But when you issued this prospectus to 
the public, as special commissioner to Honduras, 


_ did you wish the French public to believe that 


you had authority to issue that loan ?—I had au- 

thority to issue that, and the French Govern- 
ment, according to their law, entirely approved 
of it. 

9031, And that was a financial operation, was 
it not?—No; I do not know that it was. I was 
ordered to sign it. Not a single bond would ever 
have come near me. 

2032. A great many bondholders came near 
you, did they not ?—They did indeed, and I am 
very sorry for them. 

9033. Did you ever advise them not to sell 
their bonds below 80 1.?—No, not below 80/., 
certainly ; but I told them not to throw away 
their bonds, and I would tell them so again now, 
because there was a dead-set made, upon it; and 
T believe now if they stick to their bonds they 


- will get their money for them. 


*~ 0,64, 


2034. Take that report in your hand, please, 
and tell me whether you were a patty to issuing 
that report; that is the report of March 1873 
(handing the same to the Witness)?—No, I was 
not. J was on the committee myself. Mr. 
Kerferd and Mr. Haselwood also were on the 
committee. We -were three trustees of the 

Honduras Loan; but the chairman intimated to 
us that being interested for Honduras, it was 
rather invidious our being on the committee, and 

_ we therefore resigned. 

2035. Did you see that report when it came 
out ?—Yes; I have always been most friendly 
to Honduras, and am at this moment, and would 
do anything I could for it. 

2036. When you saw this report come out did 


you read it ?—Yes. 


2037. Did you believe it to be true or not?— 


~ [ think it is true. 


2038. It appears in the “Money Market 
Review ” of the 5th April 1873?—Yes. 

2039. It says, ‘* Large portions of the money 

have been expended under the authority of the 

_ Government for the purpose, as explained to the 

committee, of ‘ maintaining its credit’; did you 
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know what that meant ?—I know what it mean$ 
perfectly well. 

2040. What does it mean?—It means buying 
the bonds in the market and keeping up the 
price of them. 

2041. Did you know that when you made 
your speech in January 1873 ?—No, [ had not 
the least idea of it. 

2042. Youj,had learnt it, between those two 
dates ?—Yes. 

2043. Did anyone tell you that only a small 
per-centage had been used, except for the pur- 
poses of the railway ?—Yes. 

2044. Who ~told you that?— Don Carlos 
Gutierrez told me so. 

2045. “ In the year 1867 a loan for 1,000,000 2. 
was issued at the net price of 731. 11s. 103d., 
making 735,937 /. 10s. In the year 1870 a loan 
for 2,500,000 7. was issued at the price of 801.” 
did you regard those figures as being correct and 
true ?—I never thought there was any doubt 
about them., 

2046. You knew at this time that “ The Sink- 

ing Funds and interest amounted to 1,246,800.” ? 
—Yes, so it is stated here. 
~ 2047. Did you know at that time that two 
millions had been raised in Paris ?—No; we 
could never get hold of the statement at all. I 
must tell you that the committee could never get 
hold of any statement at all from Messrs. Herran 
& Pelletier, although they sent over one of the 
committee to try and find out. 

2048. You had been a party to paying half 
yearly interest on the French loan ?—Yes.  - 

2049. Did you never inquire what had become 
of that French loan ?—I was ordered, and, as one 
of the three trustees, I was perfectly powerless 
in the matter to pay the 70,000 /. 


Mr. Kirkman Hodgson. 


2050. Is there now a company existing, called 
the Interoceanic Railway Company ?-— Yes. 

2051. Have you anything to do with that ?— 
Nothing whatever. 


Sir Henry James. 


2052. In the spring of 1873, we have it that 
a sum of 3,000 2. odd was paid to you and Sefior 
Don Carlos Gutierrez ; that was after all suspen- 
sion of payment of the loan; what has become 
of that ?—No cheque was ever drawn for me to 
that amount; it was the remainder of the money 
in the hands of the trustees, and when the special 
commissioner came over from Honduras by order 
of his Government, the trust was terminated and 
the money paid over to Don Carlos Gutierrez 
and himself, and that was the balance. 

2053. And you do not know what has become 
of that ?—I have not the faintest idea; not a 
single sixpence has ever come through my hands ; 
I have confined myself to the railway. 


Mr. Kirkman Hodgson. 


2054. You are cognisant of this report pub- 
lished in April 1873 ?—Yes. 

2055. You observe this, as to the sum of money 
raised: “In the year 1867, a loan of 1,000,000 4. 
was issued at the net price of 73/. lls. 103d., 
producing 735,937 7. 10s.; in the year 1870, a 
loan for 2,500,0002, was issued at the price of 
80 1., producing 2,000,000 /.”; the whole of which 
amounted to 2,735,937 /. 10s. That was the sum 
of money which the English public’ had paid to 

M Honduras 
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Honduras for the purpose of building these two 
railways ?—Yes. 

2056. But out of that sum, it appears that over 
562,800 7. had been appropriated to making the 
railway ?—Yes. 

2057. And therefore that left about 2,200,000, 
which have been appropriated in a way not con- 
templated when those loans were issued ?—No, 
1,700,000 7. 

2058. There was 2,735,937 U. 10s. raised ; there 
was spent on the railway for engineering and 
works 562,800/. at that time ?—Yes. 

2059. The whole of that money was raised pro- 
fessedly for the purpose of building the railway. 
In April 1873, 562,8007. had been spent upon 
the railway, and the rest of the money had 
vanished ?—#. 721,397 /. 10s. is the balance that 
was unaccounted for. 

2060. As far as the railway goes, for which 
these loans were specially raised, on!y 562,800 /. 
had been spent on it ?—Yes. 

2061. Then the sinking funds and interest had 
amounted to 1,246,800/.; then come a variety 
of small charges, and then the large sum of 
721,397 1. 10s., which was spent, it appears, in 
commissions on the loans, and (a most mysterious 
term) “maintaining the credit” of the Govern- 
ment ?—We could not find that out; we did not 
know how that 721,397 2. 10s. had been used at 
all; I was only a short time on the committee 
when this was being discussed, because it was 
intimated to me at once and to my two col- 
leagues, that being trustees exclusively of the 
Government, we were not exactly in our place at 
that committee, which was for the bondholders, 
and therefore it was thought better that we 
should resign; and we resigned immediately. 

2062. Still these facts are generally known? 
—Yes. 

2063. Do not you think that. Don Carlos 
Gutierrez knows very well what has become of 
that 721,397 /. 10s.?—Well, all my communi- 
cations wtth Don Carlos Gutierrez and the 
gentlemen who have been connected with these 
loans have been, it is true, entirely upon transit 
matters; but I have always found them as 
straightforward and honourable as any men I 
ever met. 

2064. And, looking to this account which you 
believe to be, generally speaking, true, are you 
still of opinion that Don Carlos Gutierrez is a 
straightforward and honourable man?—I am 
distinctly of opinion so. You must take into 


’ consideration the enormous difficulties that Hon- 


duras has had to deal with in one foreign war 
and two revolutions. 


Mr. Edward Stanhope. 


2065. There is one thing I should like to have 
a little explanation of; in the prospectus of 
1872, issued in Paris, to which you put your 
name, I find this, “ Une affectation spéciale de 
terrains situés le long du chemin de fer inter- 
océanique en construction.” Is that in existence ? 
—The whole of that loan has miserably failed, 
and the loan having failed, the basis on which it 
was attempted to be floated is entirely gone. 


2066. In this prospectus, which you signed, 
there was a statement that there was “ une 
affectation spéciale;” had you seen any deed to 
that effect?—It was a general bond lodged at the 
Bank of England. 
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2067. Had you seen any deed relating to ‘une 
affectation spéciale de terrains” ?—No. 

2068. How came you to say that in the pro- 
spectus ?—The prospectus was drawn up by the 
bankers, not by me; unfortunately, I am not a 
Frenchman; I do not speak French well. 

2069. You know what “ affectation spéciale” 
means ?—Yes; I thoroughly believed that every- 
thing put into that prospectus was correct, and I 
did what I was ordered. 


Mr. Watkin Williams. 


2070. You said that you sent outtwo engineers ~ 


to Honduras to report to you; when was that ?— 
It was almost immediately after the meeting of 
July 1872; as far as my memory goes, arrange- 
ments were made with them in August, immedi- 
ately after the meeting, and one engineer sailed 


on the 17th of October, and the other engineer | 


sailed on the 17th of November ; because it was 
necessary for them to delay 
so as to obtain the dry season. 

2071. Who were they ?—They were Messrs. 
Brooks.and Aberga. Mr. Brooks had just been 
out in the country, and been over it a good deal, 
and is a well known and responsible man. Mr. 
Aberga had just come back from making a run- 
ning survey for me in Guatemala. 

2072. Who sent them out?—I did. 

2073. Did they make a report to you /—They 
made a report, and a very full report; here it is 
(producing it). I have brought down a map for 
the Committee, made by them (exhibiting it). 

2074. How long were they out there ?—I think 
seven or eight months. 1 do not exactly re- 
member the date of their return. 

2075. Can you tell me, not exactly, of course, 
but about the total amount of cash that you have 
received yourself in connection with these Hon- 
duras affairs ?—Do you mean for my own stipend 
personally ? 

2076. How much you have received altogether, 
I ask?—Do you mean personally for my own 
payment, in absolute payment of my services; or 
do you mean money passing through my hands? 

2077. How much money have you received in 
cash ?—Do you mean for me personally, or under. 
the trust ? 

2078. My question is, how much cash have 
you received ?—Personally, about 4,000/. 

“4 2079. Did you receive monies beyond that ?— 

0. 


exceeding that ?—£. 101,025 have passed through 
my hands, or rather, not through my hands alone, 
but through the hands of myself and my two col- 
leagues, Mr. Haslewood and Mr. Kerferd. 

2081. Did you make any .arrangement with 
Gutierrez for remuneration when you went to 
Paris ?—No; nota bit. The arrangements had 
been made long, long before. I was regularly 
retained and paid by the Honduras Government. 

2082. No further or special remuneration was 
received by you ?—No. 

Mr. Ellice. 

2083. You have repudiated all notion of your 
being concerned in the financial affairs of this 
country ?—Yes, 


2084. Now I think it is fair that you should — 


have your attention drawn to an extract from a 


letter to the Government of Honduras, which — 


has been printed in this statement which I hold 
in my hand, and which emanates from the Hon- 


dnras . 
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\ 
us | 


going to Honduras 


2080. Have monies passed through your hands 
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duras agency. It is this: “ After the unfortunate 
result of the attempts made in London to raise a 
- Joan for the formation of a ship railway, and the 
completion of the Interoceanic line in course of 
‘construction, the bondholders in this country 
began to get uneasy, and to manifest their 
Sper cansion that the Supreme Government of 

onduras would be unable to make good its pro- 
mises, or to carry out its intentions successfully 
toan end; anda thousand doubts were expressed 
of the probable ability of the said Supreme 
Government to face its engagements, or to pay 
the dividends which would fall due at the end of 
the year. In order to re-assure these bond- 
holders, it was deemed indispensable that a 
general meeting of Honduras bondholders should 
be convened, and such explanations as appeared 
advisable offered to them, as the only means of 
preserving the credit and reputation of the Hon- 
- duras Government. ‘I'o carry this into effect, a 
man of mark and high social’ position was re- 
quired; one whose reputation was sufficiently 
recognised to enable him to preside at the meet- 
ing. It was extremely difficult to find a person 
who at the same time possessed the requisite 
ability and fulfilled the other indispensable con- 
ditions, and who would undertake so thankless 
and onerous an office. His Excellency Don 
Carlos Gutierrez was so fortunate as to secure 
for the performance of this duty Captain Bedford 
Pim, a distinguished officer of the British Royal 
Navy, a man of high social position, and well 
known in the City. With the above specified 
object, His Excellency Don Carlos Gutierrez 
conferred on this gentleman the appointment of 
Special Commissioner of Honduras. Captain Bed- 
ford Pim issued to all the bondholders a circular 
informing them of them of the meeting about to 
take place. This meeting was actually held, and, 
thanks to the ability and tact of the special com- 
missioner, the result was perfectly satisfactory, 
for the bondholders supported Captain Bedford 
Pim’s proposals, and unanimously resolved that 
he merited and might rely upon the support of 
the bondholders. Up to this point things had 
gone as well as could be wished, and most of 
those interested congratulated His Excellency 
Don Carlos Gutierrez, as the Supreme Govern- 
ment is doubtless aware. Matters were in this 
position when it began to be considered what 
‘would be the best means of obtaining the funds 
necessary for completing the Interoceanic Rail- 
way, and continuing the payment in Europe of 
_ the dividends which would become due. After 
a full discussion of various schemes, it was re- 
solved to endeavour to raise a loan in Paris of 
five million pounds sterling (nominal) under cer- 
tain conditions, which this Government is aware 
of; and it was then that His Excellency Don 
Carlos Gutierrez did me the honour of associating 
me with Captain Bedford Pim, to assist him in 
the Sting” 


2085. Who says that; I have not seen it 
at all?—This is written by George B. Kerferd 
to the Honduras Government. “ His Excellency 
Don Carlos Gutierrez did me the honour of 
associating me with Captain Bedford Pim, to 
assist him in the undertaking; giving to us both 
authority under the powers which he (the said 
Minister) had received, to raise the above-named 
loan on the conditions determined on. We 
remained for some time in Paris, treating with 
the principal bankers of that city, to induce 
9,64. 


Mr. Eliice—continued. 


them to undertake the new loan. But, in spite 
of our endeavours, we could not attain success, 
as these bankers pretended-.that the credit of 
Honduras was not sufficient to enable another 
loan to be placed; so that we were under the sad 
necessity of abandoning that idea.” Now is that 
correct ?—Perfectly correct. 

2086. And I observe also in a letter of your 
own, addressed to his Excellency the President 
of Honduras, these passages: “ Excellency,—I 
have the honour to inform your Excellency that 
after devoting my best energies as Special Com- 
missioner of Honduras for the last six months 
towards procuring the necessary funds to meet 
the obligations of Honduras,” and then after- 
wards again “as the Special Commissioner 
appointed by his Excellency Don Carlos 
Gutierrez, on behalf of the Government, to 
endeavour to restore the credit of Honduras, and 
relieve the Government of allits embarrassments.” 
How do you reconcile that with the statement 
that you had nothing to do with the financial 
concerns of the country?—I went over to 
negotiate with bankers of the first eminence in 
Paris, in behalf of Don Carlos Gutierrez, simply 
as Special Commissioner. Mr. Kerferd was 
associated with me because he is a man of 
business and thoroughly understands financial 
matters. 

Sir Henry Holland. 


2087. I observe that you have only spoken of 
communications between yourself and Mr. 
Gutierrez. May ask, had you any communica- 
tion during this time with Mr. Lefevre or 
Messrs. Bischoffsheim & Goldschmidt?—I had 
very little indeed with Messrs. Bischoffsheim 
& Goldschmidt; but I saw Mr. Lefevre often. 

2088. What was the nature of your communi- 
cations with Mr. Lefevre; upon what points did 
you communicate with him?—Mr. Lefevre told 
me that he was extremely anxious to put the 
railway through, and, in point of fact, the tenour 
of the few interviews which I had with Mr. 
Bischoffsheim was to that effect that they 
would do anything in the world that they could 
to assist my efforts to make the railroad from sea 
to sea. 

2089. Did you not with them discuss financial 
questions at all?—No; I donot think they cared 
about discussing financial questions with me. 

2090. You knew nothing about what com- 
missions they were receiving ?—Not a bit; I 
never asked them or thought of asking them. 

2091. You knew nothing of their proceedings 
with reference to the loan ?— No, I always found 
them, both Mr. Bischoffsheim and Mr. Lefevre, 
perfectly straightforward and honourable with 
me. 

2092. Were you aware of the shipments of 
mahogany that were made to Gutierrez ?—They 
had nothing at all to do with me; but as there 
have been some remarks made about the railway, 
perhaps I may be permitted to say that the rail- 
way is now open and in working order, and that 
3,000 tons of mahogany are waiting shipment at 
this moment, according to information received 
by me in a letter which was put into my hands 
as I came into this room; it is from a Mr. Bain, 
who is perfectly reliable. 


Mr. Stephen Cave. 


2093. I should like to ask you a few questions ; 
you had nothing whatever to do with promoting 
M 2 the 
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the Ship Railway, I think ?—Nothing what- 


ever. 

2094. But the railway which you promoted 
was the one that Mr. Waring said would pay if 
it had been completed ?—The one which I pro- 
moted was the one which has been before this 
country for 20 years, and about which we have 
a treaty with that country at this moment. 

2095. That was the railway which Mr. Waring 
told us in his evidence he thought would pay if 
completed ?—That is the railway which I have 
taken an interest in. (Mr. Waring.) Not pay on 
its capital? (Captain Bedford Pim.) It cannot 
pay upon a capital of 5,000,000/., because it is 
only 57 miles of railway. 


Mr. Stephen Cave. 


2096. I said “if completed from sea to sea”? 
—I believe it would pay handsomely. 


/ Sir Henry James. 


2097. On five millions?—Yes, on five mil- 
lions. . + 


Mr. Stephen Cave. 


2098. You thought there was nothing strange 
in a railway during construction paying interest 
out of capital that was raised ?—No, I did not 
think it was strange at all. 

2099. There are not many lines, I think, on 
which the interest in there days is not guaranteed 
during construction ?—Well, I do not know any 
railway in those countries, if you mean in those 
countries, with any guaranteed interest during 
construction. 

2100. Do you know any in England in which 
interest is guaranteed during construction ?—No, 
I cannot say I do. 

2101. I think vou said that a special commis- 
sioner from Honduras superseded you?—No; a 
special commissioner was sent by the Goverament 
of Honduras to examine into all the accounts 
and affairs of Honduras. I retired entirely of 
my own accord, because I did not receive what I 
considered to be justice for my treatment in 
Paris. Directly I sent out one of the best men I 
could obtain to Honduras to secure justice at 
the hands of the Honduras Government for the 
treatment that I had met with in Paris, I 
thought that I richly deserved what I had suf- 
fered for trusting to a weak Government, and 
therefore I appealed to that Government, and 
have never appealed to my own Government. 


- That gentleman was Mr. Proctor, who has been 


many years in South America; he went out to 
Honduras, and saw the President and the Go- 
vernment ; but while they wrote in the most flat- 
tering terms to me in respect to my services, 
they declined to supersede Messrs. Herran & 
Pelletier ; and the consequence was that I at 
once retired. 

2102. You said that you were not a railway 
trustee ?—-No, merely general trustee for the 
administration of certain monies. 

2103. You said that you received a salary of 
1,500 U. ?—Yes. 

2104. That was per year ?—Yes. 

2105. And you were commissioner for one 
year ?— Yes. 
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Mr. Stephen Cave—continued. 


2106. But you stated just now that altogether — 
‘you received 4,000 4. Will you explain that ?— 
The trustees took their position on the same un- 
derstanding as the previous ones, Messrs. Widdi- 
combe and Ford, which was that they were to 
have 2,0002. a year. That would make 3,5007. 
for me. 

2107, That 2,000 /. was independent of the 
salary as commissioner /—Yes, it overran it. 
For instance, I had resigned my commissionership 
swine time before the trust was terminated. 


Mr. Whitbread. 


2108. Did you receive a salary in any one 
position besides as trustee and special commis- 
sioner ?--] received a salary as trustee and as a 
commissioner, and in no other way; and no 
other monies ever came near me except as 
resulting from those two capacities. 

2109. What was the salary as trustee?— 
£.2,000 a year, and I held that for one year. 

2110. What was the balance of the 4,000 2. ?— 
I said, in round numbers, it was 4,000/. I had 
received. F 

2111. Then you now say 3,500/. ?—Yes, 

2112. Had you any concession of lands?—No, 
not an inch. 

2113. Nor other consideration of any kind ?— 
Nothing whatever. 


My. Pulesiows 


2114. That is to say, the only interest you had, 
direct or indirect, has resulted in that 3,500/. ?— 
The only interest I had, either direct or indirect, 
was in the nature of my services as special com- 
missioner and as trustee. 


Mr. Walter. 


2115. I understood you to say that you have 
never been in Honduras.?— Never in Honduras ; 
Ihave been six times through the adjoining State 
of Nicaragua, which is very similar. 

2116. In the document which has been placed 
in the hands of the Committee by the Secretary 
of the Honduras Legation, it stated that Captain 
Pim was selected because he was perfectly well 
acquainted with the Republic of Honduras ?— 
I have not seen that, and know nothing about it. 
My connection with Central America, I rather 
think, is pretty well known. These’are two books 
written by me, “ The Gate of the Pacific,” 1863, 
and “ Dotting on the Roadside,” 1869. I have 
been six times through Central America, at my 
own proper cost, in the endeavour to put a transit 
through in English interests; and upon that, I 
presume, Don Carlos Gutierrez thought it worth 
his while to come to me; I did not seek him the 
least bit in the world; in fact, I was not at my 
chambers in May when he came to ask me. 


Sir Henry James. 

2117. You have stated that you now consider 
Don Carlos Gutierrez an honest man; did you | 
read the account of the extra drawings of the 
loan in 1871, and the purchase of the mahogany 
shipments in 1870?—No, I did not. I heard 
you ask the question for the first time to-day. 

2118. Have you not heard of the extra draw- 
ings of the loan in 1871 ?—No. \ 
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Mr. CHARLES WARING, re-called. 


Mr. Stephen Cave. 


2119. I wisH to ask whether you said that you 
considered that the railway, if completed from 
sea to sea, would be likely to pay ?—I said that 
I considered if the railway were completed from 
sea to sea, it would be likely to pay interest upon 
the money expended upon it. 


Mr. Stephen Cave—continued. 


2120. Besides the working expenses? — A 
moderate interest upon the money expended on 
the railway itself. 1 did not, of course, intend to 
apply that to any money on the loan. 


Mr. George CAVENDISH TAYLOR, Sworn. 


Sir Henry James. 


2121. I BELIEVE you are an Officer in the 
English Army ?—I was. 

9122, In what service?—In the Infantry, 95th 
Regiment. 

2123. Were you at any time associated with 
Colonel Stanton in the survey of Honduras ?—I 
accompanied Colonel Stanton in the survey of 
Honduras; he is an old friend of mine ; I met 
him in New York; he was then going to Hon- 
duras, and he asked me to accompany him. 

2124. Did you take any persons with you ?— 
There were three sappers who went, and Colonel 
Stanton’s servant; those were the only English- 
men who composed the expedition. 

2125. Whenwas this ?—In December, January, 
and February of 1857 and 1858. 

2126. You surveyed the line, or wert over 


‘ the line. from the Atlantic side to the Pacific, 


did you not?—We landed on the Bay Fonseca, 
and crossed the country to the Atlantic, going 
from west to east; I then left Colonel Stanton 
and went to Jamaica. He returned the same 
way as he came, and came round to Havannah 
by way of Panama, where I met him, and we 
went together to New York. 

2127. What is the nature of the country ?— 
The whole of the country along the line of the 
railway is jungle and desert, and it is the most 
God-forsaken country you could find anywhere. 

2128. I believe you found no trace of any 
Europeans having been there before ?—There 
was an American survey going on; if you will 
allow me, I should like to explain to you that 
Colonel Stanton went out to verify a survey 
which was made by American engineers. 

2129. I believe that with that exception you 
could find no trace of any Europeans before you? 
—No, not in the interior; a few along the 
coast. 

2130. To whom did Colonel Stanton make 
his report ?—To Sir John Burgoyne ; it was one 
of the conditions before he left, that he should 
report to his own commanding officer. 

“2131. Then that report would go to the War 
Office, I suppose ?—To the Inspector General of 
Fortifications, Sir John Burgoyne, and afterwards 
it went to the Foreign Office, I believe. 

2132. Do you know the general result of it?— 
He left me in New York, and came to England 
and made a report after his arrival. My impres- 
sion from what he told me afterwards is, that the 
report was pretty much to this effect, that the 


Sir Henry James—continued. 


railway could be made‘at a price, but that he did 
not think it would pay. 

2133. Now, was your attention called to the 
issue of the Honduras Loan in 1867 ?—Cer- 
tainly. 

2134. And I believe there it was mentioned 
that contracts and documents could be seen at the 
office of Messrs. Baxter, Rose & Norton; what 
steps did you take upon seeing that ?— Having 
been in Honduras, 1 had the greatest possible 
contempt for the country and for the loan. I 
knew a Mr. Baxter, and I went to see him and 
told him what I thought of the country and the 
loan; and Mr. Baxter sent for Mr. Rose (Sir 
Philip Rose), and I told him the same. 

2135. What was the effect of what you told 
those gentlemen ; was it unfavourable ?—What 
I said was utterly unfavourable. 

2136. What did you say?—I said I thought 
the thing was a swindle, as well as I can remem- 
ber, or words to that effect; that it never could 
pay; that the railway was humbug ; and that 
the whole thing was a humbug. 

2137. Where did you go to then; did you take 
any other steps?—I was very angry about that 
loan, because I looked upon it as a swindle. 
Then I went and saw Mr. Sampson, and told him 
my views. 

2138. Where did you see him?—At his office 
in George-street. 

2139. What did you tell him?—It is eight 
years ago, and I cannot remember the exact 
words; but condemned the whole thing. I said 
++ was a swindle. He said, “I am afraid Bis- 
choffsheim will lose his money; I must tell him 
what you say,” or words to that effect; that is 
as well as 1 can remember. I am certain he 
said that, because it fixed itself upon my mind. 

2140. Did you get any satisfaction from any- 
one, or did you take any other steps ?—I told 
everybody I met what I thought; I told the 
firm of brokers with whom | did business, that 
people who put their money into that loan would 
lose every farthing of it; and I also told their 
clients. They asked me to speak to different 
clients who came in and wanted to invest, and I 


did so. I told the members of my club, and 


some of them were wise enough to sell out, and 
thavked me for it. 

2141. You took all the steps you thought you 
could ?—I told everybody what I thought. 


_——_ 
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Mr. Puleston. 
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Mr. William-Shaw. 
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Mr, Edward Stanhope. 
Mr. Walter. 

Mr. Whitbread. 


Tue Ricgur HonovurastE ROBERT LOWE, in THe Cuarr. 


Mr. Lronarp Davips, re-called; and further Examined. 


Sir Henry James. 


2142. You handed in some documents to the 
Committee contained in a book; will you kindly 
look at those first, so as to earmark them; are 
those portions (handing some documents to the 
Witness) of what you handed in?—I should like to 
ask the Chairman something before I answer any 
questions. J have written a note requesting the 
favour of making a short statement. 


Chairman.| We cannot hear any short 
statement now ; you must answer the ques- 
tions put to you. 


Sir Henry James. 

2143. Are those documents which you handed 
in?—Yes. 

2144. They are bills of exchange, I believe, 
drawn by the committee of Honduras upon 
Carlos Gutierrez here ?—Yes. - 

2145. I need not trouble the Committee now 
with the exact amounts; there isone I see which 
has upon it the note, “‘ Presented for payment to 
Messrs. Bischoffsheim & Goldschmidt, Founder’s- 
court ;” were those bills paid ?—Were they paid 
by Bischoffsheim and Goldschmidt, do you 
mean? 

2146. Yes?—I cannot remember at the present 
moment, 

2147. But have they been paid by some one; 
just look at them (handing them to the Witness) ? 
—They must have been paid by some one ; other- 
wise the bills would not have been given up. _ 

2148. Do you know what they were drawn for? 
—No. 

2149. Just think; do you mean that you do 
not know at all?—They were drawn by the 
Government without any explanation. 

2150. Take these account sales in your hand 
(handing the same to the Witness), and tell me if 
those are signed by Messrs. Bischoffsheim & Gold- 
schmidt ?—As far as I can see. 

2151. Just look at them, if you please, and 
tell me whether that is so?—Yes. , 

2152. These are account sales of the cargoes 
of different vessels, being mahogany, and they 
refer to the sales by auction in London, and 
they show this, that the amount sold “ As per 


Sir Henry James—continued. 


annexed catalogue ;” tell me if that is the cata- 
logue (handing a Puper to the Witness)?—Yes. 

2153. These show that the gross amount re- 
ceived, “ As per annexed catalogue,” amounts to 
1,864:7. for the cargo of mahogany by the vessel 
called the “ Hope.” There are then deductions 
for freight, brokerage, and so forth, leaving a net 
receipt of 1,2107 | Now in this account sale, 
which is signed by Bischoftsheim & Goldschmidt, 
a commission is charged at 5 per cent. upon 
3,1701., though the amount realised is only 
1,864 /.; can you give any explanation why the 
commission of Messrs. Bischoffsheim & Gold- 
schmidt is 5 per cent. upon the 3,170 7. ?—Here 
it is; I see that a commission is charged on the 
gross amounts. 

2154. On the gross amounts of what ?—Of the 
two cargoes. You see the gross amount of one 
is 1,864 @. and the other is 1,305/.; that makes 
3,170 0. 

2155. No, I beg your pardon; if you will look 
you will see that that 1,300 /. is the gross amount 
of the twe cargoes. Is it not; just look and see? 
—( The Witness looked at the Papers.) Yes; that 
must have been a mistake. 


2156. You say “ a mistake ?”—I do not know. 


2157. Was not the commission charged on the 

amount of the purchase money for mahogany 
from Honduras; just look at that?—I cannot 
say. ; 
2158. You allowed that sum to be deducted as 
trustee ; cannot you inform the Committee why 
you have given a 5 per cent. commission on 
3,000 /. odd, when the gross amount of the sales 
comes to 1,800 /. odd?—Those things were passed 
to the accountant to be checked, and I cannot 
remember that my attention has been drawn to 
that point. 

2159. What is the figure on which the 5 per 
cent. is charged ?—£. 3,170. 

2160. Can you find in these account sales any 
such sum as 3,1701.?—Yes, I can; that proves 
to be a clerical error; I see that it is wrong 
now; but I gave it to the accountant to. be 
checked. 

2161. In what way is that a clerical error ?— 

It 


'—Yes, at the top 


« 
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Sir Henry James—continued. 


It must have been overlooked ; it must have been 
taken as two separate amounts. 

2162. If you add those they do not come to 
the figure ?—Yes. 

2163. It does not come to 35,1707. 12s. 8 d.; 
add it up and tell us what the addition makes?— 
(The Witness made the addition and handed it to 
Sir Henry James. ) 

2164. You say that is the way that it happened ; 
that isa clerical error by adding those two 
together ? -- I suppose so. 

2165. Now take this account of the “ Cézard” 
(handing the same to Witness); tell me what 
commission is charged for the cargo of the 
« Cézard” by Messrs. Bischoffsheim & Gold- 
schmidt; look at the end of the account ?—I see 
225 1. here. 

2166. Tell the Committee what it comes to at 
5 per cent. ; about 4,500 1., is it not ?—Yes. 

2167. Do you find any 4,500 /. in that account? 
(pointing it out to Sir Henry 
James). 

2168. That is the gross proceeds of the whole 
sale ?—Yes. 

2169. In the first place is it usual to charge 
5 per cent. upon the gross proceeds of a sale; I 
suppose you do not know ?—That is a question 
of arrangement. ‘ 

2170. Now tell me, if you please, whether this 
letter (handing a letter to the Witness) is a letter 
from Senor Gutierrez, in his handwriting %—Yes. 

2171. I will just read it to you. Itisa letter 
dated the 4th of October 1870, addressed to the 
trustees, Messrs. Davids & Barnes, by Senor 
Gutierrez. ‘“ Messrs. Trubner (publishers) have 
sent to Mr. Squier the bill for printing 1,000 


_ copies of the book ‘ Honduras, Descriptive, His- 


torical and Statistical.’ This work brings in the 
strongest light all the advantages of our inter- 
oceanic railway over all the other routes over the 
American Isthmus. The publication of this book 
will be of more use to us than all the weekly 
articles published in the London newspapers. 
I haye requested Messrs. Trubner to send to 
Messrs. Bischoffsheimand to Mr. Lefevre’s office 
the greater part of those books, in order they 
be distributed.in the best possible manner. Mr. 
Squier has sent me the ‘enclosed bill for the print- 
ing of the 1,000 copies, which amount, as you 
will observe, to 100/ (one hundred pounds). 
The cost of this valuable publication appears to 


‘me moderate, and I shall feel obliged if you will 


pay Mr. Squier this sum, charging the same 
to the account of the Honduras Government.” 
Was that sum paid out of the proceeds of the loan? 
—It will appear in my books whether it was. 


2172. You cannot say without your books ?—- 


No. 


2173. Do you know with regard to the refer- 


ence to the “ Weekly Press,” whether any such 


sums had been paid for publication by the 
« Weekly Press” ?—Not that [ am aware of. 


Chairman. 


2174. Is there any statement that you wish to 
make to the Committee ?—Yes, it is very short ; 
it relates to my evidence at the last meeting; I 
wrote it down because I am nota good speaker ; 


I must request the Committee to allow me to 


make a statement with regard to my evidence at 

their last meeting ; without wishing to say any- 

thing disparaging to the press, I must state that 

‘some of the papers have given a version of my 
0.64. 


Chairman—continued. 


evidence which puts it ina very unfavourable 
light with regard to myself, and I trust, therefore, 
that they will publish a verbatim report of this 
statement. On the last occasion I was examined 
on two points on which I wish particularly to 
dwell for the present; the first is with regard 
to an amount of 91,000 /., which was carried out 
at par, whereas all other amounts of stocks were 
carried out at the price which they realised; I 
was asked by Sir Henry James whence this 
difference arose, and I must acknowledge that 
my answer was not satisfactory, but then I must 
request the Committee to take the following 
circumstances into consideration: At the time 
when my connection with the Honduras trust and 
the firm of Messrs. Bischoftsheim & Goldschmidt 
ceased, all my books were in the hands of my 
accountant for the purpose of posting them up 
regularly ; they were returned to me only after 
a considerable period had elapsed, and when I 
occupied quite a different position ; I never sur- 
mised that I should require them, as I had had 
a release from the Honduras Government, and I 
stowed them away in a box at my bankers. 
Without any preliminary notice, I received on 
the afternoon of the 16th of March a summons to 
appear before the Committee on the 18th; this 
only left me one day, of which I availed myself 
to see that all the books were regularly posted 
up; when I produced them before the Committee 
they took possession of them, and at their next meet- 
ing wished to have evidence from me on figures 
which I had not seen for five orsix years. Since 
the last meeting of the Committee I have turned 
over in my mind the question of the 91,000 1., 
and so far as 1 can solve it without the aid of my 
books, which are still in the hands of the Com- 
mittee, the reason why this amount was carried 
out at par is, that on the whole amount of the 
loan, with the exception of these 91,000 7., the 
difference of the price realised and the par value 
was entered to a stock discount account, which 
was an account showing the realization of the 
bonds, whereas these 91,000 /. do not appear in 
this latter account, because it was an amount of 
stock which was subsequently handed over under 
the provisions of the convention of October 1869 
to Messrs. Bischoffsheim & Goldschmidt. This 
stock, therefore, so far as my books were con- 
cerned, realised 100 /. per cent., or the par price, 
and it had to be carried out like this, whereas in 
all the other amount of stocks the difference was 
carried out to a stock discount account. I trust 
that this point will now be clear to the Com- 
mittee. The second point to which I wish to refer 
is the question of the salary of my co-trustee 
coming to me on his death. In referring to the 


trust deed it will be seen that a certain amount ~ 


was set aside for salary for the trustees without 
specifying in any way how it had to be divided 
individually ; it simply stipulated that a certain 
amount of salary should be paid to the persons 
for the time being for their administration of the 
trust-money. As long as there were two trustees 
this amount of salary was, of course, divided, but 
as soon as my co-trustee died, and I was left. by 
myself, it is quite evident that nobody else but 
T was entitled to this amount. Besides, IT can men- 
tion that it was done with the full consent of all 
the parties interested. There is another point 
which I wish to submit tothe Committee. On Sir 
Henry James asking me whether I cared what 
happened with the money after it passed away 
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Chairman—continued. 


from my hands, I see from the report of my 
evidence that I answered “ No.” What I ought 
to have stated is that it is not my mission to 
inquire into that. The Committee must not 
forget that the trustees were appointed by the 
Honduras Government, through its representa- 
tive, Don Carlos Gutierrez, in order to see that 
certain sums of money and stock should be dis- 
posed of according to their directions, and on my 
resignation I received from the Government a 
release, which proves clearly that they approved 
everything I had done. 


Sir Charles Mills. 


2175. In that statement you say that the 
amount, 91,000 /., is carried out in full, because 
it was not paid to the Stock Discount Account ? 
—I speak from memory; I have not my books 
before me. 

2176. But in your evidence on the 22nd March, 
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Sir Charles Mills—continued. 


when you were asked “I want.to know what has 
become of the 20 per cent. of that 91,0002.;” 
you answered, ‘I think it was carried to an ac- 
count which was called ‘ Stock Discount Ac- 
count’ ” ?—Yes, I know my answer was wrong ; 
I say that I am spegking entirely from memory, 
I have not seen those books for so many years. 


Mr. Kirkman Hodgson. 


2177. Was it not part of your business to 
examine those account sales sent in to you?—Of 
course if I have got an accountant I leave it to 
him, just as the principal of a firm gives his ac- 
counts to his clerks to be examined. 

2178. It was not part of your business, then, to 
examine those account sales —No. 

2179. I think you said you were not aware 
what the ordinary commission was on a sale of 
goods ?—TI said I thought it was a matter of 
arrangement. 


: Mr. Cuartes Waring, re-called; and further Examined. 


Sir Henry James. 


2180. IN a pamphlet which has been placed 
before the Committee on the part of Signor 
Gutierrez, at page 30, there appears this state- 
ment, “In referring to the expenditure appor- 
tioned to the French Loan of 1869, there is this 
item, ‘ Payments made for commission at Paris 
and for the Minister Herran to Messrs. Waring 
Brothers & Company, and. to Messrs. Bischoff- 
sheim & Goldschmidt 4,481,392 francs 95 
centimes;’” have you any knowledge of any 
money received by your firm on the 1869 Paris 
Loan?—-I believe that a portion of the sums 
paid to my firm for the construction of this rail- 
way was proceeds of the French Loan; but I do 
not know to what extent. 

2181. Whatever you have received from the 
proceeds of the French Loan, did that come to 
you through the trustees, or did it come direct 
to you ?—It came through the trustees. . 

2182. Those sums would be included, I pre- 
sume, in the sum of 690,000 /. which you handed 
in to the Committee as the result of what you 
had received ?—They would be included in the 
sum of 689,745-1. 

2183. You have not received any in excess of 
that amount ?—Nothing. 

2184. Have you any knowledge to enable you 
to distinguish at what time you received that ?— 
The particular sum mentioned in that pamphlet ? 
No, I think I should not be able probably to dis- 
tinguish that. 

2185. Can you earmark the time at which you 
received the product of the French Loan ?—No, 
I cannot earmark the sums which I received. 

2186. In Mr. Herran’s letter which was read 
before the evidence began to-day, he says that in 
the month of March 1870, Messrs. Waring 
Brothers & Company, contractors, received the 
sum of 1,543,275 francs worth in obligations and 
in money; is that so?—I cannot tell; that pro- 
bably may have come out of the proceeds of the 
French Loan or any other loan. It may or may 
not be true; at all events that constitutes one of 
the payments in respect of the works done by 
my firm, and certified for by. the Government 
engineer. 

2187, Can you earmark this amount of 


Sir Henry James—continued. 
1,543,275 francs in any particular sun:?—No, it 
is impossible. 

2188. Did you receive direct any obligations 
from Paris ?—No. 

2189. Did you ever see any obligations of the 
French Loan ?—Never. 

2190. May I take that as all you received, 
with the exception of the account you handed in 
as to stock ?>—Yes. 

2191. That was all English stock ?—Yes. 

2192. I believe you have got some original 
letters which have been put in in a printed copy 
written at the time you were asking for money, 
in April 1871?—I handed in a printed copy of 
the correspondence between my firm and Don 
Carlos Gutierrez; that printed copy is, I believe, 
quite correct; it has been examined with the 
originals, but the originals there are mixed with 
other correspondence (handing them in). 


Mr. Edward Stanhope. 


2193. You told us the other day that, until 
you were examined, you did not know anything 
of the existence of the deed of the 30th of June 
1868. ‘ You were asked when you first became 
acquainted with the deed of June 1868, and your 
answer was that you did not know of it until 
that day when you were examined ?—I wish to 
identify the deed before I answer the question. 

2194. The deed was the general trust deed? 


’ —I know nothing of any trust deed. 


2195. Iam now going to read you a passage 
from the convention, which you signed on the _ 
15th of October 1869. “2ndly. Yourself and 
Mr. Lefevre as Government trustees to agree to 
allow the general trustees to pay the 143 per 
cent. instead of handing them to you to the same 
‘interest account,’ and to give them notice of the 
alteration.” Now you were a trustee of the 
interest account, were you not?—Yes, I be- 
came so. 

2196. Have you ever made any inquiry what 
the 143 per cent. meant ?—Yes, I can tell you 
what the 143 per cent. meant. 

2197. Did not the 143 per cent. mean the 144 
per cent. that was specially mentioned in the 


‘trust deed of the 30th June 1868 ?—I cannot 


tell 


« 
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tell that. I was informed that 143 per cent. was 
agreed to be retained from the proceeds of the 
first loan for the uses of the Government for 
various purposes, and I induced the Government 
to abstain from retaining that 143 per cent., and 
to allow it to go to the making of the first 
section of the railway. I was informed that 143 

er cent. was retained for those various purposes ; 
but I was not acquainted with the deed, and 
never saw the deed, and the object which I had 
in prevailing upon the Government to abstain 
from using the 143 per cent. for any other pur- 
pose than that of the construction of the railway, 
was to insure the construction of the first section 
of the railway, for which alone, at that time, 
money had been raised; and that effected its 
purpose. 

2198. Did you never inquire under what 
authority 143 per cent. was to be retained out of 
the loan for any special purpose ?—It was not my 
province to inquire under what authority, I was 
only anxious to secure that in future the 143 per 
cent. should not be used for any other purpose 
than for the construction of the railway; other- 
wise I believe the construction of the first section 
of the railway would not be insured. The object 
of the convention, to which I was party, was to 
insure the construction of the first section of the 
railway,' and in order to insure that, it was 
necessary that the whole proceeds of the loan 
should be used for that purpose. 

2199. Then I will just ask you to listen to 
another: part of the convention. “In case that 
the French commissaires should pay the interest 
‘on the English. loan, or in case a second loan 
should be raised” (which was done) “so as to 
provide interest on the English loan, then the 
proceeds paid to the ‘ Interest Account’ in the 
names of Mr. C. Waring and Mr. Henri Bis- 
choffsheim, will be divided, so as to return to the 
Government the 143 per cent.” Now the second 
loan was raised ?—I do not know. 

2200. You know that the second loan of 1870 
was raised, do you ?—I know it was issued. 

2201. You know, as a matter of fact, that it 
was raised ?—I know that it was issued; I do 
not know that it was all sold, except from the 
information I have received since this Committee 
has been sitting. 

2202. From the letter you wrote it appears that 
you knew it was all issued to the public ?—That 
is the third loan. 

2203. The second English loan; just let me 
read it to you again: “In case a second loan 
shouid be raised so as to provide iuterest on the 
English loan, then the proceeds paid to the ‘ In- 
terest Account’ in the names of Mr. C. Waring 
and Mr. Henri Bischoffsheim, will be divided, so 

as to return to the Government the 143 per cent.” 
Now, was that sum divided, so as to return to 
the Government the 143 per cent. ?—Not that I 
remember; I think it was not. 
- 2204. You were a trustee ?—Yes. 

2205. You were responsible for the carrying 
out of this convention /—Yes. 

2206. And: you cannot tell the Committee 
whether or not it was so divided ?—I believe it 
was not returned. 

2207. As a trustee, I believe you told us that 
you were obliged to go abroad ?— Yes. 

2208. And therefore you gave power to draw 
out against the account to Mr. Henri Bischoff- 
sheim ?—Yes. 

0.64. 
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2209. When you returned from abroad did 
you not feel it your duty as a trustee to look 
over the accounts ?—No, I did not consider it my 
duty to look over the accounts in reference to 
the disposal of this money, seeing that the object 
for which I became a trustee had already been 
accomplished. 

2210. Under this very provision which »I 
have just been reading to you, it was possible, 
was it not, that this very sum of 143 per cent., 
which was to be paid into your account as in- 
terest trustee, might be returned to the Govern- 
ment, and applied not to the purposes of the 
loan ?—That is quite possible, but it did not 
affect me. 

2211. But surely, if you were so very anxious 
to see that the money was applied to the proper 
purpose, it was your duty, as interest trustee, to 
ascertain how the 14} per cent. had been ap- 
plied ?— Not at all; because the object I had in 
view, namely, the construction of the railway, 
was accomplished; the first section of the railway 
was completed. 

2212. You said your object was to get this 
money applied to the construction of the railway; 
in this convention I find a provision under which 
144 per cent. of that might be applied to the 
general purposes of the Government; did you 
not think it your duty to inquire whether that 
144 per cent. had been so applied ?—No, my 
object was to secure the construction of the first 
section of the railway, and I obtained from the 
Government the application of a sum of money 
which they themselves had intended to appro- 
priate and were appropriating to other uses, to be 
appropriated to the construction of the first sec- 
tion of the railway. That accomplished, I had 
no mission to inquire, or any interest whatever 
in inquiring, what the Government did with the 
other proceeds of the loan. Not being responsible, 
I had neither authority nor mission to inquire 
into the uses they made of the other proceeds of 
the loan. 


Mr. Kirkman Hodgson. 


2213. Then, in fact, the authority which the 
Government gave you to use this 143 per cent. 
for the purposes of the railway, was not an ab- 
solute authority, but simply a postponement ; 
they gave you that money, and when that money 
came back to you from the second loan, you 
applied it to the purposes of the Government ?— 
Allowed them to apply it. For the time being, 
the Government who had already arranged to 
apply the 143 per cent. to other uses than that of 
the construction of the railway, postponed the 
application, and,-of course, I had no authority 
whatever, when I procured that concession from 
the Government, to inquire into the matter. It 
was a concession on the part of the Government 
to abstain from the application of that 143 per 
cent. to other uses than that of the construction 
of the railway, and I had no means of asking 
them to continue to postpone the application to 
other uses. . 

Mr. Puleston. 

2214. Were the amounts paid you as con- 
tractor, paid you by Seftor Gutierrez; did you 
receive directly from the Honduras Minister ?— 
Directly from trustees, of whom Don Carlos was 
one. There was another trustee, Mr. Blyth; 
the other one, I think, was frequently changed. 
Don Carlos was permanently trustee; so, in 

N+ fact, 
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fact, the payments to my firm were made direct 
from the Minister. ’ 


2215. You had. official cheques from: him ?— 
From him and his co-trustees. 


2216. He states here in a paper which has just 
been laid before the Committee, “‘ Some cheques 
appear for various amounts drawn in favour of 
the ministerin London. The public might other- 
wise be led to imagine that Sefor Gutierrez 
received those amounts for himself,” whereas, he 
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stated, amongst other things, that some were 
received by him “to pay the interest and sink- 
ing fund of the loans, some to pay Messrs. 
Waring Brothers and Mr. M‘Candlish, Con- 
tractors” ?— He doubtless speaks of himself as a 
railway trustee, and no doubt in that sense he 
may have received monies from the proceeds of 
the loan, and paid them in a cheque to Waring 
Brothers and Mr. M*‘Candlish, for the works 
which they had done, of which he received a 
certificate. 


Mr. Ricuarp EVaANs, sworn. 


Sir Henry James. 


2217. WuHeEn did you first become in any way 
connected with this Honduras Loan. of 1867 ?—I 
think after it had been issued some considerable 
time ; I should say in about 1868. 

2218. It was issued, we know, at the end. of 
1867 ?—Well, then, it must have been at least, 
six months after; it was after a report had been 
issued by some people sent over to: examine into. 
the merits of the loan. 

2219.. Would it be in about June 1868 ?—In 
all probability : I could not say exactly; I have 
no memory at all on that. point. 

2220.. By what means was it that you. first 
became connected with the Honduras Loan ?— 
I was introduced to Mr. Lefevre, and he told 
me he wished to make sume sort. of arrangement 
for the purpose of endeavouring to sell the 
balance of the 1867 loan, which had not been 
bond fide placed with the public. 

2221. Did he refer you to any documents, or 
show you any deed of June 1868 ?—No. 

2222. Did you learn from him what. amount 
of the loan was then out of the hands of the 
public ?—I did not ; I understood it was a large 
amount, 

2223. What did Mr. Lefevre wish you to do 
in relation to that amount ?—To endeavour to 
get any ‘brokers, or friends of mine, to interest 
themselves to place that loan; to sell whatever 
he had. 

2224. To sell it to the public, do you mean ?— 
Yes; or their clients, as the case might be. 

2225. Did you receive any authority from 
Mr. Lefevre to take action in that direction ?— 
Merely a verbal one. 

2226. What was that authority ?—That I 
might sell it as soon I possibly could, and on 
the best terms I could. , 

2227. Did he give you any margin as to price? 
—No, I was to submit every offer to him. 

2228. What steps did you take ?—I merely 
went round to several of my friends, members of 
the Stock Exchange, and told them I was going 
to endeavour to sell this security, and would 
they lend me all the assistance they possibly 
could. ; 

2229. Were those gentlemen jobbers, or 
brokers, that you went to?—They were princi- 
pally brokers. 

2230. ‘Vell me their names ?—I cannot remem- 
ber them. 

2231. The principal ones, I mean ?—Mr. James 
Barclay, of the Stock Exchange ;, I think I spoke 
to him. / 

* 2232. Had you any communication with. Mr. 
Tucker at that time ?—No, I did not know Mr. 
Tucker at that time. 


price of 94/.; that is the official price quoted in 
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2233. Did you come into communication. with 
the jobbers at all, or only the brokers ?—At that 
time only with the brokers, 

2234.. What did you. request these brokers, of 
whom you say Mr. Barclay was one, to. do?— 
To. direct the attention of any of their friends 
to this security. ) 

2235. What were they to get for that?—l 
made no promise of any sort or kind, 

2236. Did you hold out any inducement to 
them ?—-Nothing more than the brokerage. 

2337. What would be the brokerage per cent. ? 
—On asecurity of that sort one quarter per cent. 
I should say. 

2238. What steps were taken then to get rid 
of this loan ?—TI believe, as near as I cam re- 
member (of course it is long ago, and I have 
nothing now to guide me), that the commence- 
ment. was made with the railway, and that that 
was about all. 

2239. That is not my question; I mean what 
steps were taken to get rid of the loan; what 
steps did you take to place this loam, or to sell it 
to the public ?—No further steps than [ have just 
told you, I communicated with these people. 

2240. Some action was taken on those occa- 
sions ?—I presume they communicated with. their 
friends and clients. 

2241. You told me you had to: submit every 
offer to Mr. Lefevre ?—Whenever any of these 
people came to me. this occurred. It soon be- ° 
came known that I was trying to sell. Some of 
them went. direct to him personally, and some 
would say to me, “ Will you go and offer Mr. 
Lefevre 78 J. per cent. for 2,000 or 5,000.” We 
commenced selling very small amounts indeed. 

2242. Were portions of this. 1867 loan got rid 
of in that way ?—Yes. . 

2243. Do you know at what price they were 
got rid of 9—No. 

2244, Generally as to those got rid of during 
the year 1868-69; can you state that?—No; 
without the market figures before me I could not 
say at all. 

2245. Did you get rid of it to the brokers 
below the market figures? — Sometimes the 
market figure was almost a nominal figure. We 
will take, for example, 1868-69; if a broker 
came and offered 78. we should certainly have 
sold it to him. 

2246. What relation would that price bear to 
the market price ?—It would be the lower of the 
two; the market price of a security is always a 
buying and selling price. 

2247. In the month of November 1868 we 
know this Honduras Loan of 1867 reached the 
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the market. At what price, then, was Lefevre 
letting brokers have that loan ?—I do not know 
whether he was selling any at that time. If 
some one had come and made him a bid, “ I will 
take 50,0007. if you will not sell any more for a 
month,” I think he would have sold it, and then 
(at least I should apprehend that something of 
that sort was done) they would make their own 
market themselves, and make their profit from 
the risk they had taken. 

2248, In what way ; by taking it a lower price 
from Lefevre, do you mean ?—No, they would 
take it to-day, for instance, from Lefevre, and 
pind him not to sell any more before a fortnight 
or a month, and then they would go on with it 
themselves, and put it on the market. 

2249. I want to know at what price the brokers 
obtained it from Lefevre in relation to the open 
market price of the day ?—I am not ina position 
to answer that question. If it were a large 
amount of stock he would be willing to sell at 
much below the market price. 

2250. Was it taken firm by these brokers ?— 
Certainly. 

2251. Do you know of any authority being 
given by Lefevre to jobbers in the market to 
have what is termed a put and call?—Not in 
connection with the 1867 Loan; I know of no 
such operation; I remember nothing of the 
sort. 

2252. Do you know what amount of the 1867 
loan was got rid of in this way ?—No. 

2253. Can you give the Committee no idea of 
what extent you took part in getting rid of that? 
—No, [ never kept any books or any records of 
these transactions; I merely went to Lefevre and 
back again. 

2254. You can give the Committee no idea to 
what extent you got rid of it, whether it was 
100,000, or not ?—More than 100,000 certainly. 

2255. Was anybody else employed but you in 
getting rid of the stock in this way 2—I do not 
think so; but brokers would go direct to Mr. 
Lefevre. 

9256. You can give me no other broker’s 
name but that of Mr. James Barclay, to whom 
you went in this transaction ?—There was one 
man who used to come to the office direct; I 
know him well by sight, but uot his name; 
T think his name was Braddock, but I am not 
certain about that; he was a very well known 

- broker. . 

2257. What dealings nad you with respect to 
the 1870 Loan ?—Before the loan was brought 
out Lefevre told me that’ he was going to have 
the management of that loan. He then said, 
“‘ Well now, the best thing to do when it is issued 
is this; if the bears attempt” (as there are 
always bears in every new loan, particularly if 
it is not a first-class loan) “to knock this down, 
we must support it. I have full authority to do 
it.” Then he said, “ The wisest thing to do is to 
give, through a certain number of brokers, orders 
to buy or orders to sell, as the case may be.” 

/- 2258. That is what you call a pocket order, is 
it not 2—No, that is what is called the put and 


call. By that means no dealer can be placed in 


any false position. It is only done from day to 
day ; for example, suppose the loan was brought 
out last night, and the prospectus appeared this 
‘morning, and your broker should come in and 
say, “ Every one is trying to sell, and cannot,” 
“Twill give 
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you a put and call for half-an-hour or an hour, 
at half premium,” or whatever price you liked to 
fix; and thev would hand that over to a jobber; 
but the pocket order is another thing altogether, 
as I understand. 

2259. I should rather call a put and call a 
double-barrelled pocket order ?—No, it is an 
option. 

2260. When these instructions are given to the 
broker to communicate to the jobber, the jobber 
is the person to take action in the market ?— 
Certainly. 

2261. Does he run any risk at all ?—Under 
those circumstances, certainly not. 

2262. So that if any person comes into the 
market and offers to sell, a person in possession 
of a pocket order can always buy, and so specu- 
oe up to the extent of his pocket order ?— 

es. 

2263. Was that the course pursued in relation 
to the 1870 loan ?—I think it was pursued for 
the first two or three days; but I am not clear 
as to that. 

2264. Who were the gentlemen who were 
entrusted with this pocket order ?—The principal 
dealers in these sorts of securities in the foreign 
market; they were given to no individual man 
alone. 

2265. But the different men, I mean; who 
were they?—That we should not inquire; we 
should not know who the jobbers were that were 
getting this put and call. 

2266. Who was the broker employed ?—There 
was more than one broker. 

2267. Give us their names, please ?—I can tell 
you the names of those that the contracts were 
received by. The contracts were received by those 
whose names were published in the last evidence 
given before this Committee. I think there 
were Cohen and Sons, and James Barclay; I 
think Goldschmidt and Rubens was one; but I 
cannot tell you with certainty. 

2268. What do you mean by the “ contracts 
received” ?—I can only tell you the names by 
knowing whose contracts were absolutely sent in, 
and that has been traced by the evidence given 
already about the cheques. 

2269. The contracts between whom ?—Be- 
tween Lefevre and the broker. 

2270. Then are the Committee to understand 
that the brokers would communicate to the 
jobbers, and give them pocket orders ?—Yes. 

2371. Then these brokers could tell us who 
were the jobbers so employed ?—I apprehend 
they could from their books; that I do not 
know. 

2272. Did you take an active part in com- 
municating with the brokers, and also with Mr. 
Lefevre ?—Yes. 

2273. And carried this transaction out ?—In 
that way. 

2274. I believe you had to buy of this 1870 
loan a great deal off the market, had you not ?— 
Yes, I believe so; because you must remember 
that just at the date when that loan was issued, 
the rumours of: the French War were breaking 
out, which frightened everything down in the 
most dreadful way. 


2275. Let me give you these figures: we 


‘have it before us that upon the 25th of June 


1870, 351,285 7. had been paid in by the public 
to the London and County Bank, representing 
in stock 2,341,900 7. ?—That may be so. 
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2276. Do you know whether those applications 
were bond fide applications of the public, or appli- 
cations by nominees or agents ?—There was not 
one single nominee, directly or indirectly, to my 
knowledge in that list of applications. 


2277. They were bond fide applications, you ' 


think ?—Yes. 

2278. The public had taken stock, therefore, 
to the extent of 2,341,900/7. out of the 2,500,0002. ? 
—But the result showed that a large majority of 
those people were either stags or frightened out 
before the settling day. 

2279. Will you define this animal, a “ stag,” to 
us ?—It is an expression which is used for a man 
who makes it his business, whenever he sees a 
new loan issued, to apply for it; he then sells it 
at whatever the premium may be in the market 
(sometimes the premium disappears before he has 
begun to sell it); then on the special settling day 
he puts that difference into his pocket. Now my 
limited experience has proved to me that it is 
impossible to detect that man. I have known 
instances where clergymen, spinsters, and people 
from all parts of England, have applied for stock, 
and that result has followed in two or three 
lists of allotment, the same people having de- 
livered it. 

2280. These stags had to pay 15/.?—On 
allotment. 

2281. Therefore, if they did not take this up, 
they would have to forfeit their 15 per cent. ?— 
But, as there was nothing payable on application, 
they then would have simply taken no notice of 
their allotment at all. 

2282. Is it usual in a loan that there should be 
no money paid on apphication?— Well, there is no 


defined rule; I have seen some very good loans 


issued by some firms in London which have not 
received anything on application, and there are 
others that always do. 

2283. But now here, in this case, the allottees 
did pay to the extent I have mentioned, the 
2,341,000 1., that is to say, 15 per cent. upon that 
amount ?—Yes. : 

2284. And, if they had not gone on paying 
instalments, they would have forfeited that which 
would have gone to the Honduras Government, 
or the contractors ?— Yes. 

2285. We have also before us that all that was 
paid on the second instalment becoming due, 
namely, lst August, was 12,830/., and had been 
at 10 per cent. payment, representing 128,000 1. 
of stock; if those figures be correct, I presume 
that the difference of the stock between 128,000 /, 
and 2,341,000 7. must have been bought in, or the 
allottees must have forfeited that ?— On some 
occasions people take advantage on these loans 
where there is a large discount for prepayment to 
prepay. 

2286. Allowance therefore should be made for 
that in the figures; but, putting that small sum 
out of the figures, apart from that, the fact 
that you had received the instalment for the 
128,000 /., shows, either that the loan had been 
purchased from the public, or that the allottees 
had forfeited their 15 per cent., does it not ?— 
Yes. 

2287. Now were the purchases from the public 
large between the 25th of June, the date of the 
allotment, and the time of the first instalment ?— 
I cannot say. 

2288. Can you give us any idea of the extent 
to which these purchases went?—No ; I had such 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


Sir Henry James—continued. 


a great deal to do at the time; this was not the 
only business I was attending to, and those 
figures might not even come under my notice. 

2289. Did you find the public purchasing this 
stock at all during the year 1870; do you know 
whether they did at all during the year 1870; 
you told us.it fell very much then ?—All securi- 
ties, I think, fell then. 


2290. In July 1870, this loan was as low as 
68 ; what steps were taken to keep up the market? 
—I do not remember whether any step was taken 
or not. 

2291. Cannot you tell the Committee generally 
what steps were taken to bring the stock up from 
68, which it was in July, to 83, which it was at 
the end of August?—I think that there were 
sufficient bears of this security on the market at 
this time (I am speaking only from very faint 
memory ), who, directly the war looked like ceasing, 
would buy back, and that would produce the 
result; Ido not remember any step being taken 
by Lefevre to produce that effect ; he would ab- 
stain from selling, you see. 


2292. Do you know to what extent the pocket 
orders went to buy, given by Mr. Lefevre ?— 
No. 

2293. Did he give you any authority ?—They 
kept selling in the most tremendous way the first 
two or three days; he said “ You had better buy 
100,000 2. more,” or 200,000 2. more, as the case 
might be, to prevent the whole thing being 
smashed in the market. 

2294, And that was done ?—I do not mean even 
to say that those figures were the limit ; that was 
merely the sort of reply I got. 


2295. Was the advice to buy of a general 
nature so as to defeat the bears ?—-Yes. 

2296. And did you carry those instructions 
out ?—I did, to the best of my ability. 

2297. And therefore, almost, the whole loan 
would be taken up before August in that way, 
would it not ?—I do not think so; I do not know 
the figures. 

2298. Now, having got the loan back again, as 
it were, in Mr. Lefevre’s hands, after allotment to 
the public, what steps were taken to sell it ?—I 
do not know that any special steps were taken. 

2299. What general steps then?—None; except 
that things generally recovered, and this amongst 
others, and it was then sold. 

2300. Sold in the first place by whom?—By 
Lefevre, through me. 


2301. Through you by whom ?—Any firm of | 


brokers that I could get to sell it in the market. 
Whenever there was a demand a broker would 
come; and I used sometimes to get two or three 
friends to join me personally in the transaction. 

2302. Will you tell me who those brokers 
were, if you please, through whom you sold ?— 
I did a great deal of business with Barclay, be- 
cause he was a personal friend of my own, and IL 
do not remember any other special broker. 

2303. You gave the name of Mr. Barclay be- 
fore ; do you know no one else ?—I cannot identify 
any special transaction with them. - 

2304. But who did you deal with in this loan ? 
—To a great extent through Barclay brokers. 

2305. And who else ?—I do not remember who 
else specially ; I had so many transactions in so 
many other securities, and I cannot distinguish 
them. 

2306. In this way did you get rid of as much 


as 


. 
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as 2,000,000 7. at this time ?—I do, not know how 


much I sold. 
2307. Can you tell me about what extent; did 
you get rid of as much, do you think, as 


2,000,000 7. ?—I do not think it could have been as 


much as that. 

2308. How much do you think it was?—It 
might have been between 1 ,000,000 2 and 
2,000,000 1. Having nothing to guide me at all, 
and never having kept any record, I cannot say. 
I am very sorry this is all the information I can 
give you. 

2309. You kept no accounts, I understand ?-— 
No, no books or accounts. 

2310. On what terms did you get rid of it; take 
your friend Mr. Barclay, for mstance ?—I do 
not remember any individual transaction ; if Mr. 
Barclay made an offer for any amount of stock, 
I immediately submitted the matter to Mr. 
Lefevre, and if I thought it sensible, I advised 
him to accept it. 

2311. I suppose the prices varied ?—Very 
much. 

2312. What relation to the official quoted 
price were you letting the brokers have it at ?— 
There was no special guide for that; dealers buy 
on a flat day. 

2313. And the public always buy on a rising 
price ?— Yes. 

2314. And the jobbers on a falling one?— Yes. 
When I say “always,” I mean that that is one 
of their business principles. 

2315. The broker would come to you rather 
upon a falling day ?—Yes. 

2316. Supposing at that time the price given 
in the official list was, say 80 or 82, what sort of 
per-centage was the broker allowed ?—There is 
a regular brokerage on these securities. 

2317. Was the broker only allowed his regular 
brokerage between him and Mr. Lefevre ?— 
Certainly. 

2318. What was it ?—I think a quarter per 

cent.; I am not sure whether it was not an 
eighth per cent. 
// 2319. If it was quoted, for instance, at 80 to 
82 in the market, would the broker take it at the 
price of 80, less the quarter per cent.?—I must 
explain that a broker is merely an agent also; a 
jobber in the market would say to him, “ Have 
you got anything to do to-day in Spanish Hondu- 
ras? I will take a large amount of stock;” and 
he goes and submits the bid. 

2320. Then it is the jobber’s price that would 
be submitted to Mr. Lefevre ?—Certainly. 


2321. What would be the jobber’s price in. 


relation to the quoted price of the day ?—If he 
were going to take a large amount of stock, as he 
would take the risk with it, and it would amount 
to speculation, I should say if he submitted 79, 
for instance, when the market was 80 to 82, it 
would bea good bid; because it is nominally 
marked 80 to 82 inthe list, it does not follow that 
he will sell it at 82. 

2322. You have given me the price of 79 as the 


jobber’s price, in relation to 80 or 82 as the 


quoted price?—79 or 80. These, I should say, are 


only ideas of mine; I have never been on the 


Stock Exchange. 
| 2323. But you communicated these to Mr. 
Lefevre ?—Certainly. 

3324: Is that all that went to the broker, his 
fair commission, or to the jobber, this sort of 
difference which you have given ?—I should say so. 
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2325. Then the jobber took it firm ?—Yes. 

2326. Then Mr. Lefevre had nothing more to 
do with it ?—Yes. 

2327. Who receives the money from the broker 
when the scrip was delivered ?—The money went 
to Lefevre; he delivered the stock to me, and 
what cheque I received I gave to him; in 9 
cases out of 10 they have been handed to me. 

2328. I suppose your duty was only to 
pay it to Mr. Lefevre, not to the trustees ?—Cer- 
tainly. 

2329. All this money that went to Lefevre 
was under his control, so that you knew nothing 
at all about it ?>—No. 

2330. And as to its destination, what he has 
done with it you do not know?—No. 

2331. I do not know whether you have any 
objection to state on what terms you were doing 
this business ?—I would rather not, unless it 
were absolutely necessary; I do not want to bring 
in my private affairs. 

2332. I suppose you were receiving some com- 
mission ?—I was receiving payments from time 
to time for labour performed. 

2333. That is for placing the stock ?—Yes. 

2334. Did you know anything about these 
unnecessary drawings in April and September 
1871 ?—Only what is generally known. 

2335. You were in the market dealing ?— 
Yes. 

2336. You were aware, were you not, that a 
drawing took place in April 1871, which was not 
in accordance with the prospectus?—Yes, but I 
understood that it was for the purpose of consoli- 
dating the two English Loans; as on the English 
1867 Loan a drawing had taken place on the 
31st of December 1869, and a drawing took place 
on the 1870 Loan on the 3lst of December 1870, 
in order to make both those securities alike, it 
was necessary to give an extra drawing to the 
1870 Loan, and that, 1 believe, was done in 
1871. 

2337. 1 do not understand that explanation ; 
what concurrence in April 1871 was there of this 
drawing of this loan with any other loan?—l 
have never seen it, but I am told that some 
document exists authorising this drawing ; and 
in that document is assigned as a reason the 
contemplated consolidation of both these loans 
into one; an extra drawing was made of the 1870 
Loan in April 1871, by which both securities 
should then have had the same amount 
drawn. 

2338. You say adocument; a document signed 
by whom ?—I do not know; | have heard so, but 
Ihave never seen it; I think I have heard so 
from Mr, Lefevre. 

2339. You heard from Lefevre that there 
was a document authorising that?—I think so, 
but I would not swear to it. 

2340. Do not you think that such a drawing 
would have a great effect on the market ?—Yes, 
I should say it would induce speculative pur- 
chases. 

2341. And you had a second drawing in Sep- 
tember 1871 ?—1 did not remember that. 

2342. Was your attention called to the state- 
ments in the newspapers in respect of these 
unnecessary drawings at the time ?—I do not re- 
member anything of the sort. 

2343. In your dealings, I suppose, the matter 
was discussed ?—I do not now remember that 
being done. A 
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Sir Henry James—continued. 


2344. Were you aware of the arrivals of the 
mahogany purporting to éome from the Honduras 
Government ?—-I heard so, and I believe that 
they did take place; I fully and firmly believed 
then that they had absolutely commenced to cut 
mahogany and ship it. 

2345. You thought they had come from the 
hypothecated forests ?—Yes. 

2346. Who conveyed that idea to you?— That 
I cannot say. 

2347. Did you ever have any communication 
with Mr. Lefevre or Carlos Gutierrez on the 
subject?—I do not think so. I am under the 
impression that [ heard Gutierrez say, one day, 
in an excited, nervous sort of way, “ We shall now 
be all right, the Government are sending the 
mahogany.” Iam under that impression. 

2348. Who is it your impression he said that 
to?—To Lefevre. 

2349. Did you ever communicate with Mr. 
Lefevre and Don Carlos Gutierrez as to the pro- 
priety of continuing placing these loans in the 
hands of the public?—I do not understand the 
question. 

2350. Did you ever make ‘any representation 
to them as to the course they were pursuing, as 
to what Mr. Lefevre was doing. in placing this 
joan in the hands of the public ?—I do not quite 
understand what you mean. 


2351. Did you ever remonstrate with Mr. 
Lefevre as to the course he was taking in placing 
this loan in the hands of the public in the way 
he was doing?—I had some little disagreement 
with Mr. Lefevre when I was taken very un- 
well; I suffered from nervous exhaustion, which 
necessitated my going to Germany, and being 
prohibited from reading’ newspapers and books. 
Thad some slight disagreement with him then, 
and I may have said something of the sort at the 
time. . 

2352. Of what sort ?—[ may have said, “ Look, 
these things are going to the bad, and I do not 
like it.” I will not swear to any conversation of 
that sort. Since that time I have -had a severe 
illness and it was under great mental excitement. 

2353. Did youever come in collision with Messrs. 
Bischoffsheim ?—I knew Mr. Bischoffsheim. 

2354. In relation to this loan?—No, not 
specially. 

2355. Did you ever communicate with him on 
the subject ?—If I met him in his. office and he 
asked me any question I should answer it. 

2356. But you had no special conversation 
with him on the subject ?—No. ; 

2357. Nor with Mr. Gutierrez?—I do not 
remember any, except that if Don Carlos came 
into the office I would shake hands, and ask him 
if he knew anything new. 


_ Chairman. 

2358. What is your profession?—I have no 
special profession. I take an interest in any 
little financial business I can. If any syndicates 
are being made I always endeavour to take an 
interest in them. . 


Sir Henry James. 

2359. Itseems to be the wish of the Committee 
that I should ask you this: in the first place, 
were you remunerated by salary, by. commission, 
or by such sums as Mr. Lefevre chose to give 
you ?—In the first instance I was remunerated 
by a fixed sum per month. 
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2360. That is the 1867 Loan, I suppose ?—I do 
not remember whether it was for the whole of it 
or only a portion; I think the whole. 

2361. Afterwards, how were you remunerated ? 
—By a payment on any amount of stock I could 


- sell. 


2362. A rateable payment?—A rateable pay- 
ment. 

2363. Of so much per cent. ?—So much per 
cent. 

2364. I understand you to mean that it was a 
per-centage upon all you sold ?—Yes. 

2365. A per-centage upon the nominal amount 
of the stock, or upon the stock realised ?—Upon 
the nominal amount of the stock per bond. There 
were other transactions, besides, in this one indi- 
vidual security, which I had with Lefevre, which 
were also the subject of arrangement. 

2366. As you have only given us a margin 
between 1,000,000 and 2,000,000 as the amount 
you got rid of, have you any objection to state 
what was the per-centage you received ?—I 
should rather not state it if the Committee does 
not mind. e 


The Committee room was cleared. 
After a short interval, 


Witness.|.1 have been advised by my 
solicitor that, unless I think that Mr. Lefevre 
would object to it as a breach of confidence, 
I ought to answer the question. Now I 
should like you gentlemen to consider whe- 
ther it is a breach of confidence; I am 
entirely in your hands. 

The Committee room was then cleared. 

After a short time the public were re- 
admitted, and the shorthand writer was 
directed to read the last statement of the 
witness. 

Chairman. 

2367. The Committee are of opinion that you 
ought to answer the question; will you therefore 
state what the per-centage was ?—One per cent. 
That applies only to a portion of the 1870 loan ; 
I think not all that I sold of it. 


Mr. Kirkman Hodgson. 


2368. The sum which you mentioned was. 
between 1,000,000 7. and 2,000,000 7. ?—Yes. 


Sir Henry James. 


2369. The other sums were paid, how?—So 
much per month. 


Mr. Bourke. 


_ 2370. If you were paid a per-centage would not 
the sum that you received from Mr. Lefevre 
show the exact sum which you ‘disposed of, so 
that you would be able to answer the question 
asked of you, when you said that it was between 
1,000,000 7. and 2,000,000 Z. ?—That is to the 
best of my recollection. 

2371. Will you find that out?—I will endea- 
your to ascertain that between this and the next 
meeting. 

Sir Henry Holland. 

2372. When did you cease to be confidential 
clerk to Mr. Lefevre ?—I was never confidential 
clerk to Mr. Lefevre. 

2373. When did you last see him?—At his 
residence, near Paris, on Saturday last. 

2374. When did you last see him in England, 


and 
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Sir Henry Holland—continued. 


‘and cease to have any transactions with him 


ab out these loans?—At about the date of the 
introduction of that Ship Railway Loan; I do 
not remember the date. 

2375. You said you could only remember the 
name of Mr. Barclay as a broker to whom you 
went; perhaps this would call it to your recollec- 


tion; was there a Mr. Settlebank ; was he one of 


them?—Yes, all those: whose names were pub- 
lished the other day. 

2376. In Mr.. McKewan’s evidence, you 
mean ?—Yes; I read it in one of the newspapers, 
and I think that list contained some of them. 


Mr. Puleston. 


9377. It is thought right that this should be 
understood. A broker, as I understand you, in 
this case would get his regular commission on 
the transaction ?— Yes. 

2378. Supposing he sold at 80 say, he would re- 
turn his contract at 80, and a commission of a 
quarter or an eighth, as the case may be, added 
+o it ?—Yes, in the usual form. 


Sir Henry James. 


2379. I omitted to ask you this; at the time 
you occupied this position of disposing of this 
Joan on behalf of Mr. Lefevre, what position did 
you occupy in relation to the trustees, either 
under the railway trust deed, or the other trust 
deed ?—Mr. Barnes, who was not very familiar 
with the handling of stock, asked me on more 
than one occasion whether 1 would mind, as they 
had power to appoint the secretary, to become 
their secretary for that sole purpose, as he had 
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Sir Henry James—continued. 
the fullest confidence in me, and could trust me 
with the business to assist them. 

2380. You received a salary for that?—Yes; 
that is in the trust deed, I presume. 

2381. How long did you act as secretary?—I 
do not remember. 

2382. Did you attend meetings of the two 
trustees, or the one trustee ?—Generally of the 
two trustees; only after his death, of one. 

2383. Was the Mr. Evans, the accountant, 
employed to check the accounts, a relative of 
yours ?—Yes, a cousin of mine; a member then 
of the firm of Johnson, Cooper, Wintle, and 
Evans. ' 

2384.’ He was the person of that firm who 
checked the Trustees’ account ?— Yes. 

2385. There was a’ relative of yours, a Mr. 
Morier Evans, I believe ?—Yes, but he is dead 
now, and I would rather not say anything about 
him. 

2386. He was connected with the press, was 
he not ?—Yes. 


Sir Charles Russell. 


2387. In these transactions to which you have 
referred, and for which you have received one 
per cent., do you recollect whether you dealt to 
any considerable extent with Mr. de Zoete, was 
he one of the brokers?—I do not remember; 
I had not only these transactions, but transac- 
tions in other securities, which are quite foreign 
to this question, and I cannot individualise them. 
There were no end of brokers with whom I 
dealt. Those cheques that Mr. McKewan gave 
show the brokers, because the cheques are made 
out in their names. 


Mr. JosepH TUCKER, sworn. 


Sir Henry James. 


2388. Arz you a broker or a jobber? — 
A jobber. 

2389. We find from the evidence that you have 
had some dealings in two Honduras Loans ?— 
Chiefly in one. 

2390. Which was that ?— The loan of 1870. 

2391. First, what was the nature of those 
dealings ?—-As a jobber, buying and selling. ~ 

2392. When did you begin to deal; the loan 
was allotted on the 25th June 1870; had you 
dealings before the allotment in it !—Yes. 
)/2393. Will you give me the dates generally ?— 
1 should think an ae after the prospectus was 
issued. 

2394, That was before, of course, the bulk of 
the applications: had been made ?—Necessarily it 
was. 

2395. You had no knowledge then how the 
loan was going off?—I could not possibly have 
any. ) 

2396. It was rather speculative then?—Rather. 

2397. Atthat time were you dealing on your 
own account as a jobber, or in communication 
with any persons connected with the loan ?—On 
my own account only. 

2398. Were you in one particular position, 


_ which I believe you call either bear or bull ?— 


We changed about occasionally, sometimes one 
way and sometimes the other. 

2399. In the first instance, when you com- 
menced, were your views sanguine or despondent 
about the loan ?— Sanguine. 
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Sir Henry James—continued, 


2400. You were buying then, I suppose ?—I 
bought. 

2401. What was the next course of operation 
that you pursued ?—I tried to sell it at a 
profit. - : 

2402. Ihave no doubt you succeeded ?—Some- 
times. 

2403. Did you ever occupy the position of 
having one of these orders that we have heard of 
from the contractors?—-What orders are you 
alluding to? 

2404. The pocket orders; the put and call 
orders ?—Can you tell me what a put and call 
order is? If you can tell me what you want 
me to answer, I. can answer it; but when you 
say a pocket order, there are so many inter- 
pretations of it that I cannot answer the ques- 
tion. 

2405. Did you come into communication with 
the contractors or Mr. Lefevre ?—I never saw 
Mr. Lefevre till 1873. 

_ 2406. You may have had communications 
through others from him ?— Only through brokers. 

2407. Through brokers had you authority to 


_ buy and sell?—Yes. 


5408. What was the nature of the instructions 
you had ?—-I had a limit to buy at a price, and 
when I bought them cheaper I sold them on the 
limit. When I bought the stock below the price 
that I had a limit at, I sold them to the broker 
who left me the limit. 

2409. Supposing that you had a limit to buy at 

nN4 the 
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the price of 80/7. say ?—This is scrip stock at a 
premium, you see. ‘ 

2410. You are speaking now of the transac- 
tions before the allotment, before the 15 /. to be 
paid ?— Yes, I thought we were alluding to the 
early part of the affair. 


2411. I thought in the early part you were 


dealing on your own account ?—So I was all the 
way through. 

2412. But when you got the limit from the 
brokers that was rather a different transaction ? 
—Still on my own account. 

2413. Still you had authority from the brokers 
to deal ?—Yes, sometimes. 

2414. What would that be ?—In the ordinary 


way; a broker would come and tell me that he. 


wished to purchase the stock at a certain price, 
and when I was enabled to buy it cheaper I sold 
it him. 

2415. Have you been in the room whilst Mr. 
Evans has been examined ?—Yees. - 

2416. Have you heard what he stated about 
authority being given, in order to keep the market 
straight, to: jobbers to buy to a certain price?— 
Yes. 

2417. Was that authority given to you?—Yes, 
sometimes. 

2418. Can you recollect what limit as to the 
amount of stock you were given?—They were 
limits left from time to time for half-an-hour to 
an hour, in a limited amount of stock at a limited 
price. 

2419. Can you tell the Committee what sort 
of limits you would have; 50,000/., 100,000 2, 
or what sort of amount ?—I should think fifty 
thousands in Honduras. 

2420. From whom did you receive that autho- 
rity ?—Chiefly from a Mr. James Barclay. 

2421. Did you run any risk at all in that 
transaction ?—{ ran the risk that in case the 
persons to whom I sold the stock failed: before the 
settling day, I should have had to pay it myself. 

2422. By the rules of the Stock Exchange, 
you mean ?—Yes. 

2423. But supposing you bought-and did not 
sell, you ran no risk ?—If I bought and did not 
sell, I should be a bull of the stock. 

2424. If you received instructions from a 
broker to do this, what risk would you run per- 
sonally ?—The broker either side might fail. The 
only risk I ran in those transactions would be the 
failure of the broker. 

2425, Probably you have your books here ?— 
I have got five or six boxes full of books. 

2426. Can you give the Committee this in- 
formation: to what extent were you buying the 
stock during the year 1870 ?—Before it came out 
I dealt rather largely in it, and that was fora 
special setiling day to be fixed by the Committee 
of the Stock Exchange according to our rules; 
and afterwards I dealt on my own account 
chiefly, very rarely any limits at all. 

2427. Before the settling day can you give the 
Committee the amount of your dealings?—I 
think I must have bought. and sold the loan once 
over. 

2428. ‘That is 2,500,000 1.?—I am speaking 
very broadly ; everybody was dealing in the loan. 
There were fifty or a hundred men in the market 
making prices in it, and we were dealing with 
each other and the brokers all round. 

2429, Without reference to your books you 
can answer this: you must have dealt to an 
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extent of 2,060,000 7. or 2,500,000 7.?—I should 
think 2,000,000 7. 

2430. Did you go into the market and buy 
stock to that amount ?—No; I bought, perhaps, 
10,000 7. at the time, and sold 10,000 7. ' 

2431. Went on buying and selling, you mean ? 
—Yes, as the orders came in from anybody. 

2432. Was the bulk of the purchases on your 
own account, or in consequence of a limit given 
you by a broker ?—Some on my own account, 
and some by a broker. 

2433. Could you distinguish those ?—No; it 
is utterly impossible. 

2434. You were buying in that way to that 
extent before the settling day?—Yes. I think 
I can tell you something, speaking from memory, 
subject to the books, if you do look at them, that 
I should imagine that [ had about 300,000 J. to. 
400,000 7. with Barclay on balance of everything. 

2435. What do you mean by “ with ” him ?— 
On the settling day I had to deliver him between 
300,000 Z. and 400,000 7. 

2436. Thatis to say you had bought more than 
you had sold ?—Yes. 

2437. In accordance with his instructions ?— 
According to his orders. . 

2438. That would strengthen the market for 
the loan, would it not ?—It would have a great 
tendency that way. 

2439. That was the object, I suppose ?—I have 
no knowledge what the object was except the 
natural impression. 

2440. Did you know at the time for whom Mr. 
Barclay was acting, who was the principal ?—I 
only knew indirectly that he was acting for a Mr. 
Lefevre ; I never was told so directly. 

2441. I suppose this is not an unusual thing on 
the Stock Exchange for jobbers to deal as you 
have dealt in this loan ?—We deal in all the new 
loans. 

244%. And isit frequently the case that on the 
part of the persons issuing the loans such dealings 
take place?—We have no means of knowing’; 
the brokers come to us. _ 

2443. You know thatthe marketis strengthened 
by these sort of deahngs?—We do know that 
those sort of things are done, but we have no 
legal knowledge for whom the transactions 
are. 

2444. I suppose your profit out of the transac- 
tion you told us you wished to acquire, is the 
usual course of business with jobbers ?—Yes, 

2445. When a limit is given you, as in the case 
of Mr. Barclay, do you charge a commission ?—I 
take all I can get. 

2446. Will you tell us how you arrive at that 
desirable result ; is it by virtue of a commission ? 
—No, simply what I can get out of other 
brokers. 

2447. Will you just work thatout; Mr. Barclay 
came and said to you, “ Now, within the next 
hour buy 100,000 @. Honduras at 80”°?—This was 
scrip; I never had it at 80. 

2448. Thensay that23 premium. Supposing that 
you were.able to buy it at 2, that is to say, lower 
than the price he mentioned, who gets that profit? 
—I do. 

2449. You cannot lose very much by that trans- 
action ?—I should make by it. 

2450. You never buy above the limit, I sup- 
pose. If Mr. Barclay said, “Buy at 23,” you 
would not buy 22, I suppose?—Very often I 
might, 
2451. That 
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2451. That is your speculation if you do?— 
Yes. 

2452. If you buy below that you get all you 
can ?—Yes. 

2453. Mr. Barclay would equally say to you 
sometimes, “ Sell,” so that he should not have too 
much of the stock ?—Yes. é 

2454, It would only occur if the market were 
a firm one ?—Yes. 

2455. That is if the public were buying ?— 
Yes. 

2456. Andif you sold higher he would get the 
profit >—Yes. 

2457. Do L understand that this is done in most 
loans that are introduced ?—I know it has been 
done in a great many. 

2458. The more speculative the loan the more 
it is done, I suppose ?—That has something to do 
with it. 

2459. Supposing a Russian Loan, or a loan of 
a country of which the credit is good, this course 
- of action would not be taken, would it ?—I think 
it would; however good, I think they would 
buy it. 

2460. The persons issuing would, do you 
mean ?—I have no means of knowing that. There 
would be buyers of it above par. 

2461. Would there be this limit given to go 
into the market with a country of indisputable 
credit ?—It would not be so necessary. 

2462. ‘Or so constant in practice ?—No. 

2463. If the country has not so good credit, 
this is, of course, frequently done ?—Yes. 

2464, All these transactions are recognised by 
the Stock Exchange Committee, are they ?—All 
bargains entered into are binding. 

2465. Can you give us any opinion as to the 
_ desirability of money being paid upon the appli- 
-eation of the person applying for the loan ?—I 
do not think that makes any difference. 

2466. Do not you think that it makes the loan 
stronger if the person who afterwards obtains the 
loan has more to forfeit if he does not pay up the 
instalments ?—But against that it is to be re- 
membered that the bankers have so much 
trouble; there are so many cheques to pass back 
again. 

2467. I am speaking in the interest of the 
public. Now, would it not be healthier for the 
loan itself, and for the public, if money were 
paid upon application for the loan?—It would 
make people apply for less in all probability. 

2468. And would make the applications rather 
more genuine, would it not ?—I do not think it 
would. 

2469. Under the present system of no money 
being paid upon the application, what is there to 
prevent any person, however insolvent, from 
applying ?—Nothing whatever. 

2470. If he had to pay 10 or 15 per cent. 
there would be something to prevent him ?— 
Yes. 

2471. Would not that diminish the race of 
« stags?”—I really am not prepared to answer 
that. The question is, what is a stag, again. 

2472. Did you deal in the 1870 loan after 
allotment ?— Yes. 

2473. For yourself, or by virtue of these 
orders from Mr. Barclay ?—Chiefly for myself. 

2474, Buying and selling, I presume ?—Yes. 

2475. Did you have no limits from any one ?— 
I have had limits I should say perhaps 500 
_ times. A 
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ork From Mr. Barclay ?—No, from different 
eople. 

2477. Did youat all from Mr. Barclay ?>—No, 
nothing special. 

2478. Did you at all know that the contractors 
or Lefevre were buying back the whole of the 
stock allotted to the public?—I could not know 
that. 

2479. You had nothing to do with the buying 
it back ?—No. 

2480. If Mr. Barclay gave you an order, you 
would not know whether he was instructed by 
Lefevre ?—No. 

2481. That would be within his cogutisance, 
not yours ?—Yes. 

2482. Have you any further knowledge of 
anything in relation to this 1870 loan?—I do not 
quite catch your meaning. ' 

‘9483. As regards these dealings, have you 
told us all the matters you have any knowledge 
of in relation to the loan?—I only acted as a 
jobber all the way through. 

2484, Did you deal in the 1867 loan ?— 
Slightly. 

2485. Was that by virtue of limits given you 
by anyone?—In the ordinary way of business. 

2486. You do not obtain any commission, I 

resume, from Mr. Barclay ?—No commission. 

2487. If he tells you to buy a large sum at 

3, and you do buy it, and render it to him on 
the settling day, what is your remuneration for 
that ?—What I buy it at cheaper. 

2488. Supposing you buy it at the exact sum, 
what do you get ?— Nothing at all. 

2489, You buy so as to get for yourself as 
good a sum as possible ?— Yes. 

2490. And there is no other remuneration you 
get?—No. Before I leave I should like to tell 
you what I got out of the loan before it was 
settled, because perhaps the wide figures you 
have given might give a very wrong impression ; 
the whole I got out of that loan was 3,5007Z. ; 
before the settlement granted by the committee 
my profit was 3,500/.; it is oaly an eighth per 
cent. on all I dealt in. 


Mr. Puleston. 


2491. When you say that you dealt in the 
loan to the extent of 2,000,000/,, it does not 
necessarily follow that that amount of actual 
stock changed hands, does it ?—No; I bought 
and sold. 

2492. You may deal to the extent of a million 
during an account in any given stock, whereas 
the whole actual stock which changes hands 
amounts to, say one-fifth ?—Yes ; it is quite 
possible to deal in the same thing half a dozen 
times over. 


2493. You said that all the bargains made on- 


the Stock Exchange are binding; but is it not a 
fact that some of the bargains have been annulled, 
because found to be irregular, or some fraudulent 
misrepresentation was discovered ?—That, rests 
entirely with the committee of the Stock Ex 
change. : 

2494, It is not a fact to your knowledge that 
some bargains have been annulled ?—Some people 
have done things which they ought not to do, of 
course, amongst a large number of men; but in 
the case of a settlement the bargains all have to 
be carried out. 

2495. I understand you to say that all bargains 


made in the Stock Exchange are binding. I 
wanted 
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wanted to knowwhether you knew also that that 
rule had exceptions ?—I suppose that a court of 
equity would relieve you from a fraudulent 
bargain. 

2496. Bargains have been annulled and de- 


clared annulled on the settling-day, have they. 


not?—I suppose a court of equity would give 
you relief from a bargain entered into fraudu- 
lently. 

2497. The Stock Exchange would themselves, 
would they not?—They do not annul a bargain ; 
they only keep it open; they suspend the day of 
settlement, I believe. 


Mr. Kirkman Hodgson. 
2498. Is there not a rule in the Stock: Ex- 
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change forbidding dealings before settlement ?— 
No. 

2499. There was one, was there not ?—I never 
knew of it. 

2500. I believe there is one now by. which 
bargains made before settlement are not allowed ? 
—They are not allowed to mark them; I do not 
think there is any rule against it. 


2501. If there is such a rule it is put behind 
the fire 2—I have never heard of such a one. 


Mr. Puleston. 


2502. They are not quoted in the official list 
till after they have been regularly admitted to 
quotation and settlement ?—That is so. 


Mr. GrorGE HATFIELD GOSSIP, sworn. 


Sir Henry James. 

2503. I BELIEVE you have voluntarily made a 
communication to the Right honourable Chair- 
man of this Committee ?—Yes. 

2504. Were you at any time in the service of 
Mr. Lefevre ?—I was in his employment for six 
years and a-half. 

2505. What years did that term apply to ?— 
From the 19th of November 1864 to February 
1871. 

2506. In 1864, in what position did you find 
Mr. Lefevre ?—In very embarrassed circum- 
stances, exceedingly so. 

2507. What business, if any, was he carrying 
on ?—He was in partnership with a man of the 
name of Haye, a Swiss, and they carried on 
business under the name of the Railway Financial 
Agency; “ Railway Financial Agency” was en- 
graved on the plate on the door. 

2508. Where was that?—At 83 Lombard- 
street. 

2509. Was it a large office, or what office did 
Mr. Lefevre hold at that time ?—It was a very 
small one indeed; he had no other clerk except 
myself, I had all the correspondence in French 
and English. ~ 

2510. And what was the business carried on 
by Mr. Lefevre ?—Almost anything. 

2511. As financial agents?—As financial agents, 
T suppose;and speculations of different kinds ; he 
had some dealings with some Frenchmen for an 
ice speculation called the Glaciéres Réunies. 

(2512. I understand you to say that you were 
the only clerk at that time ?—Yes. 

2518. And your salary was a small one, I 
believe ?—-Yes, it was not raised for four years. 

2514. Do you recollect when Lefevre became 
connected with the Honduras loan ?—Yes. 

2515. And you remained in his employment 
during that time ?— Yes. 

2516. What were your duties in connection 
with that loan ?—I had to make all the transla- 
tions, and the copies of the drafts of prospectuses 
for the railway and for the loan in general, and 
I had a good deal of correspondence at different 
times with different people, with the Honduras 
Government, with the minister of the Honduras 
Government at Comayagua, and others. 

2517. Do you recollect the 1867 loan in the year 
1868 passing into Mr. Lefevre’s hands ?—Yes. 

2518. Was there any obstacle placed in the 
way of that loan coming out by Mr. Herran, the 


Sir Henry James—continued. 
Minister in Paris?—Yes, he objected to a great 
many things. 

2519. Was there any course taken to remove 
those objections, or to communicate with the 
Elonduras Government ?—Mr. Lefevre, when he 
found that Mr. Herran opposed the issuing of 
the loan, wrote against Mr. Herran to the Presi- 
dent in every possible way. 

2520. The President in Honduras, you mean? 
—Yes, President Medina. 


2521. What was the result ?—At first the 
President wrote back that he had every confi- 
dence in Mr. Herran, and that he should not 
alter his opinion till he had convincing proof to 
the contrary ; but eventually Messrs. Lefevre 
and Bischoffsheim represented to the Honduras 
Government and to the President that so much 
delay was caused by communicating with Mr. 
Herran in Paris, that it would very much facili- 
tate matters if sole power were conferred on Don 
Carlos Gutierrez to issue the loan in London. 


2522, That isthe loan of 1867 ?—Yes, to the 
best of my recollection; it was seven years that 
I wasin Mr. Lefevre’s employment. 

2523. You recollect, of course, the loan being 
issued ?—Yes. 

2524. Did you know yourself of Lefevre 
receiving any money in respect of that loan ?— 
Yes; I should say he received a good profit out 
of the first loan. 

2525. Do you know any specific sums that he 
received out of the first loan?—-He received the 
difference between 68/7. 12s. and the selling 
price of the bonds. : 
2526. You were aware of that transaction ?— 
Yes. ‘ 

2527. Whatever the price was in the market 
he received the difference between that and 
68/7. 12s., as I understand you?—Yes, I always 
understood so. ) 

2528. Did you come in communication with 
Don Carlos Gutierrez at this time ?—I spoke to 
him occasionally at Mr, Lefevre’s office; but I 
saw very little of Don Carlos Gutierrez till after 
T had left Mr. Lefevre. sos 

2529. Were you at any time the bearer of any 
jewellery to Madame Gutierrez?—No, but I saw 
the jewellery that was taken; was present when — 
Mr. Lefevre sent the jewellery by Mr. Mori. 

2530. Who was Mori? — A clerk whom 

Lefevre 
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Lefevre engaged, after I had been with him 
some time, to keep the books. 

2531, What was that jewellery ?—£. 4,000 
worth of diamonds purchased at Mr. Emmanu el’s, 
according to the statement made by Mori in the 
presence of Evans, myself, and another clerk 
named Denny. 

2532. For whom were those diamonds '—For 
Madame Gutierrez. 

2533. Do you know why they were sent to 
her?—-Mr. Lefevre was of opinion that she had 
great influence over her husband, and that she 
could induce him to sign the agreements which 
Mr. Lefevre wished to be signed. 

2534. How do you know that; do not tell us 
anything you do not know ?—Because I heard 
Mr. Lefevre say so to Mori, and to Evans also ; 
L heard Lefevre say to Mori words to the effect 
that ifhe could only conciliate Madame Gutierrez, 
make friends with her, they could do as they 
liked with Don Carlos. 

2535. When was this; can you give us any 
date?—I really cannot swear; I cannot be 
positive about the date, but it was the last loan. 

2536. Was it after the issue of the first loan ? 
—Yes; it was previous to the emission of the 

ast loan, the 1870 loan. 


Mr. Bourke. 


2537. What place was this at Pp Avi Mr. 
Lefevre’s office; it was then at 80, Lombard- 
street; he was first at 83, Lombard-street, and 
then he took larger offices a few doors higher up. 


Sir Henry James. 


_ 2538. When was that ?—I think it was in 
1866 or 1867; I will not be certain about the 
date. 

2539. Was it after the loan had been issued, 
or before ?—It was before the last loan was 
issued. 

2540. And after,the first ?—Yes. 


Mr. Bourke. 


2541. What words do you say were used about 
these diamonds?—The words used were to the 
effect that if Mori could make friends with 
Madame Gutierrez, could make it fight with 
her, they could do as they liked with Don 
Carlos. 

2542. Who are “ they” ?—He, Lefevre, and, 
I suppose, Bischoffsheim. Might I add some- 
thing to confirm what I have stated? 


Sir Henry James. 


2543. If you please?—When Mori returned 
after having made the present of the diamonds, 
Lefevre asked him if he had made things right, 
and Morisaid, “ Yes, she had accepted them, and 
things would go on very well.” 

2544. I think you have given Emmanuel’s as 
the place where they were purchased ?—It was 
stated so by Mori; andI saw the diamonds. 

2545. What was their nature; were they 
rings ?—Bracelets and necklace, I think. 

2546. Did you know of any sum being given, 


- or cheque for a sum being given, to any one else? 


—Yes; I myself took a cheque for 3,0007. as a 
Christmas box to Mr. Sharp, a solicitor in Old 
Broad-street, I think in Gresham house; I really 


~ eannot be certain as to the place; he is a _well- 


known man; he was Mr. Bischoftsheim’s solicitor, 
I believe. ° 
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2547. Who gave you that cheque to take ?— 
Mr. Lefevre. . 

2548. Whose cheque was it ?—It was in favour 
of Mr. Sharp, signed by Mr. Lefevre. 

2549. Did you know for whom Mr. Sharp was 
acting solicitor at that time ?—Yes ; I understood 
he was acting for Mr. Bischofisheim, because I 
had met him at. Mr. Lefevre’s house on a Sunday, 
and Dreyfus was there, of the firm of Dreyfus 
& Scheyer. 

2550. When was that cheque sent to Mr. 
Sharp ?— That was, I think, at Christmas 1869, 
before the 1870 loan; before the arrangements 
were finally completed. 

2551. Who was Mr. Lefevre’s banker; do 
you know whether he had several bankers or one 
at that time ?—He had only one banker to my 
knowledge; he banked with the London and 
County Bank. 

2552. Do you know whether this cheque was 
a cheque drawn to a number, or drawn to a 
name ?—Drawn to a name, I believe, in favour 
of Mr. Sharp. 

2553. Did Mr. Lefevre give it to you in your 
own hand to give to Mr. Sharp ?—Yes, I took 
the note and saw the cheque put in the enve- 
lope. 

2554. Did he make any statement to you at 
the time he gave it to you to take to Mr. Sharp? 
—None whatever. 

2555. When you say that it was as a Christmas- 
box, what causes you to say that; is it that the 
time of the year was Christmas ?—Yes; because 
it was at Christmas, and the circumstance was 
rather vividly impressed upon my recollection 
because I received no Christmas-box myself. 

2556. Now, do you recollect a sum of 10,000 /. 
being sent to any one in Honduras ?—Yes, per- 
fectly. 

2557. To whom was it sent ?—It was sent to 
-President Medina. 

2558. For what ?—As a recognition of the 
services he had rendered in connection with the 
promotion of the railway. ; 

2559. Did that go, or any part of it go, into 
Mr. Lefevre’s pocket ?—£. 2,000 of it really went 
to Mr. Lefevre; because he discounted bills to 
the amount of 10,0002. for 8,000 7., and 8,000 /. 
was sent to the President, and Mr Lefevre 
pocketed the balance. 

2560. Where did this 10,000 2. come from ?— 
That I cannot say; out of the proceeds of the 
loan, L imagine. To the best of my recollection 
bills were accepted by the trustees for the 
amount. ’ 

2561. How was the 8,000/.: remitted to the 
President Madina; in specie ?—I cannot be cer- 
tain about that, but I know that the money was 
sent; it might have been remitted through the 
agents of Bischoftsheim & Goldschmidt in New 
York, but that I cannot recollect. Iam only 
positive of the fact that the money was sent. 

2562. Do you recollect the 1870 loan: being 
issued ?—Yes, perfectly. 


2563. Had you any cognisance at all of the 


1869 loan in Paris ?—A little; I was with Mr. 
Lefevre in 1866, and again at the commencement 
of 1870. ° 

2564. Had Mr. Lefevre any connection with 
the Paris Loan of 1869?—Yes, I always under- 
stood so. 

2565. Do not say anything but what is in your 


absolute knowledge; in what way do you know 
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of his being connected with that loan ?—He was 
continually in correspondence with Mr. Herran, 
and with people in Paris, about it, 

2566. That is all you know, I suppose ?—I 
know more than that. 

2567. Tell the Committee, please, what you do 
know ?—I cannot recall to my recollection at ~ 
moment anything particular. 

2568. Now about the 1870 Loan, you say you 
recollect that being issued ?—Yes. 


2569. Do you recollect the money, or the 
cheques, coming in on the allotment; payments 
being made on allotment ?-—Yes, subscriptions 
were received at Mr. Lefevre’s office, and I was 
one of the clerks engaged in taking the cheques 
out of the envelopes. 

2570, And those were paid, I suppose, into Mr. 
Lefevre’s account ?—Into Mr. Lefevre’s current 
account at the London and County Bank; the 
great bulk of them must have been. 


2571. Do you know what became ot the rest? 
—No. 

2572. Did Mr. Lefevre entrust that duty to 
you, to take out the cheques and pay them in?— 
No; ! took out the cheques, but another clerk 
paid the cheques into the bank generally, a clerk 
of the name of Denny. 

2573. Do you know anything at all of the 
application of that money ?—Immediately after 
the loan was issued, the very week after, Mr. 
Lefevre began to astonish all his clerks by his 
lavish expenditure. 


2574. In what direction ?—He purchased the 
most costly works of art by the greatest masters, 
some by Jerome, the great French painter, for 
instance; and he had some of these paintings 
exhibited at his office for the edification of the 
public; and he purchased racehorses to an 
enormous amount. 

2575. Was this a marked difference between 
his position then and that of 1864?—He was 
unable to pay me my-salary regularly prior to 
the emission of the Honduras Loan, and my 
salary was only 1002. a year for the first four 
years. 

2576. After. the issue of the loan was your 
salary raised ?—My salary was raised to 1501., 
and ultimately to 2007.; and that was the utmost 
I ever had. 


2577. When did you leave Mr. Lefevre’s em- 
ployment ?—In February 1871. 

2578. Did you know anything of the transac- 
tions of buying back the stock in 1 the market ?—1 
heard a good deal about it, but I did not know 
so much about that. I was kept rather in 
the background; Mr. Evans transacted that 
business. 

2579. I suppose you did not know any details 
or particulars about it?—Well, I knew some; 
some came to my knowledge; but so many years 
have elapsed that I have forgotten a great deal 
of those affairs. They were an everyday occur- 
rence. Mr. Evans used to run backwards and 
forwards to Mr. Bischoffsheim’s office a dozen 
times a day; and I did not take much notice of 
those transactions, except that I knew that he 
was employed to buy and sell the stock. 

2580. You left in February 1871, I think you 
say ?— Yes. 

2581. Did you see anything of Mr. Gutierrez ; 
did you go into his employ at all?—Mr. Gutierrez 
wrote to me some months after I had left Mr. Le- 
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fevre, offermg me employment. I did not apply 
to him for any employment. 

2582. Did you go into his service? ~Yes. 

2583. How long did you continue there ?>—I 
was with him for 11 months. 

2584. Can you give me the date when you went 
to Mr. Gutierrez ?—I cannot give you the exact 
date, but it was in the summer or autumn of 1871 
that he first wrote to me asking me to do some 
translations for him, and I went to his house 
sometimes once a week, sometimes three times a 
week,.and made translations in Spanish. 

2585. I think the Committee would wish me 
to ask you only in relation to the loan; had you 
anything to do in relation to the loan with Senor 
Gutierrez ?—I hada great deal of correspondence 
then. I was his private secretary about the loan . 
with the Government. 


2586. Have youanything more that you know 
about either the 1867 or 1870 Loans, that you 
would wish to state to the Committee ?—Yes. I 
heard Mr. Evans’ evidence this morning, and it is 
completely at variance, in many respects, with 
my knowledge. 

2587. What do you wish to say in respect to 
that point ?—In the first. place, | understood Mr. 
Evans to say that he could not remember the 
amount of salary he received from Mr. Lefevre. 


2588. I do not think he quite said that. In 
relation to the trustees, he said he did not quite 
recollect the salary; but what were you going to 
say when I interrupted you?—He received 7207. 
a year from Mr. Lefeyre, to my knowledge, which 
was paid monthly at the rate of 607. a month. 

2589. Is there anything else that you wish to 
state ?—No, except that I remember the names 
of a few brokers who used to come to the office. 

2590. Who were they ?—A Mr. Morris, and I 
understood that he received 6007. a year. 

2591. And who else?—'There was a Mr. Brad- 
dock, Mr. Barclay ; I am not sure whether Mr. 
Valentine was a broker or not, but Mr. Valentine 
used to come, and Mr. Satterthwaite. 


Mr. Bourke. 


2592. With regard to this money that was sent 
to the Président of Honduras, President Medina, 
how did you know that that money was sent to 
President Medina?—Because it was publicly 
discussed in the office; the propriety of sending 
it was discussed beforehand. 

2593. Discussed by whom ?—Between Lefevre 
and Don Carlos Gutierrez and other persons con- 
nected with the affair. 

2594. Where used you to sit in the office >—I 
used to sit at a desk in the same room where the 
trustees held their meetings. 

2595. Was your desk in the same room where 
Mr. Lefevre used to sit ?—No, but Mr. Lefevre 
used to come out, and sit ee in the other room 
and have conversations. 

2596. And when you heard this conversation 
about the 10,000/. that was to go to the Presi- 
dent of Honduras, where was that ?—That was 
in the office where I sat. 

2597. Publicly out in the office where you 
sat ?—Yes. 

2598. What other clerks were there besides 
you at the time?—Mori, Denny, and Evans; 
nobody else. 

2599. How have you been employed since you 
left Senor Gutierrez ?—I have been employed in 

some 
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some literary work, and have lived in the 


country. 
2600. 
No. 
2601. Not since you left Senor Gutierrez ?— 
No. 
2602. Why did you leave Seiior Gutierrez ?— 
T had along illness, inflammation of the lungs, 
and I was unable to do anything. I wished to 
resume my duties, but Seiior Gutierrez had 


Have you had any salary from anybody? 


engaged someone else during my illness, so I lost 


my position.’ : . 
2603. Had you any disagreement with Sehor 


Gutierrez ?—Very trifling indeed; only on one 


occasion, that I can remember, we had a very 


trifling one. 


2604. Did you leave in consequence of that? 
—No, I remained with him long afterwards, a 
considerable time afterwards. Before I leave I 
wish to state that I had an interview with a Mr. 
Herran, the Honduras Minister in Paris yester- 
day, and he requested me to hand this document 
in to the Committee (handing in a document). 

2605. You say you were in Paris yesterday ? 
—Yes. 

2606. How came you to go to Paris ?—I went 
there partly for my health, and partly with a 
view to obtain some occupation. 

2607. Did you go in connection with anything 
in regard to the evidence you were going to 
cive before this Committee ?—No; I did not go 
with that object at all, but I happened to see in 
the English papers the report of the meetings of 
the Committee, and it was suggested to me that 
I should give evidencé in the matter, and I ac- 
cordingly called upon Mr. Herran. I had seen 
Mr. Herran before, and he wished that I should 
give evidence. Mr. Herran asked me also to 
give that in (handing in a paper containing a 


biography of Mr, Herran). 


Sir Henry Holland. 


2608. Why did you leave Mr. Lefevre’s 
office Because I was very unfairly treated. 

2609. Did you quarrel with him ?—Yes. 

2610. You said that you came forward to state 
that there were some variations with the facts in 
Mr. Evans’ evidence, but the only one you have 
mentioned was a mistake of your own, that Mr. 
Evans had mentioned a wrong salary. Have 
you any other points on which you contradict 
Mr. Evans’ evidence ?—I understand Mr. Evans 
to say that he knew nothing about the books that 
were kept at Mr. Lefevre’s office. 

2611. Those are the two points, are they ?— 
Yes; I understood him to say so; I was under 
the impression that he supervised the books. 

2612. Have you ever seen him supervising the 
ee ; do you know as a fact that he did ?— 

es. 

2613. Did he keep the books ?—No, his cousin 
kept them. 

2614. But he supervised them ?—Yes. 

2615. That you know of your own knowledge, 
do you?—Yes. 

9616. The only reason that. you suppose this 


was a Christmas box to Mr. Sharp is that it was 


sent at the time of Christmas; is that all?—Yes, 
that is all I know. 
2617. Mr. Sharp had been acting for some 


time before that as attorney for Messrs. Bis- 


choffsheim, had he not?—I believe so. 
2618. You have no reason to know that this 
0.64. 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


109 


Sir Henry Holland—continued. 


was not money paid on account ?x-I do; I know 
it was simply a Christmas box. 

2619. How do you know that, except that it 
was sent at the time of Christmas ?—1t was sent 
as a present. 

2620. Every cheque sent at Christmas is not a 
Christmas box; I pay many bills at Christmas 
which are not Christmas boxes ?—This cheque 
was sent as a present; I know that. 

2621. Who do you know it from ?—I know it, 
because Lefevre handed me the envelope, and the 
letter; and I read the letter; I saw the letter. 

2622. What did the letter say ?—The letter 
was to the effect that he sent this as a present. 

2623, That was signed by Lefevre, was it ?— 
Yes; it was a private letter written by himself, 
and signed by himself. 

2624. And which he showed to you?—Yes; 
I used to see the letters; I used to press many 
of them. 


Mr. Puleston. 


2625. Was acopy of that letter kept ?—I think 
so; no, perhaps not. 

2626. How do you know that it had any 
reference to the Honduras matter ?—Because 
Mr. Sharp was about that time employed in 
drawing up the Conventions, and I had been 
engaged the whole day at Mr. Lefevre s house in 
Piccadilly with Mr. Sharp, 1 remember that cir- 
cumstance ; I remember going frequently to Mr. 
Sharp’s office upon the business of the Honduras 
Loan. 

2627. Was he not Mr. Lefevre’s private solici- 
tor also ?—Yes, he was afterwards. 

2628. Do you know whether all the commis- 
sions and sums paid to brokers and agents and 
solicitors, and for these diamonds of which you 
have spoken, and so forth, were covered by the 
profits made by Mr. Lefevre, over and above the 
price at which he had to take the bonds, namely 
68/.?—I do not know for a certainty. 

2629, What is your opinion upon that ?—My 
opinion is, that it was paid out of the money of 
the public. 

2630. What do you mean by the money of 
the public ?—Out of the subscriptions. 

2631. You stated that he had to account to the 
Government for these bonds at the price of 68/. ? 
—Yes, there was an agreement to that effect. 

2632. Then you mean to say, that he had to 
pay the Government 68/., and that he had as 
profit all over and about 68 /. ’—He had an 
agreement with the Government to the effect that 
he should have the difference between 68/. 12s. 
and the selling price of the bonds. 

2633. Then it follows that he had to account 
to the Government for 68/. 12s. on every bond 
which he sold?—Yes; he ought to have done so, 
certainly. i a 

2634. And that all these sums to agents, in the 
shape of commissions and so forth, were covered 
by the profits over and above that ?—That may 
be supposed. : 

2635. Did you ever apply to Mr. Lefevre for 
any additional salary, or any present ?—Yes, and 
he repeatedly. broke his promises; he promised 
to increase my salary after I had been a year 
with him, and he did not increase it for four 
years; at the end of four years I was determined 
to have some increase, and he increased it to 
1502; and when I found that he was giving 
Mori 300J.a year, and that Mori twice nada 
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cheque for 1007. to my knowledge, I induced him 
to increase my salary to 200/. a year, which he 
did with great reluctance. 

2636. You said that some one advised you to 
give evidence here. Will you tell us who sug- 
gested that you should come here to give evidence? 
—Friends; different people have suggested it 
to me. 

2637. Can you mention any one who did so? 
—Mr. Strickland suggested to me that I should 
give evidence, the gentleman who first introduced 
me to Mr. Lefevre. 

2638. Anybody else that you remember ?— 
I have spoken to many people about it at dif- 
ferent times; I would rather not mention names. 
Mr. Herran’s son suggested that I should. 

2639. I am not sure whether I understood you 


‘rightly to say that a broker was in the pay of 


Mr. Lefevre; was it some Mr. Morris that you 
mentioned ?—I understood that Mr. Morris had 
600 7. a year. 

2640. How do you know that ?— Because 
cheques for 50 7. a month were paid to him; and 
not only that, but I had a conversation on that 
point with Don Carlos Gutierrez, and Don Carlos 
Gutierrez approved of that thing. 

2641. What bank were those cheques drawn 
on?—All the cheques that Mr. Lefevre signed 
were on the London and County Bank, to my 
knowledge. 

2642. At what time were those payments made 
to Mr. Morris; in what year ?—It was during 
the last 1870 loan; after the last loan was 
issued. 

2643. How long had these payments been 
going on ?—I really cannot recollect. 

2644. Have you ever been informed that it 
was a salary of 6007. a year ?—Yes, I heard so ; 
it was stated in the office. 

2645. By whom ?—Kither by Evans or Mori ; 
I cannot remember which. The books were 
kept by Mori at first, and then he was found in- 
competent or incapable, and Mr. Thomas Evans 
kept them for some time. 


Mr. Stephen Cave. 


2646. Had you anything to do with Mr. Bis- 
choftsheim ?—Nothing whatever beyond taking 
notes to his office, and going to his office occa- 
sionally. 

2647. Not since you left Lefevre ?—I applied 
to him for employment, and greatly against my 
own wish; I very much regret it; I was per- 
suaded to do so. 

2648. And did you obtain employment ?—No; 
he never answered my letter; that was just what 
I expected. 

2649. Why did you apply if you did not ex- 
pect an answer /—My wife induced me to apply 
to him. 

Sir Charles Mills. 


2650. In 1869 you say you were with Mr. 
Sharp and Mr. Lefevre in Piccadilly, and you 
passed the whole day there drawing up the con- 
vention ?—It was in 1869, or 1870. ; 

2651. It was in 1869 that the present of 3,000 Z., 
as you say, went to Mr. Sharp ?—Christmas, 
1869. 

2652. Are you aware whether Mr. Lefevre 
was living in Piccadilly in 1869 ?—He was living 
in Harewood-square for many years. 

2653. Was he living in Piccadilly in 1869 ?— 
I cannot be positive about that. 
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2654. But you stated that you were with Mr. 
Sharp and Mr. Lefevre during a whole day in 
Piccadilly ?—I was frequently at Mr. Lefevre’s. 
house or office for a whole day. 

2655. But was that in Piccadilly ?—I was one 
whole day in Piccadilly at Mr. Lefevre’s house. 

2656. In 1869?—No, I think it was in 1870; 
but I was so often at that house that I really 
cannot remember. I was once at Mr. Sharp’s. 


2657. You say that you were certain that that. 


83,0007. sent to Mr. Sharp at Christmas, 1869, 
was something to do with the Honduras Loan, 
because you had been occupied one whole day 
with him and Mr. Lefevre in Piccadilly ?—I did 
not know that I stated that. 

2658. Was Lefevre living in Harewood-square 
in 1869 ?—I cannot remember; I think it was in 
Piccadilly. I think after the cheque that was 
paid to him I only once met Mr. Sharp at Mr. 
Lefevre’s house. ie 

2659. You stated that the reason of the cheque 
being given was in consequence of the Honduras 
Loan, and that you knew it was in consequence 
of the Honduras Loan, because you had been in 
the house with him a whole day drawing up the 
convention ?—I was not aware that I stated that 
as the absolute reason. I was frequently sent to 


Mr. Sharp’s office on the business of the Hon- 


duras Loan, both before and after the occasion 
on which I met him at Mr. Lefevre’s house. 


Chairman. 
2660. You left Mr. Lefevre’s on account of a 


quarrel ?—I was so unfairly treated. He gave: 


100 Z. as a Christmas box to his clerk Mori, and 
he had given him another 1007. within the year, 
and he gave me nothing at Christmas, and 1 did 
not like it. 

2661. And what did you do?—L left. 

2662. You gave notice, did you ?—I was very 
unwell, and he gave me leave of absence for some 
time, and I did not return. . 

2663. Did you part in anger ?—I was obliged 
to employ a solicitor to recover a sum of money 


which he owed me for extra work done out of 


office hours. ; 

2664. And did you give notice to leave him ? 
—No, I did not give any fixed notice; he asked 
me to go once. 

2665. He did wish that you should go?—At 
one time. 

2666. On what terms were you; what notice 
did your engagement require ?—I was paid by 
the month, and so I should have required a month’s 
notice. 


2667. And he gave you a month’s notice, did, 


he ?—I do not :remember his giving me a month’s 
notice; he was very impetuous, and on one 
occasion he said “ you had better go.” 

2668. And were you “ impetuous” too ?—I do. 
not know. 

2669. Were you angry?—Yes, I certainly 
was. 

2670. Did you have a quarrel?—I thought I 
had been badly treated, and he used to tell me 
not to lose my temper. ‘ 

2671. Have you ever seen him since ?—Never. 


2672. Or had any communication with him ?— 


Yes, I applied for the money which he owed me. 
He had promised me money for extra work done 
at his house on Sundays, and he did not pay it 
me, and he had offered me 100 7. to go, to leave 
his office, and he sent me only 507.; and I ppt 

or 
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for payment of the 100/., and he would not pay 
it, and I had to employ a solicitor. - 

2673. Did you get it ?—Yes, eventually. 

2674. You were receiving what salary ?— 
£. 200 7: a-year at that time. 

2675. And you were on a month’s notice ?— 
Yes. 

2676. Why should he offer you 1007. to go? 
—I do not know why, but he did. 

2677. He could have got rid of you cheaper 
than that?—Yes. Li 

2678. In fact, you parted on very bad terms? 
—- Very. 

Mr. Bourke. 
2679. Have you written to Sefior Gutierrez 


_ avithin this last year?—Yes. 
2680. Within the last six months ?— Yes, 


2681. Within the last.month?—No. I wrote 
to his wife, not to Sefor Gutierrez. I wrote 


first to Seftor Gutierrez, but he did not answer 
my letter, he answered my letter through his 


- wife. 


2682. Did you write to his wife ?—I wrote to 
him, and he did not answer my letter, but his 
wife did. 

2683. How many letters did you write to 
him?—I think three; not more than three. 

2684. When was the first ?—I cannot recollect 
the date. 

2685. A year ago?—I left him nearly three 
years ago; two years and a half ago, in 1872. 

2686. When did you write to him the first of 
these three letters?—That was after I had re- 
covered from my illness, and I wanted to know 
if he would employ me again. 

2687. How long ago is that?—About two 
years and a-half ago. 


2688. And what did he say, or what did his 
wife say ?—His wife told me that he would give 
me recommendations, but he could not do any- 

_ thing further for me. 

2689. Was the second letter from you to the 
same effect as the first?—No; in the second 
letter I asked him to lend me some money. 

2690. What was the answer to that ?—He lent 
me 10/., and I repaid it to him. 


2691. And the third letter, what was that 
about?—That was to ask him to lend me some 
money again, and offering the security of some 
shares that I had. 

2692. And how did you repay him that first 
102. ; by letter ?—I repaid it by cheque. 

ahh Did you enclose the cheque in a letter? 
—Yes. 

2694. Then you wrote him a fourth letter ?— 
Possibly I did; I wrote to his wife another 
letter. 

2695. I thought you told us a few minutes ago 
that you wrote letters to him, but his wife 
answered these letters ?—I wrote to him first of 
all, and he did not answer my letter, but his wife 
did; so then I wrote to his wife, and all the 
correspondence that took place took place be- 
tween myself and his wife after that. 


2696. You, told us you wrote three letters to 
Signor Gutierrez ?—1 meant that I wrote only 
one letter, to my recollection, to him. I will 
not swear to that; I really cannot be positive 
how many letters I wrote; I do not wish to con- 
_tradict myself. 
2697. Did Madame Gutierrez acknowledge 
the receipt of this 10 2. ?—Yes. 
0.64, 
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Mr. Bourke—continued. 

2698. Have you got her letter ?—Yes, I have 
it at home. 

2699. You have not got it here ?—No. 

2700. Have you got any more of Madame 
Gutierrez’s letters ?—Yes, several. 

2701. That were written by her within this 
last two years 7/—Yes. 

2702. Now we come to the last letter; what 
was the last letter that you wrote to Sefior 
Gutierrez ?—I wrote asking him to advance me 
some money, not fixing any amount, upon the 
security of some shares in a building society 
which I had. 

2703. How long ago was that?—That I can- 
not remember; I cannot state positively ; it may 
be three months, or it may be four months. 

2704, Cannot you recollect when it was ?— 
No, I cannot recollect the exact date. 

2705. Was it one month ago?—No, certainly 
it was more than one month ago; to the best of 
my knowledge it was four months ago, but I can 
ascertain by getting the letter of Madame 
Gutierrez in reply to mine. 

2706. Was there nothing in the letter except 
a request for a loan ?—In my letter, I think not. 

2707. Are you sure?—No, I am not sure; I 
have had a great many anxieties. 

2708. Come now; you can tell us what was 
in the letter besides that ?— No, I cannot. 

2709. But you are not sure whether there was 
anything else in the letter besides the request for 
a loan ?—No, I am not sure. 

2710. And what was the answer to that ?—A 
refusal. 

2711. Did you say anything about the Hon- 
duras Loans in that letter ?—No, I cannot remem- 
ber. Now youremind me, I did allude to the 
Honduras Loan in one of my letters. 

2712. What did you say about that ?—I really 
cannot recollect now, exactly, what I said. 

2713. Yourecollect alluding to it ?— Yes. 

2714. Come, tellus what you said ?—I have no 
object whatever in concealing anything that I 
said; but I really cannot recollect exactly what I 
said. I expressed some hope in one of my letters 
that the railway might be completed. That is 
nearly two-years and a-half ago. 

2715. Was that merely out of affection for 
Honduras, or was it because you expected to get 
your salary paid ?—No, I had no object whatever 
in that; but Don Carlos Gutierrez | knew always 
wrote to the Government that the completion of 
the railway was the object which he had most at 
heart; and so in one of my first letters, written 
about two years and a-half ago, shortly after 
leaving him, I expressed a hope that the railway 
might be completed. There was nothing very 
unreasonable in that, f imagine. 

2716. And you thought the expression of that 
sentiment might induce him to lend you 10 /.?— 
No, I did not. 

2717. What was the object of putting it m the 
letter ?—Something to say. , 

2718. As to the last letter, was there nothing 
in the last letter to Seftor Gutierrez about this 
Committee ?—I1 think not; certainly nothing 
about the Committee. 

2719. Nothing about evidence before this Com- 
mittee ?—No, nothing whatever. , 

2720. Or nothing about this inquiry at all ?— 
No; I gave evidence before this Committee on 
the spur of the moment, and from seeing the evi- 
dence published in the papers in Paris. 


O04 2721. Did 
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Chairman. 

2721. Did you see the bill for these jewels from 
Messrs. Emmanuel ?—No, | did not. 

2722. Which Emmanuel is that ?—I do not 
know; I only heard it stated that the jewels were 
bought from Emmanuel, the jeweller; I am not 
aware that there are two Emmanucls. 


Mr. Whitbread. 


-2723. Since the time that you recovered the 
money which was owing to you by Mr. Lefevre, 
have you had any communication, direct or indi- 
rect, with him?—Yes, I wrote to him once after- 
wards. 

2724. What was the nature of the letter ?— 
Well, I thought that he had treated me very 
badly, and I appealed to his better feelings, if he 
had any left. 

2725. About what date ?—I really cannot re- 
member the date. 

2726. A year ago?—Yes, more than that. 


2727. Since that letter, have you addressed any 
communication, direct or indirect, to him ?—Not 
since my last letter. 

2728. Not since that letter which you have 
referred to ?—No, not since the letter to which I 
allude. 

2729. In this last year have you addressed any 
communication to him, either direct to him or 
through any other person ?—I have addressed no 
communication to any other person about him to 
my knowledge, to my recollection. 


2730. You answered that you had not ad- 
dressed any communication to him, direct or 
indirect, in the last year?—I mentioned his 
name in one of my letters to Madame Gutierrez ; 
I certainly did that. 

2731. About what date ?—I should think it 
would be about a year ago. 
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Sir Henry James. 


2732. Have you written to Mr. Bischoftsheim. 
You have told us of applications to Senor 
Gutierrez; but have you written to Bischoffs- 
heim also ?—Yes, I-did once. 

2733. When was that once ?—Not very long 
ago. 

“O734, For what did you write to him?—I 
applied for some employment. 

2735. Anything else but employment ?—No- 
thing whatever. 

2736. I will ask you, in fairness to those who: 
are absent, did you ask him for any money, or 
any loan ?—No. 

2737. And what employment did you want 
from him ?—Employment as translator or corre- 
spondent. 

2738. Did you get any employment from 
him ?—No, he never answered my letter. 

2739. When was that ?—Not very long ago; a- 
few months ago. 

2740. Months, or weeks, or days ?—Months. 

2741. Before you heard of this Committee ?—- 
Before I heard of the Committee. 

2742. Are you quite sure of that ?—Quite. 

2743. That is the only application you have 
made ?—Yes. 


Sir Charles Russell. 


2744. You have stated that you were in Paris. 
yesterday, but you have not told the Committee 
when you went to Paris?—I went to Paris on 
the 1st of March last. 


Mr. Puleston. 


2745. As you did not know the name of the: 
jeweller, or where these diamonds were bought, 
‘how did you know what they cost ?—Because 
Mori stated it. 

2746. You know it on his authority ?—Yes. 


Mr. Ricuarp Evans, re-called; and further Examined. 


Sir Henry James. | 

2747. As far as I recollect, the last witness 
has stated that you were present when some 
diamonds were mentioned ?—That is the first I 
have ever heard of them. I never was present, 
and never have seen them, and do not believe it, 
because I must have heard about a thing of that 
sort if it had taken place. 

2748. You state that you know nothing what- 
ever, directly or indirectly, about that ?— Most 
assuredly not. Secondly, as to my having ever 
superintended the keeping of the books, I do not 
understand book-keeping; I am not able to 
superintend the keeping of books, and never 
made an entry in a journal, or a ledger, or any 
set of books in my life. 


~ Mr. Bourke. 


2749. The last witness said you were running 
backwards and forwards on this business to Mr. 
Bischoffsheim’s office a dozen times in the day ; 
is that correct?—That is perfectly untrue; I 
never went to Mr. Bischoftsheim’s in my life 
more than three or four times a day, and it was 
generally about other business altogether. 


Sir Henry James. 


2750. I gather from what you say that you 
were in communication between the two offices? 
—I very seldom went on account of Lefevre to 


Sir Henry James—continued. 


Mr. Bischoffsheim; it was on account of other 
business. 


Mr. Kirkman Hodgson. 


2751. You were in the habit of going to 
Mr. Bischoffsheim then ?—Yes, for business en- 
tirely foreign to this. 


Sir Charles Russell. 


2752. Was it the fact that Mr. Gossip sat at 
a desk in the same room in which the trustees 
conducted their business?—The trustees some- 
times ccnducted their business in a room where. 
Mr. Gossip was not sitting ; generally they did 
sit in a room where Mr. Gossip was not sitting, 
but sometimes on other occasions, in cases of 
emergency, when they wanted to speak so that 
no one could overhear, they sat out in a corner ; 
they did their business very quietly. My in- 
structions several times were “ Do not speak 
quite so loud.” And with reference to the sum 
of 10,000 7. that Mr. Lefevre is said to have dis- 
counted, this is the first I ever heard of it. If 
any sum was ever sent to Honduras it was done 
by bills being drawn under the clause by which 
the Government was to get a certain amount of 
money, and those bills were paid by the trustees, 
and those bills are in their possession now, 1 
presume. 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


Mr. Bourke. 


2753. Did you hear any conversation between 
Mr. Lefevre and Seftor Gutierrez in the presence 
of the last witness about 10,000 /. being given to 
President Medina ?—Certainly not. The modus 
operandi of any money going to the Government 
is entirely through the trustees, out of a sum of 
money set aside in the trust deed. 


Mr. Kirkman Hodgson. 


2754. How would you send money from Eng- 
land ?— Whether it was the Government, or 
whoever they were, the bills were always in 
Spanish, and therefore I did not understand them ; 
but they were drawn from the country, and sent 
over here through merchants, either to Don 
Carlos Gutierrez or sold to other merchants over 
there. 

2755. Then under no circumstances could a 
remittance be made from this country to Hon- 
duras ?-—Not unless silver was absolutely pur- 
chased in the market, and absolutely sent there. 

2756. It could be sent, of course, by a credit 
if a credit was opened in New York for instance, 
the people in Honduras could draw upon that 
credit, or order the agent in New York to draw 
upon that credit in London? — Yes, but they 
would send the bills here to get the money for 
them here. 

2757. Then you discredit the story of these 
10,0007. worth of bills having been discounted 
for 8,000 7. by Mr. Lefevre, and _ those 8,000 /. 
having been sent to Honduras?—I never heard 
of such a thing. 


Sir Henry James. 


2758. Do you think if it had been done it 
~ would have come under your cognisance, from 
the pusition which you occupied at Mr. Lefevre’s ? 


Mr. JAMES BARCLAY, 


Sir Henry James. 
2765. I. BELIEVE you were formerly in 
_ business as a broker, but you have now quitted 
that profession ?--Yes. 


2766. And are living in Scotland, I believe ? 


—Still a member of the Stock Exchange. 
‘£9767. Your name has been mentioned as 
having had some dealings in respect to this Hon- 
duras Loan. Will you be good enough to tell 
us a few facts. Were you at all employed as a 
broker to act for Mr. Lefevre in purchasing the 
Honduras Loan ?—Yes. 

2768. Will you tell me, if you please, was that 
the 1867 and 1870 Loan ?—Both. 

2769. What was the nature of your dealings 
generally ; what were you employed to do?—At 
first, to sell stock. 

2770. When did that dealing commence ?— 
About the end of 1868. | 

(2771. Who had the stock in hand at that time 
to sell ?—I believe Bischoffsheim and Lefevre; I 
understood so. 

2772. That would be, of course, the 1867 
Loan ?—Yes. 

2773. What steps did you take to sell the 
stock ?—At first I could not sell it at all. 

2774. In what way was that; was the market 
bad or flat at that time ?—It was not bad or flat, 
but it was a nominal market. 

2775. Did you take any steps to create a 

market for the loan ?—No. 
0.64. 
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—I think I should have heard something of it. 
Mr. Lefevre, out of his own pocket, would not 
have taken these bills; he must have had to get 
the money from Don Carlos Gutierrez. Who 
threw away 2,000 /.? 


Mr. Bourke. 


2759. Do you want to explain anything 
else ?— As far as I know of Mr. Gossip, I 
understood that he left Mr. Lefevre because 
he was a very dissatisfied man while in his ser- 
vice. He was not a bookkeeper, and Mr. Mori 
was brought in to keep these books, and given a 
salary accordingly. As for the 3,000/. cheque 
to Mr. Sharp, I never heard of that either. 
That I might not have heard of because I did 
not know what transactions took place; but I 
think I should have heard; I do not think it is 
at all probable that that took place. 


Mr. Edward Stanhope. 


2760. Is Mr. Mori in London ?—I do not 
know; I have not seen him for a long time. 

2761. Or Mr. Denny?—I do not know; he 
was some little time since. 


Mr. Kirkman Hodgson. 


2762. Mr. Gossip has just come from Paris, 
and you have just come from Paris also?—Yes; 
I left Paris on Monday: last for the purpose of 
attending this Committee. 

2763. But you went to see Mr. Lefevre in 
Paris on this subject ?—Yes; he said to me that 
he meant to tender his evidence to the Com- 
mittee. 

. Sir Henry James. 


2764. A letter has been received from Mr. 
Lefevre on that subject ?— 


called in; and Examined. 


Sir Henry James—continued. 


2776. How did you get rid of it ?—The public 
commenced to come for it to the dealers. 

2777. Can you give the Committee any in- 
formation how it was that this demand arose ?—I 
cannot. 

2778. Were any steps, to your knowledge, 
taken to make a market, or was it natural ?—No 
steps were taken to my knowledge. 

2779. Is it your idea that it was a natural 
demand from the public confidence in Honduras? 
—I think so... . 

2780. To what extent did you sell the stock, 
speaking now of the 1867 Loan ; in general 
terms, to what extent did you sell it for Mr. 


Lefevre ?—I really cannot tell; but it was very- 


small at first. 

2781. As you went on and got rid of it during 
1868 and 1869, to what extent did you sell for 
him ?—I cannot tell. nt 

2782. About what ?—I cannot tell. 

2783. Have you no reference to books to refer 
to 2—Not now. 

2784. Where are the books ?—I did not think 
I should require the books again. 

2785. Did you get rid of them when you went 
out from business ?—Yes. 

2786. They are destroyed, in fact ?—Yes; I 
am very sorry they are, but I did not think that 
I should require them again. 

2787. I suppose it was long ago that that was 

FP done 


Mr, Evans. 
8 April 1875, 


Mr. Barciay. 


Mr. Barclay. 
8 April 1875. 
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done, when you went out of business, and it 
had nothing to do with this matter ?—Nothing 
at all. 

2788. Were your dealings in this matter large 
or small?—-Very small at first, and afterwards 
they increased. 

2789. In selling ?—The 1867 Loan, yes; and 
sometimes buying as [received orders. 

2790. For what purpose did you buy ?—When 
the market was flat | received an order to buy 
some stock. ; 

2791. From 
Evans. 

2792. But on the part of whom was Mr. 
Evans acting; was it Mr. Lefevre?—Yes. 

2793. That was, I presume, to strengthen the 
market ’—Well, I suppose so; but I acted as I 
got orders. 

2794. Did you then go to the jobber in the 
way Mr. Tucker has told us, and give him orders 
to buy ?—First the jobber would come to me 
and say that there were lots of sellers about, and 
I reported that the first time Mr. Evans came to 
my office and asked what was going on (I was 
not in the habit of going to Mr. Lefevre’s offices 
in Lombard-street), and Mr. Evans would go 
with the information to Mr. Lefevre, and come 
back with the order, “Take so much stock,” 
which I bought on commission. 

2795. What did you then do with that stock ? 
—At the settlement it would depend on the 
balance which side it was. If it were a debtor 
balance to Mr. Lefevre he would take the stock 
and pay for it. 

2796. If you had any in hand did you hand 
that over to Mr. Lefevre ?— Yes. 

2797. If you had sold stock in excess of what 
you bought, I suppose you would hand him a 
cheque for the produce of the sale ?—Yes. 

2798. Was this an ordinary broker’s transaction 
between you and Mr. Lefevre ?— Yes. 

2799. You obtaining your commission?—Yes. 

2800. And that was all you had to do with it? 
—With the 1867 Loan. 

2801. When did you conclude your transac- 
tions with the 1867 Loan?—As far as I can 
remember, I think about the autumn of 1869. 

2862. Did you get with the jobber the market 
price of the day as quoted, or was there any fixed 
rate below that market price as quoted ?—I got 
the price from the jobbers, their buying price. 
It was a very bad price at that time for Honduras 
bonds. 

2803. Would it be quoted officially as a buying 
price ?—My bargains might not be quoted at all. 

2804. I presume the jobber took from you 


that be?— Mr. 


whom would 


something below the lower price if he came and - 


said he would take some stock from you ?—Yes, 
occasionally,.if it was a large amount. 

2805. About what rate would that be ?—It 
would depend entirely on the view he took of the 
market. 

2806. If the market was flat he would want 
more cover?—Yes; if it was a good market he 
would not want any. © 

2807. What dealings had you in the 1870 
Loan ?—I commenced to deal in the scrip, that is 
the 15 /. paid, after allotment. 

oe Had you any dealings before allotment? 
—Yes. 

hehe That is to say before anything was paid? 
—Yes. 

2810. That would be quoted, I suppose, at 
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whatever it was?—It would not be 
at all. 

2811. And the dealing would be one-and-a-half 
or two premium ; something of that sort ?—Yes. 

2812. It is quoted in the public press o—Yes; 
all premiums, all loans are quoted; Russian, and 
all sorts of loans. 

2813. Were you dealing at that time by the 


quoted 


instructions of any one ?—By the instructions of - 


Mr. Evans on account of Lefevre. 

2814. Can you tell us. before anything was 
paid on allotment, to what extent did you deal in 
the loan ?—I cannot tell exactly the full extent; 
I can tell the amount of stock which I delivered 
about, on the special settlement granted by the 
Committee. 

2815. Delivered to whom ?—They were de- 
livered at Lefevre’s office. 

2816. How much of that did you deliver ?— 
As far as I can remember, or recollect, about 
600,000 /. nominal scrip. 

2817. That you had purchased ?—The balance 
of account. 

2818. You had sold some for him?—F had sold 
as the dealers wanted it. 


2819. I am speaking now entirely of dealings: 


before the allotment ?—Yes. 

2820. The gross amount of the purchase you 
cannot tell the Committee now ?—Not now. 

2821. Was it considerably in excess of that 
sum which you have mentioned, do you think ?— 
It must have been. 

2822. You must have paid to the jobber a sum 
of money for that 600,000 Z., if it was at a pre- 


mium ?—TI paid the sum mentioned in the news- — 


papers, as stated at the previous sitting, for this 
scrip. 

9823. Do you recollect what that was?—I do 
not recollect now. There was one for 50,000J. 
odd ; it was something like 90,000 7. altogether. 

2824. That money, I presume, you received 
from Mr. Lefevre?—I received two cheques,. 
signed by Mr. Lefevre, for that amount. 


9825, That would be after the allotment ? —On ; 


the settling day, after the allotment. 

2826. So that the money had been paid in by 
the public at that time, the 157,?—I presume 
so; 1 cannot say what money it was; it was Mr. 
Lefevre’s cheques. 

2827. After the settling day, did you go on 
buying or selling? —I did nothing; the war 
panic came; there was nothing to be done. 

2828. Though there was nothing to be done in 
speculation, the scrip seems to have got out of 
the hands of the public; do you know of any pur- 
chases shortly after the settling day ?—No. 

2829. Did you not deal at all, on the part of 
the contractors, or Lefevre, after that time ?— 
Not for some time, I did not buy serip. 

2830, When did you begin again?—I do not 
think I bought scrip after the settling day, 

2831. Did you buy bonds ?—No; not then, 

2832. I do not limit you to a particular time 
after the settling day; but at any time did you 
recommend the purchase of stock ?—I executed 
some buying orders. 

2833. For Mr. Lefevre ?—Yes. 

2834. To what extent about?—It might be 
10,000 /. stock, or 15,000 7. stock. 

2835. Do you mean to say that was the aggre- 
gate sum ?— As far as I can remember. . 

2836. ‘Not more than that ?—It might be more, 
sometimes. 

2837. J am 


. 


_ time 


Sir Henry James—continued. 


2837. I am not speaking of particular trans- 
actions; but in the whole, how much stock did 
you buy back for Lefevre ?—It is impossible for 
me to tell now. 

2838. Can you give us any idea; was it 
50,000 7. or 250,000 /., or any sum you can men- 
tion ?— Altogether, do you mean? 

9839. Yes, after the settling day ?—It might 
be over 50,000 /., as far as I can recollect. 

2840. Did you not deal largely in this stock 
after tle settling day ?—Not fora considerable 


9841. Take the year 1871; during the year 
1871 were you not dealing largely in it ?+- 
Yes. 

9842. To what extent do you think you have 
dealt in the whole, selling or purchasing?—I was 
then selling ; very little purchasing. 

9843. You got, as I understand, 600,000 /. 
balance of the scrip; did 


2844. Definitive bonds ?—Yes. 

9845. And it was, 1 suppose, a sale on the 
art of Mr. Lefevre ?—Yes. 

2846. And you rendered an account to him of 


_ the monies received in the market ?— Yes. 


9847. In that way, I suppose, the stock got 
into the hands of the public ’—Yes. 

2848. Were any steps taken to keep the market 
up during the year 1871 ?—Not to my know- 
ledge. 

9849, You, of course, had no participation in 
that; but did you know of the unnecessary draw- 
ings in April and September 1871 ?—No. 

9850, You saw the announcement, I suppose ? 
Yes, by the prospectus; I know nothing about it. 

2851. You were aware of the fact?—Yes. 

2852. Did those drawings strengthen the mar- 


* ket ?—1 do not think the drawings had any 


effect on the market. 

9853. You think it had no effect on the market? 
—My opinion is that ithad no effect on the market. 

2854. Do you know whether the whole of the 
stock which you had purchased was resold; I am 
speaking now of the loan of 1870 ?—Some of that, 
T think, was sold at a loss. 

2855. Yes, the market fell at the time; but 
never mind the price; was it, as a fact, all got 
rid of ?—I do not know; I] am not aware if the 
whole stock is sold now. 


q ‘ 
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Sir Henry James—continued. 


2856. When did you cease to act as broker for 
Mr. Lefevre? — When the ship loan was an- 
nounced ; I had no dealings for some time before 
that, but I ceased then. 

2857. In May 1872, did the market stop 
generally, or did only you cease to deal? —I 
ceased to deal. 


Mr. Kirkman Hodgsen. 


2858. With regard to these dealings which 
took place before the allotment, you knew that 
they came from Mr. Lefevre; these large pur- 
chases and sales which you made before the 
allotment of the loan of 1870, you knew they all 
came from Mr. Lefevre ?—Yes. 

2859. And there was the customary quotation 
of one-and-a-half to two premium ?—Yes. 

2860. And that strencthened the market, on 
the supposition that the public were buying ? 
There were more sellers than buyers, I 
think. 

2861. But there were sellers with the inten- 
tion of getting the one-and-a-half premium, who 
would pay their 150. in order to take the allot- 
ment; I mean the whole operation was artificial ; 
it was the issuer of the loan who was buying in 
the market in order to make the public believe 
that it was a genuine affair, and that the public 
were anxious to take it ‘—Yes. 

2862. That is commonly called rigging the 
market, is it not?—No, that is not rigging the 
market. ~ 

2863. But has it a very considerable family 
resemblance to rigging the market; what would 
you call rigging the market ?—Making too large 
a premium and catching the bears, which they 
did not do; so they did not rig the market. 

2864. They only rigged the public ?—No, the 
public rigged the premium, I think. 


Sir Charles Russell. 


2865. As you have retired from business, per- 
haps you would be disposed to tell us (I am sure 
you would if you could) what is a pocket order. 
We have had the term used before repeatedly, 
and everybody seems to have the greatest diffi- 
culty in explaining it; can you throw any light 
on it?—I am sorry that I cannot explain it; I 
never had a pocket order, and 1 do not know 
what it is. 


Mr. Grorce Hatrieitp Gossip, re-called ; and further Examined 


Chairman. 


9866. Have you any further statement that 
you wish to make to the Committee ?—Yes. 
With regard to the cheque for the 3,000 /. which 
I took to Mr. Sharp, I was under the impression 
that I had not, stated positively that it was at 
Christmas 1869. I wish to state that I am quite 
positive that I took a cheque for 3,000 2. at 
Christmas to Mr. Sharp’s office ; but Mr. Evans’ 
evidence has refreshed my memory so far, that I 


Chairman—continued. 


believe it was before Mr. Evans’ connection with 
Mr. Lefevre, and then it might have been 
Christmas 1867 or 1868. I cannot be positive 
about the date. There was only another clerk, 
Denny, with Mr. Lefevre then, to the best of 
my recollection, when that cheque was taken. 
It might have been at Christmas 1867 even ; but 
it was about the time that one of the Honduras 
Loans was being brought out. 


Mr. Witiiam M‘CANLISH; sworn. 


Sir Henry James. 


2867. You were a partner in relation to this 
Honduras Railway with Mr. Charles Waring, 


_ were you not?—With Messrs. Waring. 


0.64. 


Sir Henry James—continued. 


2868. And I think you got the contract for 
the first section originally, did you not ?— 
Yes. 


P2 2869. Which 


» Mr. Barclay. 


8 April 1875. 


Mr. Gossip. 


Mr. 
M‘Canlish. 


Mr. 
M<Canlish. 


8 April 1875. 
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2869. Which was afterwards transferred to 
Messrs. Waring ?—Yes. 

2870. Did you make asurvey of the line before 

ou made that contract ?—No. 

2871. Did you go out at all and see the 
country, or send any one to do so ?—Not till 
after the contract was made. 

2872. What docunient had you before you, or 
what information, at the time you made the con- 
tract ?—I had surveys which had been prepared 
by an American engineer, I believe, for a com- 
pany which had been proposed to be formed some 
years before; a prospectus of which I had seen. 

2873. Had you seen Colonel Stanton’s report ? 
—No. 

2874. Were these surveys such as you have 
when you have a survey of a railway in England, 
with that incomprehensible entity, a datum line? 
Hes. 

2875. And the gradients and quantities worked 
out ?—Yes. 

2876. Were they vouched in any way ?—I do 
not recollect whether they were or not. | 

2877. We see in the prospectus that the docu- 


ments are said to be at the offices of Messrs. Baxter, 


Rose, & Norton. Did you see any report from 
Colonel Stanton?—No; I never saw any report 
from Colonel Stanton. 

2878. And that was all the information you 
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Sir Henry James—continued. 
had at the time you made your first contract ?— 
That was all the information regarding the par- 
ticular country. I had a good deal of experience 
in making railways abroad. 

2879. You heard Mr. Charles Waring’s evi- 
dence so far as relates to the receipt of money, 


and the information he had given to the Com- 


mittee on the subject; I believe you agree with 
that evidence ?—Quite. 


Sir Henry Holland. 


2880. Mr. Waring said that you were of 
opinion that the line, when completed from sea 
to sea, would be aremunerative railway; but that 
of course it would be no use unless completed from 
sea to sea; is that correct; is that your opinion? 
—That is my opinion. I may say with regard to 
the first section which we completed and opened, 
that the result of the working of that during our 
time of working it, led me to believe that that 
section would more than pay its working ex- 
penses; which I did not expect. 

2881. That it would leave something over its 
working expenses ?—Yes; if properly worked. 

9882. And if the second section had been 
completed, would that have materially aided the 
first section ?—Yes; I believe it would. 

2883. The second section was to be completed 
to the capital, I think ?—Yes; to Comayagua. 


: 
; 
I 
| 
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Mr. Stephen Cave. 
Mr. Kirkman Hodgson. 
Sir Henry Holland. 
Sir Henry James. 

Mr. Lowe. 

Six Charles Mills. 

Mr. Puleston. 


Sir Charles Russell. 
Mr. William Shaw. 
Mr. Solicitor General. 
Mr. Edward Stanhope. 
Mr. Walter. 

Mr. Whitbred. 

Mr. Watkin Williams. 


Tur Rieur HonovurasLte ROBERT LOWE, in THE Cuarr. 


Mr. EpwIin FRESHFIELD; sworn. 


Chairman. 


2884. Do you hand in a letter, and a medical 
certificate ?—I do. 


2885. From whom is the letter ?—Mr. Henry 


Louis Bischoftsheim. 


Chairman—continued. 
2886. Is it signed by him ?—It is. 


Mr. 


2887. And the certificate is signed by whom? E.Freshfield 


—By Sir James Paget and Dr. J. D. Chepmell. 
( The letter and the certificate were then handed in. ) 


Mr. Epwin WATERHOUSE ; sworn. 


Sir Henry James. 


2888. | BELIEVE you are an accountant by 
profession ; will you give the Committee the 
name of your firm ?—Price, Waterhouse & Com- 

any. 

2889. I believe the Committee have caused to 
be placed before you the books and documents 
given in evidence in the course of this inquiry ? 
—They have. 

2890. I believe you have examined them, and 
made an abstract of a portion of them ?—I have. 

2891. Will you be good enough to hand in, 
for convenience sake, to the members of the 
Committee, a print of the figures in relation to 
which your evidence will apply. (Lhe Witness 
did so, vide Appendix. ) 

2892. Will you state to the Committee what 
materials you had for making out these accounts? 


; _ —The books of the general trustees of the loan 


of 1867, from their appointment to the 5th of 
August 1871, and the books of the general 
_ trustees of the loan of 1870, from their appoint- 
ment to the 5th of August 1871, with the ex- 
ception however of the ledger, which was not 
amongst the books handed to me. 

2893. I believe the books in relation to the 
loan of 1867, are almost complete in relation to 
time and disposal of the bonds and the cash ?— 
They are. 

2894. But in relation to the loan of 1870 there 
is a period beyond August 1871, which is not 
covered by the books ?—That is so. 

2895. Mr. Davids ceased to be trustee, and the 
books beyond that date have not been placed 
before the Committee ?—That is so. 

2896. Will you give evidence first in relation 

to the loan of 1867; that is covered by the 
paper No. 1, which has been handed in to the 
Committee ?—Yes, it is headed “The Honduras 
0.64. . 


Sir Henry James—continued. 


Railway Loan of 1867. Summary of receipts 
and expenditure as shewn by the books of the 
general trustees to 5th August 1871.” 

2897. Will you first, if you please, take the 
receipts; I presume these are receipts by the 
general trustees ?—Yes. 

2898. Will you read what you have got 
there ?—“ Receipts to Deposits on application 
and allotment, 69,3457. Second Instalment, 
46,220/. Third Instalment, 150/. Fully paid- 
up scrip, 30,400 /.,” making a total of 146,115 7. 

2899. Does that third instalment of 150 /. re- 
present all that was paid py the public at the time 
when the third instalment of the 1867 loan be- 
came due ?—All appearing by those books. 

2900. If the books be correct, the public only 
held stock to the extent represented by 1507. on 
the third instalment ?—That is so. 

2901. Now, will you go on and read the other 
receipts ?-— To Paris receipts, 3,665 U. 17 s. 8 d.” 
_ 2902. I believe. you have had placed before 
you a certificate, given to the Stocks Exchange 


committee, that a portion of the loan had been. 


placed in Paris ?—Yes. 

2903. Do you find any trace of any other 
money coming from Paris except that 3,665 1. ? 
—WNo. 

- 2904. Will you proceed ?—“ To cash received 
on sale of bonds as per contra, 469,443 /.4s. To 
proceeds of sale of ore, 8611. Os. 5d.,” and the 
sum total received in cash is 620,085 /. 2s. 1d. 

2905. Is that all from the books sent you can 
find was received in respect of this 1867 loan ?— 
Yes. . 

2906. You do not find any more ?—I do not 
find any more. 

2907. Now, will you come, as far as you can 
trace it, to how this money has .been disposed 

"Ps of ; 


12 April 
1875. 


Mr. L. 
Waterhouse 


Mr, £. 
Waterhouse. 


12 April 
1875, 


118 


, 
Sir Henry James—continued. 


of; the expenditure, I believe, you put out in 
two columns; first, the disposal of the bonds, 
taking them at their nominal value, and then the 
disposal of cash ?—Thatis so; “‘ Bonds exchanged 
for scrip, 39,5002.; bonds given to Messrs. 
Bischoftsheim & Goldschmidt, to exchange for 
scrip, 10,000/.; bonds given to Messrs. Bischoff- 
sheim & Goldschmidt on account of commission 
and expenses of Selves and Lefevre, 108,500 1.” ? 

2908. That means nominal value, 108,500 Z. |; 
—Yes; “ Bonds were soid to Lefevre, 631,200 7, 
bonds given to contractors, 200,000/.; bonds which 
were cancelled, being drawn before they were 
issued, 10,800/.;” amounting: to the whole, 
1,000,000 2. 

2909. Now, will you come to the second 
column of your expenditure, that “in cash ”?— 
* Bischoffsheim & Goldschmidt, suspense account, 
Sa GIs pee oly Me a Sa A 

2910.Have you any explanation to give of 
that suspense account; can you trace it in any 
way ?—They were payments of cash amounting 
to about 145,000 7., of which sum 20,000 /. were 
afterwards returned, and that is the balance 
standing to the debit of the account. 

2911. For what purpose was this suspense ac- 
count ’—It does not say. 

2912. Was it for the purchase of scrip ?—No 
doubt it was for the purchase of scrip. 

2913. Can you trace that it was given for a 
specific purpose?—-I can trace that the stock 
exchanged for scrip can only have amounted to 
the two sums of 39,5007. and 10,000/., whereas 
the scrip received was 146,000 J. 

2914. How do you get the 113,000 2. odd ?—It 
is merely the balance of cash standing to the 
debit of Messrs. Bischoffsheim & Goldschmidt ; 
it-does not agree with that but approximately. 

2915. It is the amount of cash standing to their 
debit ?—Yes. . 

2916. Now, will you go on with the cash ex- 
penditure ?—*“ Cash paid Meesrs. Bischoffsheim 
& Goldschmidt, on account of commission and ex- 
penses of Selves and Lefevre, 16,8497. 11s. 10d. 

2917. Is that in addition to the 108,500 /, worth 
of bonds nominal?—Yes. Then “ Payments to the 
railway trustees, 293,080 7. 3's. 4d. Payments 
to Bischotfsheim & Waring, interest account, 
100,245 /. 3s. 7d.” 

2918. Have you any explanation to give of 
that ; there was interest, I believe, accruing due 
at that time, and from time to time ?—There 
was, 

2919, Therefore there is no account of the way 


in which the interest was met unless it was met 


through this sum; probably the interest was 
fairly met through this sum ?—Yes ; “ Payment 
to the Government trustees, 18,857 7. 19s. 11d.” 

2920. Who were the Government trustees ?— 
Gutierrez and Lefevre. 

2921. Have you any account of what became 
of that money ?—No. “ Government bills, 
20,000 7.” 

2922. Can you trace to what purpose the pro- 
ceeds of those bills were applied ?—The books do 
not show that. “C. J. Lefevre, on account of 
Government trustees, 12,759 J. 12s.” 

2923. Can you trace that?—No, I cannot. 
« Expenses of mines, 4,391 /. 6s.” 

2924. Can you give us any information as to 
those ?—Those were bills drawn by Mr. Lambert, 
I think, for expenses of the mines, I presume, in 
Honduras; and it also includes the sum of a 
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Sir Henry James—continued. 


thousand pounds cash paid to remit specie to the 
mines. “ Payments to J. Brunlees, 18,6302, 
interest, in part payment of instalments, bond 
stamps, and other expenses, 5,797 1. 5s. 2d. 
Federal debt, interest, 30th March 1870, 2,700. 
Cost of stock purchased to exchange for scrip, 
7821. 6s. 8d. Trustees remuneration, 4,854 J. 
17s. 8d.,” leaving a balance of 7,588 1. 8 s. 8 d., 
which was transferred to the new trustees on the 
5th of August 1871. 

2925. That makes with your balance the com- 
plete sum of 620,085 /. 2s. 1 d. ?—Yes. 

2926. Who were trustees who had the 4,854 7. 
as their remuneration ?—Davids and Barnes and 
Cotterell and Robinson. 

2927. Now in respect to the 1867 loan, I be- 


lieve your second table shows the price at which 


Lefevre took the bonds from June 1868, till the 
convention of October 1869, and afterwards, and 
also the sum at which they were then selling to 
the public in the market, I believe ?—It does. 


2928. If you will take it shortly, you begin 
with the sale of 30th July 1868, the price was 
68 1. 12s. at that time, was-it not?—That was the 
price at which they were being issued to Lefevre. 


2929. I believe that price continued till the 
28th October 1869, when the convention came 
into operation, and then it is taken at 767 12s, ? 
— Yes, 8/. more. 

2930. Adding those up together the price to 
him would be 469,443 1. 4 s. ?—Yes. 

2931. In taking the market price, namely, 
that: quoted, which is all we can get at, what 
would the price be ?—£. 537,004 7. 14 s. 


2932. That is 537,000/. against 469,443 /. ?— 
Yes. 

2933. Now you come to some bonds which 
were issued to Messrs. Waring, in the way that 
Mr. Waring told us; they would go to Lefevre 
at 153,200/., and the market price for them would 
be 170,000 2. ?— About that. 

2934. So that the figures stand 707,000 /., 
against 622,643 /.?—That is so. 

2935. You are not dealing with the brokers’ 
commission here ?—No. 

2936. Leaving an “excess of market price 
over Gash received by the trustees, 84,361 1.” ?— 
Yes. 

2937. What is the addition of the 8/., which 
is mentioned in the line below ?—lt is the 8/4. 
which Lefevre was required to pay into Bischoff- 
sheim and Warine’s interest account, for every 
1007. bond in excess of the price of 687. 12s; 
it is under the convention of October 1869. 


2938. Was that to be returned to him ?—To 


be returned to him out of the French loan, or the 


1870 loan; 
purpose. 

2939. Have you found traces of its being re- 
paid to him ?—I have found none. 

2940 That is what he would be entitled to? 
—Yes. 

2941. If he received that 8 /. back, it comes 
to 36,440 7. ?—It does. 

2942. Now we will go, if you please,-to the 
1870 loan; the first table, which I think you 
have relating to that loan, is a table showing, b 
means of the instalments paid, the amount o 
stock out with the public at different dates ?— 
Yes. 

2943. The first instalment, 15 per cent., was 


if cash were available for the 


-paid on the 25th June 1870?—Yes. 


2944, That 


ee ale 
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2944, That was paid on 2,344,900 7. stock, 
nominal ?—Yes. 

2945. The sum paid on that was 351,285 1. ?— 
Yes. 

2946. As early as the Ist August 1870, there 
was only 12,8307, paid ?—That is so, the second 
instalment. 

2947. All the cost must have been taken from 
the public, leaving only 128,300 /. out with the 


public at that date ?—Yes. 


2948. On the Ist September 1870, it had de- 
ereased to 118,6002.; on the 1st October it had 
decreased to 110,700 /.; on the Ist November to 
100,400/.; and at the time of the final instalment, 
on 15th December 1870, only 91,600 /. was out 
in the hands of the public?—Yes; part of that 
decrease might arise from some instalments hav- 
ing been paid up. 

2949, There was 108,009 J. worth of stock ap- 
plied for in full ?7_Yes; applied for in full, or 
several of the instalments paid at once. 

2950. To that that made 86,000 /. odd ?—Yes. 

2951. That gives you a total receipt, coming 
from the public payments, if I may use the term, 
of 508,030 J. ?— Yes. 

2952. That being the sum received in July 
1870, Lefevre purchased 328,185 (Soin Lad 
certificates ?—It was so in July, or shortly 
afterwards. 

2953. If the public applied for 351,000 1. worth, 
he was approximating to buying the whole ?— 
He was so. 

2954, Now we come to the next table; will 
you show the amount that has been received up 
to the Sth of August 1871 ?—Yes; this is on the 
1870 loan. ‘ 

2955. 1 believe you do learn from the figures, 
that the whole of the loan was afterwards sold 
out to the public again ?— Yes. 

2956. But that must have becn subsequent to 
the 5th August 1871 ?—Yes. . 

2957. I believe you have first as the amount 
received onallotment and on instalments 508,030/., 
which is in accordance with the last table ?—The 
same figures. 

2958, You then come to amounts of credit ?— 
£. 576,480. 

2959. And then the proceeds of Government 
produce ?—£. 600,092. 16s. 2d. . 

2960. Interest on balance 
£.42. 8s. 11d. 

2961. That makes 1,0909645/. received up to 
the 5th of August 1871 ?—That is so. 

2962. Can you trace whether that was maho- 

any, or ore from the mines, or what was it ?— 

es; it was in accordance with the account sales 
rendered by Messrs. Bischoffsheim & Gold- 
schmidt. 

2963. Was it mahogany ?—Mahogany and fus- 
tic, I think they call it. 

2964. That is acount sales which had been 
before you rendered by Messrs. Bischoffsheim & 
Goldschmidt ?— Yes; the account sales referred 
to in the books. 

2965. Now you come to the expenditure of 
this sum of money, equally applying only up to 
the 5th of August 1871 ?—Yes, “ Bonds ex- 
changed for scrip, 223,900 /.” Those were bonds 
issued by the London and County Bank against 
the scrip held by the public “ Bonds sold 
722,300 /.” Then bonds drawn before they were 
jssued at the drawings of December 1870, and 
April 1871, 58,900 1., and 33,100 7. 

0.64. 


at bankers ?— 
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Sir Henry James—continued. 
2966. Will you just explain that these bonds 


were cancelled, do you mean ?—They were can- 


celled, being drawn before they were issued. 
2967. On the 30th of April 1871, there was 
the extra drawing not in accordance with the 
prospectus ?—Yes. ; 
2968. When the trustees left on the 5th of 
August 1871, I believe there were bonds to the 
extent of 1,461,800 /. in their hands ?—That is a 


balance. 


2969. And that accounts 
2,500,000 d. ?-—It does. 

2970. There were those bonds, in whose hands ? 
—£. 1,084,600 in the hands of the trustees ; that 
you will find in the following paper. 

2971. Now, if you please, as to the disposal of 
this cash on the loan of 1870?—£.370,000 was 
paid to Lefevre, as an advance against the scrip 
purchased. 

2972. How much was the scrip purchased ?— 
£, 328,910. 

2973. So that he got the difference between 
the 370,000 2. and 328,910 7. ?—Yes. 

2974. What was there an advance of to Messrs. 
Bischoffsheim & Goldschmidt ?—Of 47,000/., of 
which sum 23,0007. odd were subsequently re- 
turned, leaving 23,298 /. 13s. 9 d. 

2975. Can you trace what that payment was 
made for ?— No. 
2976. Then 

£. 40,000. ; 

2977. Now, will you give the next item ?— 
« Lefevre, for interest lst January and Ist July 
1871, 250,000 /.” 

2978. That money was given to him ?—That 
money was given to him. 

2979. At that time the stock was not out in 
the hands of the public ?—Not the whole of it. 

2980. But he does obtain the interest as if 
the whole were out in the hands of the public, 
namely, he obtains the 250,000 /. ?—Yes; then 
«By Government bills and expenses, 19,046 /. 4. 
by drawing of the 31st December 1870, 16,1002.” 

2981. That is what actually was paid to the 
public?—Yes. ‘“ By commission 5 per cent. on 
2,500,000 2., 125,000 1.” 

2982. Who do you find received that commis- 
sion of 5 per cent. ?—It is credited to Lefevre, 
and paid to him either in cash or bonds at 801. 

2983. Of course if the market were above 801., 
he would vet the advantage ?—Yes. ‘ Commis- 
sion on payment of interest, July 1870, on 1867 
loan, 10,000 7.; the same for the interest, July 
1871, 10,0002.; the same for the interest, July 
1871, on 1870 loan, 10,000 J. 

2984. That follows, I think, the terms of the 
deed, does it not, of June 1870?—Yes. 

9985. I think only one was paid to Bischoff- 
sheim & Goldschmidt ?—Only one; I think the 
last. 

2986. It is in accordance with the deed ?— 

Yes, it is in accordance with the deed. 
- 2987. Now comes the next ?—There was cre- 
dited to Lefevre “ in excess of the amount re- 
quired for drawing on the 31st of December 
1870, 58,900 7.” 

2988. Will you explain that; I think, looking 
at the account which you just now placed before 
the Committee, you can find on the 31st Decem- 
ber 1870, the amount that was then out with 
the public ?—Yes. 

2989, And an amount has been handed in of 
the drawings of the bonds that were drawn ?— 

P4 The 


for the whole 


“By railway trustees” ?— 


Mr. £. 
Waterhouse.. 


12 April 
1875. 


Mr. E. 
Waterhouse. 


12 April 
1875. 
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The very same amount is to be found standing 
above in the same account in the bonds column; 
there were bonds cancelled on 3lst December 
1870, 58,900 /., 16,100 7. being provided in cash. 

2990. This 58.900 7. was not required for the 
drawing ?—No. 

2991. Under what head isit given to Lefevre? 
—It is charged as commission; it is entered in 
the books as commission. 

2992. Now, looking at your third table that 
you putin, I understand that these bonds had 
been removed from the public, except as_ to 
128,300 1, as early as the Ist of August 1870 ?— 
Between the Ist of August and the 3lst of 
December 1870; I do not know when the bonds 
were bought. 

2993. But between 25th June 1870 and 
the 3lst August the bonds had been reduced to 
128,000 72. nominal? —The second instalment not 
having been paid upon them, would lead to that 
inference. 

2994. The bonds had been taken off the market 
before the ‘instalment had been paid upon them? 
—Yes. 

2995. So as not to entitle the purchaser to 
receive the interest ?—Yes. 

2996. That 58,9007. goes into the hands of 
Lefevre; now, will you proceed?—There is a 
total under the head of commission of 213,900 2. : 
« Printing and stamping bonds, 7,500 /. ; interest 
on Federal debt, 5,400 Z. ; interest and drawing of 
1867 loan, 31st December 1870, and ist July 
1871, 130,000 1.” 

2997. I believe that loan was out, and there- 
fore that. would be legitimate ?—It was out, or 
very nearly out. Discount ‘on instalments of 
scrip, 594 1.; trustees’ remuneration and expenses, 
4,246 1. 3s. 6d.”; leaving a balance of cash in 
hand transferred to Ford & Widdicombe, of 
10,5607. 3s. 10d. 

2998. That disposes of the 1,090,645. 5s. 1 d. 
that had been received ‘up to the 5th of August 
1871 ?—Yes. 

2999. Now, as I think you have already stated, 
after that period the rest of the loan was got rid 
of p—Yes. —~ - 

3000. Now, will you go on and show what be- 
came of the rest of the loan; take the receipts? 
—Up to the 31st of December 1870, the bonds 
exchanged for scrip amounted to 223,900 /. 

3001. That is the public ?—Yes. 

3002. And the issue to Lefevre was 410,000 /., 
making a total running, or out of the hands of 
the trustees, on the 3lst of December 1870, of 
633,9001.2—Yes. During the next six months 
there were issued to Lefevre 312,300 /., making 

a total, out of the hands of the trustees on the 
30th of June 1871, of 946,2002, and the re- 
mainder is accounted for by the issues subse- 
quent to that date. 

3003. On the 5th of August 1871 there were, 
in the-hands of the trustees, 1,084,600 7. worth of 
bonds, nominal ?— Yes. 

3004. In the hands of Bischoffsheim & Gold- 
schmidt 377,200 /. ?—Yes. 

3005. Making 1,461,800 7. nominal ?— Yes. 

3006. That sum does not come in the books ? 
—No. 

3007. What has become of that you do not 
know ?—No. ; 

3008. Will you show what you can trace as 
haying absolutely been paid out of this money ? 
—There are payments to the contractor; they 
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Sir IZenry James—continued. 
received according to the books, up to the 5th of 
August 1871, 40,0007. out of that 2,000,000 /. 
ia 3009. You are taking 2,500,000/. at 80?— 

es. 

3010. That was the price at which Lefevre 
was taking it from the trustees ?—Yes. 

3011. At that rate it would produce 2,000,000. ? 
—Yes; and there was paid to the contractors, L 
presume, on account, up to the 5th of August 
1871, 40,000 2., and subsequently they received 
105,254 4.; but whether that sum was paid out 
of this loan or out of other monies the books do 
not show. 

3012. Whether out of this loan or the French 
loan you mean ?—-Yes. 

3013. That is together 145,254 7. ?—Yes. 

3014. Out of this loan, which at 80 would 
produce 2,000,000 ., you can find no trace of any 
other sum having gone to the railway but that ? 


DEEN. 


A 3015. You are certain as to the 40,000 /. ?— 
es. 

3016. But the 105,254 7. may have come from 
the French loan or not ?—Yes. 

3017. Out of the whole of this loan, that is the 
whole sum you can find any trace of, that could 
have gone to the railway, 145,254 1. ?—Yes. 

3018. Now will you go on to sums which may 
have been applied in other ways ?—Taking the 
interest on drawing, the first drawing on 30th 
December 1870, would require cash 16,1007. ; 
the interest on the 1st of January 1871, would 
require cash 31,6951. That, it will be noticed, 
is 5 per cent. upon the 633,900/. bonds which 
were out of the hands of the trustees at that date. 

3019. The trustees had all the rest?—The 
trustees had the rest in hand. Then coming to 
the drawing on the 30th of April 1871, the cash 
required for that would be 16,900 /. 

3020. That does not, I believe, appear as being 
paid out of this loan?—The books do not show 
by whom it was paid, but the books show that 
that was the sum which would require to be 

aid. 

‘ 3021. You have charged that here as having 
been paid out of the loan?—Yes. ‘The interest 
on the Ist July 1871, would require 47,3102, 
being also 5 per cent. upon the amount of bonds 
out of the hands of the trustees at that date. 
The drawing of the 30th September 1871, would 
require 24,6000. 


3022. That was & drawing not required ?— ~ 


That was one of the extra drawings. 

3023. Did that come out of the proceeds of the 
loan in the books ?—I cannot say ; it is after the 
date of the 5th of August 1871. 

3024. This amount that you are giving, is 
what would be required to pay the drawings and 
the interest ?—So far as can be ascertained by 
the bonds issued at that time. The drawing 
on the 30th December 1871, would require 
70,0007.; the interest on the 1st January 1872, 
would require 99,7001.; and the interest on 
the Ist July 1872, would require 112,125 /.; 
that is 5 per cent. upon the full amount of the 
loan, less the drawings that had taken place. 

3025. That is to say, now you have got the 
public having all the loan except what had been 
drawn ?—Yes. 

3026. How much does that make in cash ?— 
£. 418,430. vite 

3027. That is what was legitimate for draw- 
ings and interest ?—Yes. . 


3028, Add - 


| 
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Sir Henry James—continued. 
3028. Add that to what has been paid to the 


- contractor ?—The two together make 563,684 J. 


3029. Deduct that from the 2,000,000 /.?— 
It leaves a balance to be accounted for of 
1,436,316 l. 


3030. Can you find any trace beyond the 
563,684 7. of any money being paid to the rail- 
_ way, or for interest and drawings ?—No. 


3031. That is, I believe, without in any way 
(with the exception of the 3,6002 odd in the 
1867 account) touching the French loan; you 
know nothing of what has become of the money 


| raised in the French loan ?—Nothing at all; it 
does not appear in the books, with that excep- 


i! 
| 


tion. 

3032. Nor can you say that any part of it 
went to Waring & McCandlish, as far as you 
know ?—I do not know. I may say this, that 
Messrs. Waring received out of the 1867 loan, 
_as shown by these accounts, and out of the 1870 
loan, as shown by this statement, about 100,000 J. 
more; so that that 100,0007. would probably 
have come out of the 1869 loan or the French 
loan, but it was prior to the 5th August 1871, 
and therefore could not have been paid out of the 
1870 loan. 

3033. So far as these accounts are concerned, 
you have brought none of the proceeds of the 
French loan into that ?—No. 

3034. And this 1,436,000 /.:is the balance to 
be added to any sums which came from the 


ie French loan ?—Yes. 


ih 


B rE 
| 
f 
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3035. .Now, I believe, in relation to this 
1,436,000 7. that has been dealt with in some 
way, you have been able to trace where some of 
that has gone ?—Yes. 

3036. To the extent of 616,000 2, I think ?— 
Yes; they are the very figures shown in my 
next statement, sliewing the payments to the 5th 


h _ August 1871 others than those to contractors, or 


for interest and drawings on the 1870 loan. + 
3037. This is in the last table you have?— 
Yes. 
3038. That, of course, disproves of the pay- 
ments up to the time that the books conclude, 


_ the 5th of August 1871 ?—Yes. 


ut 


3039. Will you give those to me?—On the 
15th July 1870, “ Cash to Bischoffsheim & Gold- 
schmidt, 47,0007.” (almost the same figures 
will be found in the statement which I read pre- 
viously ; this is a suminary of them); “less re- 

ceived 22nd August, 23,701 /. 6 s. 3d.; balance 
23,298 1. 13s. 9d.; July 7/15, cash to Lefevre 


370,000 l., for which he is credited with scrip pur- 


chased, 328,910/.; balance, 41,090 J. 


August 


22nd, cash for printing and stamping bonds, 


7,500 7. October commission, 5 per cent. on total 
~ amount of loan, 125,000 J.” 


3040. In October 1870, when the commission 


was paid of 125,000 /. for the loan, can you trace 


4 
i 
«+ 


how much was out in the hands of the public ?— 
T have not got the exact figures; it would be 
between 400,000 7. and 500,000 2. 
Sigh What the public held, you mean ?— 
es. 
3042. And the commission on the whole, 
2,500,000 1, was taken at that time ?-—Yes; 
** November the 17th, commission for paying in- 
terest, year ending July 1870, on 1867 loan, 
10,000 7.,” and on the 13th June 1871, there 
were two further sums of 10,000/. for commis- 


sion for paying interest on the 1867 Joan and the 
1870 joan, 


2 0.64. 
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Sir Henry James—continued. 
3043. I think one of those only is to Messrs. 
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Mr. Z, 


Bischoffsheim & Goldschmidt?—One was to Waterhouse. 


Messrs. Bischoffsheim & Goldschmidt, and the 
other to Lefevre. Amount paid to meet interest 
due lst January 1871, 125,0007. in excess of 
the amount of cash required, calculated on the 
bonds .then sold or issued, which amounted to 
31,695 U., the balance or excess being 93,305 1. 

3044. Will you explain that a little further; 
I see that on the lst of January 1871, there was 
so much, I believe, out in the hands of the public 
that it required 31,695 /. to pay the interest ?— 
Yes. 

3045. What sum did Lefevre receive to pay 
that 31,695 U. ?—£.125,000. 

3046, Leaving a balance of 93,3057. in his 
hands ?— Yes. 

3047. And no account given of that money ? 
—None whatever. 

3048. Now as to the clearing on 30th Decem- 
ber 1870?—The amount paid to Lefevre was 
75,000 1., while the amount required was 16,100/., 
leaving a balance of 58,900 /. 

3049. And which would go to him?— That has 
gone to the commission account. 

3050. But who gets it ?--Lefevre. 

3051. Now the next item ?—The same for the 
interest on the Ist of July 1871, 125,000Z.credited 
Lefevre; the amount required calculated upon 
the 946,200 bonds which were out of the hands 
of the trustees, 47,3100, leaving a balance of 
77,690 1. 

3052. That also goes to the commission ac- 
count, being the balance taken by Lefevre ?— 
That has gone to the interest account. 

3053. How does it get away from the interest 
account ?—It is credited to Lefevre as cash paid 
to Lefevre. 

3054. Can you find any trace of the application 
of that money ?—No. 

3055. Those three amounts, 93,305 /., 58,900 Z., 
and 77,690/., come to what in the aggregate ; 
229,895/., the sums taken in excess of what was 
required for interest and drawings?—Yes, up 
to the 5th of August 1871. 

3056. Then come the payments upon the 1867 
loan, which we may call legitimate payments ; 
interests and drawings 100,000 2. and 30,000 J. 
Then the interest on the Federal debt, October 
1870 and April 1871, 5,400 Z.; Government bills 
and expenses, at various dates, 19,0467. 4s.; 
trustees’ remuneration, office expenses, and in- 
terest paid, 4,840/. 3s. 6d. ?—Yes. 

3057. Who had to pay the interest on the 
1867 loan; was it Messrs. Bischoftsheim & Gold- 
schmidt, or Mr. Lefevre ?‘—I do not know. 

3058. Who would pay the drawing ?—I do not 
know; I think that they were provided at the 
London and County Bank. 

3059. That makes 616,070 7. accounted for as 
a matter of fact?—Yes, up to the 5th August 
1871. ; 

3060. But in relation to the difference between 
that 616,0702. and the 1,436,000/., you can give 
no account, because you have not got the books? 
—No; that is all subsequent to the date to which 
the books go up. 

3061. I think those form the whole accounts 
you have had to deal with, and can deal with ?— 
Yes.: 

3062. I called uttention to an account sale 
through Mr. Davids in which he said there had 
been a clerical error made in the adding up of 


Q the 
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Sir Henry James—continued. 
the amount; it was an overcharge, I believe, in 
one sense ?—It was an overcharge, which was 
subsequently set right. . 
3063. It is true, as Mr. Davids said, that it 
was a clerical error which Messrs Bischoffsheim 
& Goldschmidt put right ?—Yes. 
3064, And the commission remained at 5 per 
cent.?—Five per cent. is upon the gross pro- 


ceeds. 
Mr. Kirkman Hodgson. 


3065. With regard to these amounts, the ex- 
cess of amount paid to meet interest, 125,000 /., 
and the amount required.to pay the bonds to the 
public, 31,6957, that difference of 93,305 J. was 
paid to Lefevre ?—Yes. 

3066. He was the holder at that time as trustee 
of bonds which were not put out to the public, 
was he not; or rather, these bonds were in the 
hands of the trustees ?—They were in the hands 
of the trustees. 

3067. Then was this sum of money paid over 
to the trustees for the benefit of the loan, or was 
it received by Lefevre for his own purposes ?— 
It was apparently paid by the trustees to Lefevre, 


Mr. RopERT 


Sir Henry James. 


3074. I BELIEVE you are Chairman or Secre- 
tary of an association called ‘The Honduras 
Bondholders Association” ?—“ The Honduras 
Bondholders Protection Committee.” 

3075. I believe you have been in communica- 
tion with between 400 and 500 bondholders ?— 
Yes; more. } 

3076. By what class of people now are these 
bonds held; do you find that they are held 
by Stock Fxchange speculators, or by investors 
throughout the country :—By investors in all 
classes of society. 

3077. Will you state them generally ?— Clergy- 
men of all ranks, except bishops, baronets, trades- 
men; even domestic servants, widows, spinsters, 
merchants-~all classes. § 

3078. Do you find that those are persons who 
apparently are holding them for investment, and 
not for speculation ?—They did not hold them for 
speculation. 

3079. And I believe they run down as low as 
one or two bonds?—As low as one or two bonds 
in the case of domestic servants. 

3080. It applies to all clases of society I—Yes ; 
only the upper classes do not wish to disclose the 
nature of their holdings. 


Sir Charles Mills. 


3081. Have you been in communication with 
Mr. Bischoffscheim, or anybody in his employ ? 
—Yes; the object of our association is, to obtain 
restitution for the bondholders ; that is the object 
that we have set for ourselves from the beginning, 
OM that we intend. to follow out to the very 
end. 

3082. In fact, to get your money back from 
anybody you can?—I do not say so. We will 
take all legal means to get it; but we intend to 
have it. 

3083. And in pursuit of that object you have 
had some communication with different people ? 
—Yes, very many. 

3084. What was the nature of them ?—First 
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Mr. Kirkman Hodgson—continued. 


and the trustees seemed to have taken no further — 


account of the interest. 
3068. The 93,0007. remain with Lefevre ?— 
Yes. ; 
3069. And the same arrangement took place 
with the 58,900 /., the second item ?—Yes. 


3070. And with the third item of 77,690 7. ?— 
Yes, just the same. . 

3071, So that in reality, the trustees were 
holding these bonds for the benefit of the loan, 
and Lefevre was receiving the drawing and 
interest, as though they had been his private pro- 
perty ?—That is so. 

3072. That is not the ordinary way of arrang- 
ing trustees’ accounts, I suppose ?—I should hope 
not. 


Sir Charles Mills. 


3073. There was issued to Messrs. Waring 


250,000/., you only account for 200,000 LS 
£, 200,000 were issued to Messrs. Waring, 
50,000 /. of which they took firm; they were to 
receive 153,0002. in respect of that 200,000 /. 
stock at 677. 12s. : 


WATT; sworn. 


Sir Charles Mills—continued. 


of all, I have communicated with the London and 
County Bank, and have held them responsible: 
for the very gross deception that they practised 
upon me. 


3085. Did they send you a prospectus ?——They — 


did on the 12th of January 1871. They paid me 
the coupons, and they paid me the bonds that 
were drawn; and I have said to Mr. McKewan 
that we shall hold the bank responsible, and 
shall compel the shareholders of that bank to pay 
the last. sixpence to those bondholders who have 
entrusted us with the protection of their interests. 

3086. And you have held the same language 
to Mr. Bischoftsheim, have you?—No, I have 
not. I had only an opportunity of meeting Mr. 
Bischoffsheim simply to ask whether he bad any 
proposal to make for restitution, that I might 
communicate to my committee. 


Mr. Bourke. 


3087. When was that ?—Since this Conmittee | 
I felt that I should have | 
neglected my duty to those bondholders, who | 
had placed confidence in us, if we did not press | 


began their sittings. 


this question of restitution to the very last degree, 


and we intend to do so; and I felt that any other | 
course would have been gross negligence on my _ 


part. : 
Sir Charles Mills. 


3088. And I believe you have stated that you — 
have been very active in obtaining this Com- | 


mittee ?—I do not know that. 
opinion has forced it. 


I think public 


3089. I believe you have stated that you have 


been very active in obtaining the appointment of 


this Committee ?— My opinion is that, if our — 
Protection Committee had not exerted themselves _ 
in the way they have done, it is scarcely likely — 
that this Parliamentary Committee would have 


been obtained. 


3090. But you, individually, 1 mean ?—Well, | 


I have devoted two years to this matter. 
3091. I ask you, have you stated to other 


people © 


‘people 
‘cause of this Committee being appointed ?—I 


several Honduras loans in my possession. 


- morning, 


Sir Charles Mills —continued. 
that you have been very materially the 


may have done so ; and if I have done so, I think 
[am fully entitled to have said so. 


3092. Your object being that this Committee: 


should be the means of your recovering your 
money ?—We intend to use all available means 
to obtain restitution ; and certainly we intend to 
use the evidence obtained by this Committee, so 
far as we can. 

3093. I will repeat my question; have you 
stated to other people that you have been very 
materially the cause of this Committee being ap- 
pointed ?—Possibly I may. 

3094. And your object was that this Com- 
mittee should be the means of your recovering 
your money ?—We certainly think that it will be 
‘® material means of obtaining the, money; but I 
could not have said so to anyone. If you will 
permit me to read the first advertisement we 
jgsued to the public for the names of bend- 
holders, you will find how thes2 questions have 


arisen. 
Mr. Bourke. 


3095. Have you stated or not that you have 
been the means of obtaining this Committee ?— 
No: I do not remember having said so in so 
many words, but I think any answer that I might 
have made might have been twisted into that. 
I certainly, as an individual, could not have 
obtained. this Committee; but I believe that the 
action of the Protection Committee has been in- 
strumental in obtaining this Committee, by 
forcing it on the attention of the public. 

3096. When you said to this Committee a 
minute ago, that possibly you may have been the 
means of assisting to get this Committee ap- 
pointed, what did you mean by saying “ possibly 
I may”; who did you say it to ?—I cannot re- 
member having said it at all. I should like very 
much to read the form of advertisement to which 
T have referred, if you will allow me. 


Sir Charles Russell. 


3097. You did imply by your answer that you 
had been in some way or other instrumental in 
getting this Committee ?— And I propose to show 
you by that advertisement in what way I have 
been instrumental in obtaining this Committee. 

3098. Before you do so, allow me to ask you 
this question ; did you offer yourself here as a 
witness, or were you invited to come? —I have 
Mr. Lowe’s summons in my pocket at this 
moment, to produce all the papers relative to the 


One 
of them I propose to tender now. 


Mr. Bourke. 


3099. Did you say to anybody that you had 
been the means, or partly the means, of having 
this Committee appointed; did you tell anybody 
that ?—I cannot remember. 

3100, Youmay have said that to somebody ?— 
I may have said so. 

3101. Who may you have said that to ?—I 
have conversed with many thousands of people 
on this subject ; with many in the lobby this 
whose faces I never saw before, and 

robably will never see again. 

3102. Is there anybody to whom you think 
there would be a reason for your saying that ?— 
I think you will see at once if you will hear my 
explanation. 

0.64. 
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Mr. Bourke—continued. 


3103. No; answer that question; can you 
name anybody to the Committee to whom it is 
possible you may have said that you were par- 
tially the means of obtaining this Committee ?— 
IT could not have said that I, individually, was 

artially the means of doing so, but as a member 
of the Bondholders Protection Committee. Our 
committee may have been instrumental, and I 
propose to show in what way. 

3104. Who have you said that to ?—I cannot 
remember now. I have conversed with many 
housands of people on this subject. 

3105. Is there anybody connected with this 
Honduras Loan that you have conversed with 
lately ?—I have been in town for the purpose, 
and have conversed with many hundreds of 
people. | 

3106. Mr. Lefevre, have you seen him? — 
I never saw him. 

3107. Mr. Gossip ?—I have never seen him. 

3108. Mr. Bischoffsheim?—I saw Mr. Bis- 
choffsheim once. 

3109. Did you say to him, or is it possible 
that you could have said to him, that you were 
partially the means of obtaining this Committee ? 
J do not think it is likely I should have said so. 

3110. I think the Committee would like an 
answer to that question ?—I remember that Mr. 
Freshfield was present upon that occasion when 
I saw Mr. Bischoffsheim. 

3111, When was that ?—Only on one occasion 
when I saw Mr: Bischoffsheim in his own office. 

3112. Mr. Freshfield you say was present; 1s 
that the gentleman who was here this morning ? 
—The gentleman who was here. 

3113. And what did you say then; now come, 
you can recollect, it is not long ago; how long 
ago is it ?—During the sitting of the Committee 
before Easter. 

3114, Now tell us what passed ?—I think I 
have it written down here; I think I took a note 
of it at the time, because Mr. Freshfield said he 
would use it against me afterwards; I told him 
at that time, that in my representative character, 
I thought it desirable to see them; that it was 
my duty at all times to press. the question of 
restitution; and that as our money had been 
taken from us under circumstances mentioned in 
the newspapers of that day, which circumstances 
I thought might touch Mr. Freshfield in his 
character of an English gentleman, apart from 
that of a mere legal adviser, I asked whether 
they had any proposal to make to our committee 
for restitution. Mr. Freshfield replied, that if 
we had any claim on Mr. Bischoffsheim, the 
courts of law were open to us. I replied, that 
that phrase was familiar to me 5 that I knew what 
it meant. 


3115. When did you take these notes (pointing 


to the memoranda of the Witness)! —I1 find it 
dated 22nd March 1875; I said that T would take 
that answer as final, and I then withdrew. , 

3116. Were these notes made at the time ?— 
That afternoon or the following morning. 

3117. You said that you asked them whether 
they had any proposal to make as to restitution ? 
—Yes. 

3118. What did you mean by saying “ any 
proposal to make 1”__Dpid they propose to repay 
the money they had taken from us? 

3119. Had that proposal anything to say to 
the proceedings of this Committee ?—No; the 
proceedings of this Committee are only a climax. 

Q 2 3120. Just 


Mr. 
R. Watt. 
12 April 
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Mr. Bourke—continued. 


3120. Just answer my question; had that pro- 
posal on your part, or the proposal that you ex- 
pected them to make, anything to say to the pro- 
ceedings of this Committee ?—It had reference 
to the evidence which was being published in the 
London newspapers of that day on which I saw 
these gentlemen; the leading articles and opinions 
of the press expressed in the public newspapers. 

3121. Had that proposal anything to say to 
any evidence that was to be given before this 
Committee ?—No, not to evidence that was to be 
given. How could I tell? I knew nothing. 
You will find word for word the conversation 
that occurred written down. I could not tell 
what the evidence was to be. ‘Those are my own 
memoranda of what passed; but the conversation 
with Mr. Bischofisheim followed at the bottom. 

3122, Was anything said at that time about 
Mr. Bischoftsheim’s evidence ?—Nota word; nor 
as to any one’s evidence. It was only a very 
few minutes. 
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Mr. Bourke—continued. 

3123. Did you say at that meeting anything 
about your being the means of this Committee 
being appointed ?—You will find it written down 
that our Protection Committee meant to press 
the question of restitution. 


Sir Charles Russell. 


3124. Then I understand that, though you 
never said that you were instrumental in getting 
up this Committee, you are still of opinion that 
your Protection Society was one of the causes, if 
not the main cause, of its being granted ?— Simply 
by acting on public opinion. We have taken 
every means to act upon public opinion. 


Sir Henry James. 


3125. Did you have any communication with 
me personally before the motion was made for 
this Committee ?— Not the slightest ; and | have 
only seen you once since; and I think I have not 
conversed so much with you in private as now. 


-. 
a> 
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Thursday, 15th April 1875. 
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Mr. Watkin Williams. 


Tue Richt HonovrasLeE ROBERT LOWE, IN THE CHAIR. 


Mr. Epwarp HERzBErRG HARTMONT; sworn. 


Mr. Watkin Williams. 


3126. WERE you, in the summer of 1869, 
Consul General for the Republic of Santo 
Domingo ?--Yes; I was appointed in 1869. 

3127. And you were authorised by a document, 
which I will call your attention to in a moment, 
to bring out a loan for that Government ?— Yes. 

3128. I will ask your attention in a moment 
to the particular document, but before that I 
would call your attention to a document already 
in evidence; a prospectus was subsequently 
issued of that loan in London ?—Yes. 

3129. By Messrs. Peter Lawson & Son?— 
That is so. 

3130. They were merchants, I believe?—They 
were. 
gop In London and also in Edinburgh ?— 

es. 

3132. I believe they were largely connected 
with the agricultural trade ?—They were guano 
merchants and seed merchants. 

3133. People at that time of very high stand- 
ing, and an old firm ?—Yes. 

3134. I believe over one hundred years stand- 
ing /—Yes. 

3135. They were, in fact, people of very high 
standing and great respectability ?—Yes. 

3136. I think it would be convenient that the 
Committee should have before them now the 
prospectus which already is in evidence. It was 
handed in by Mr. Zoete, and it is Paper No. 6 
in our Appendix. I propose to read it, for 
almost every word of it ismaterial. “ Prospectus. 
The Santo Domingo Six per Cent. Government 
Loan, 1869. For 757,700/. British sterling 
(nominal capital), in 1,000 bonds of 5007. each, 
and 2,577 bonds of 100/. each. Redeemable at 
par in cash, after six months’ notice, or at par by 
an accumulative sinking fund within 25 years by 
semi-annual drawings by lot, with special se- 
curity on the proceeds of guano and customs, 
amounting to upwards of 120,000/.a year. To 
be issued at 70 per cent. Bankers, Messrs. 
Smith, Payne, & Smith, London; The British 
Linen Company, Scotland. Brokers, Messrs. 
Mullens, Marshall, & Co. Messrs. Peter 
Lawson & Son, of London and Kdinburgh, beg 
to announce that, in accordance with the autho- 
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risation from the San Domingo Government, they 
are prepared to receive applications for the above 
loan, on the following conditions: The loan will 
be represented by bonds, to bearer, for respec- 
tively 5002. and 100/. each, bearing interest, until 
paid off, at the rate of 62. per cent. per annum, 
from 1st July 1869, and having attached dividend 
warrants or coupons payable in London on Ist 
January and Ist July in each year. An accu- 
mulative sinking fund, to complete within 25 
years from lst January 1870, the redemption of 
the principal sum of 757,7001., by the addition of 
the interest on the bonds redeemed, will be ap- 
plied to the reimbursement of this loan at par, 
by means of semi-annual drawings on the 15th 
June and 15th December in each year; the first 
drawing to take place on the 15th December 
1869, or it may be paid earlier at par on the 
Government giving six months’ previous notice. 
The bonds so drawn for reimbursement will be 
paid without deduction on the Ist of January or 
Ist of July next after each drawing, together 
with interest thereon at the rate of 6 per cent. 
per anrum. The price of issue is 70 per cent., 
payable by instalments, the instalments te be 
made as follows: 5. per cent. on subscription 
as deposit to Messrs. Smith, Payne, & Smiths, 
Lombard-street, or to the British Linen Com- 
pany’s Bank in Edinburgh and its branches in 
Scotland; 102. on allotment; 152,.0n 1st Sep- 
tember 1869; 152. on 1st October 1869; 15/. on 
Ist November 1869; and 10/. on 1st December 
1869 ;” making the total of 702. upon the sub- 
scription ?—Yes. 

3137. So that the last instalment had become 
due and payable on the Ist of December 1869, 


- which would entitle the subscriber to a bond for 


100 1. ?—That is so. 

3138. Then I pass over two or three perfectly 
immaterial paragraphs. At page 2 in the doct- 
ment which we have, I find, “ For repayment of 
the above loan and interest, being the first and 
only loan of this State, the general property and 
revenues of the Republic of Santo Domingo are 
liable. In addition to that security, the Govern- 
ment of Santo Domingo specially hypothecates 
the entire proceeds of the receipts of the export 
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and import customs dues of the ports of San 
Domingo and Puerto Plata, which, according to 
the othcial report of the Minister of Finance, are 
producing not less than from 100,000/. to 
120,000 /. a year, and are pledged for the pay- 
ment of the interest and sinking fund of the loan, 
amounting to 58,9097. per annum ; and in addition 
thereto, the royalties produced from the working 
an export of guano from the island of Alto Velo 
and the revenues arising from the coal and other 
mines and minerals, as well as fiom the mahogany 
and other woods from the forest of the peninsula 
of Samana, are specially hypothecated for the 
service of the loan. A certificate from the con- 
tractors tor the guano is subjoined as to its 
quantity and value. The representatives of the 
bondholders are to have the right to appoint a 
special receiver of the customs, royalties, and 
revenues so hypothecated; and the Government 
of Santo Domingo engages, in order to insure 
further provision for payment of interest and re- 
demption of the bonds, that a sufficient amount 
of the proceéds. of the export and import 
customs dues, royalties, and revenues shall be 
remitted to London to Messrs. Peter Lawson & 
Son, so as to be in their hands at least 14 days 
previously to the periods respectively fixed for 
the payment of interest and redemption of the 
bonds. The object of the Government in con- 
tracting this loan is the construction of roads and 
railways, and the contractors for guano on the 
island of Alto Velo, and of the working of the 
mines and minerals of Samana, are bound from 
time to time, as the royalties, revenues, and pro- 
ducts due to the Government arise, to pay them 
over into the hands cf Messrs. Peter Lawson & 
Son, for the payment of principal and interest. of 
this loan.” ‘That is signed by Peter Lawson & 
Son, Budge Row, Cannon-street, London ?—Yes. 

3139. And the brokers, Messrs. Mullens, 
Marshall, & Co., 4, Lombard-street; and it is 
also said that deposits on subscription and the 
instalments may be paid to Smith, Payne, & 
Smith’s, or the British Linen Company. “The 
documents may be inspected at the office of 
Messrs. W. & H.P. Sharp, 92, Gresham House, 
Old Broad-street, E.C., London” ?—Yes. 

3140. Now, before I ask you further questions, 
there are two or three other documents which 
were put in by Mr. de Zoete ; one is a document 
of the 23rd of October 1869, from Messrs. Mul- 
lins & Marshall, the brokers, to the Committee 
for General Purposes of the Stock Exchange ?— 
Ihave no knowledge of that. 

3141. We have it before us: “ Gentlemen,— 
We, the undersigned, request that you will ap- 


point a settling day in the scrip and bonds of 


the San Domingo Six per Cent. Government 
Loan as early as convenient, and allow the same 
to bé quoted in the official list.” Then, on the 
same day, Messrs. Mullins & Marshall write as 
follows to the secretary of the Share and Loan 
Department of the Stock Exchange: “ Sir,—We 
beg to hand you a requisition, signed by mem- 
bers of the Stock Exchange, to appcint a 
settling-day and grant an official quotation to the 
San Domingo Six per Cent. Government Loan of 
1869 for 757,000/.. We accompany the follow- 
ing documents:—1a. Decree authorising the 
loan. 18. Printed prospectus of the loan. 2. 
Notarial translation of power to contract the 
loan. 3. General bond, reciting the full powers, 
the law of congress, and specification of all the 
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terms and conditions of the loan, signed and 
sealed by the special commissioner, ahd counter= 
signed by the contractors. 4. Specimen of a 
special bond for 1007.; specimen of a special 
bond for 5007. 5. Specimen of scrip for 100 7. ; 
the same for 5007. 6. Authorisation of the 
special commissioner to Messrs. Peter Lawson & 
Son to issue the loans. 7. Certificate of Messrs. 
Peter Lawson & Son, that the loan has been 


‘issued to the public, with the amount allotted, 


and that the scrip and bonds are ready for de- 
livery.” And this is the certificate referred to 
in that. letter, “22nd October 1869,” signed 
“* Peter Lawson & Son,” and addressed to the 


Committee of the Stock Exchange: “ Gentle-_ 


men,—We hereby beg to inform you that, being 
duly authorised according to the accompanying 
document, we have issued the San Domingo Six 


per Cent. Government Loan for 757,000/.; that 


the amount of 178,700 /. has been allotted to the 
public; and that the scrip and bonds are ready 
for delivery ;” that, you will observe, is dated 
the 22nd of October 1869 ?—Yes. 

3142. Now, there is one other of these docu- 
ments which I think it would be convenient now 
to call attention to, namely, on the 19th of 
January 1870, from Peter Lawson & Son to the 
Commitiee of the Stock Exchange: “ Gentle- 
men,— With reference to the former application 
for a quotation ii the official list of the San 
Domingo Six per Cent. Government Loan, 
1869, we beg to inform you that the total 
amount of 757,700/. has been disposed of, and 
we have therefore to request that the quotation 
in the official list may be extended to the entire 
loan;” that is in the middle of January 1870, 
and I believe + was officially quoted; the 
quotation was given sor the whole loan upon 
that request ?>—Yes. 

3143. You, I think, had been in San Domingo 
early in the year 1869 ?—I had. 


3144. Was one of the Messrs. Lawson with 


ou ?—Yes. 

3145. Which of them?—Mr. Henry Graham 
Lawson. 

3146. Did you travel over the island?—We 
had a staff, including an engineer and a chemist, 
with us. The name of the chemist was Dr. 
Affleck, and the name of the engineer G. G. 
Kell. 

3147. They were scientific gentlemen of 
standing?—Yes; they were recommended to 
Lawsons by Dr. Lyon Playfair at the time. 

3148. I believe you made surveys and exami- 
nations of the products of San Domingo? — 
Exactly. 

3149. Of the forests of Samana, and I believe 
the mines of Samana ?—The forests and mines 
of Samana, and the guanos of Alto Velo espe- 
cially. 

3150. You turned your attention also, I be- 
lieve, to some project for the construction of a 
road, either railway or tramway, or some other 
road, for the purpose of developing San Domingo? 
—Yes. 

3151. You did examine into the prospects of 
the island in respect of these things ?—Yes. 

3142. Did you also make an examination of 
the island of Alto Velo?—I was not there in 
person at that time. Dr. Affleck was there; our 
staff was there; I should not have understood 
much about it if I had been there, so I preferred 
to send them. , 


3153. I believe 
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3153. I believe that is an island where there 
are considerable deposits ?—Phosphate of alu- 
mina. 

3154. These gentlemen, I believe, made re- 
ports of their surveys; is that so ?— Yes. 

3155. Now, did you procure an authorisation 
from the Government of San Domingo to issue 
a loan?—I contracted first with the Government 
for a loan; and to prevent that falling through, 
from certain details in the loan not being able to 
be carried out, powers were given to me to 
arrange for the details of the loan. 

3156. And I think almost all these documents 
are in writine ?—They are all in writing. 

3157. I will begin, first of all, with the decree 
of the 29th of April 1869 authorising the loan; 
Members of the Committee will find it at page 


48 in the pamphlet which we have had furnished — 


to us by you this morning ; it is also to be found 
at page 22 in the “First Report of the Com- 
mittee of Santo Domingo Bondholders.” I think 
it would be convenient that I should remind the 
Committee that there are inaccuracies in your 
pamphlet in the dates and references by num- 
bers?—I should be allowed to say that I only 
received the order to appear here the day before 
yesterday. I sent one of these pamphlets to 
every Member of the Committee this morning 5 
I could not pessibly have sent it before. 

3158. This is a translation from the Spanish: 
«The Consultative Senate of the Dominican 
Republic having decided on the urgency of the 
matter, and, after the three constitutional read- 
ings, has issued the following decree, which 
authorises the Executive Power to contract loans 
for the sum of two millions and one hundred 
thousand dollars net.” What is that in sterling, 


_ do you know ?—£.420,000; about 4s. the dol- 


lar, metallic dollars. 

3159. “Whereas on the 26th of April of the 
current year the Citizen Minister of Finance has 
made a report in the name of the Government 
showing the necessity of contracting a loan for 
the purpose of developing the national industry, 
completing the construction of public roads, &c., 
&c., considering that, according to the said re- 
port, the Government has not up to the present 
date contracted any engagement in the matter of 
loans, notwithstanding the anterior authorisations 
which this august body had given to the Ex- 
ecutive Power. In virtue of the 17th Attribute 
of the 26th Article of the Constitution, in the 
name of the Republic, has resolved to decree, and 
decrees: Article 1. The Government of the 
Dominican Republic is authorised to contract one 
or more loans on the credit of the State to the 
extent of two millions one hundred thousand 
dollars fuertes net, and under the most advan- 


‘tageous conditions that can be obtained for the 


Republic. Article 2. To secure the payment of 
the interest, and of the redemption of the said 
loan, the Executive Power is authorised to hypo- 
thecate, by way of special guarantee, the import 
and export duties that may be collected in the 
Custom House of San Domingo and Puerto 
Plata, and the revenue accruing to the Govern- 
ment from the working of the mines and forests 
of the Peninsula of Samana, as likewise the in- 
come arising also from the working of the guano, 
or guanito, of the island of Alto Velo. Article 3. 
The Executive Power is also authorised to 
permit the contractors for the loan to appoint and 


have special commissioners in the several ports 
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of the Republic for the collection of the Custom 
House dues that are hypothecated for the pay- 
ment of the said loan.” I believe that is all that 
is material of that document ?—That is all that is 
material. 

3160. The date of that is the 29th of April 
1869, and it is signed by all the proper autho- 
rities: the President, Jacinto de la Concha; the 
Secretary, Javier A. Gurido; and it is issued 
also by the President of the Republic, Buana- 
ventura Baez ?—Yes. 

3161.. It is also further authenticated on the 
ist of May 1869; all these documents bear two 
dates?—They were executed on the 29th of 
April, and certified to be correct on the Ist of 
May. The Senate passed them on the 29th of 
April, and the Executive confirmed them on the 
Ist of May. 

3162. Now I will pass, please, to the first 
agreement with you on the Ist of May 1869; 
that you will find at page 33 of your pamphlet, 
and | have also a separate copy of it here: ‘* The 
Government of the San Domingo Republic, 
being desirous of negotiating a loan for the pur- 
pose of developing the public works, the trade 
and the manufactures of its people, the following 
agreement has been entered into between the 
said Government, represented by Mr. Ricardo 
Curlie, the Finance Minister duly authorised, and 
Mr. Edward H. Hartmont;” that is yourself ?— 
That is myself. 

3166. “Acting on behalf of his house, Hartmont 
& Company, of London, together with such other 
houses as may join them in carrying out the 
present agreement. Article 1. The Dominican 
Government borrows a sum of 420,000 /. sterling, 
which sum Messrs. Hartmont & Company under- 
take to lend to the Dominican Government upon 
the terms hereinafter set forth;” that is the 
identical sum authorised by the decree which I 
have just read, only in sterling instead of in 
Spanish money ?—Yes. 

3164. “ Article 2. For the interest and sinking 
fund of this debt the San Domingo Government 


undertake to pay to the contractor of the loan a . 


sum of 58,900/. sterling yearly, payable in 
equal instalments every six months, nut later 
than the 15th of December and the loth of 
June during every year of 25 consecutive years. 
The first of these payments will take place on 
the 15th of June or December subsequent to the 
issue of the loan. Article 3. The debt shall be 
represented by bonds to bearer, and Messrs. 
Hartmont & Co. are authorised to open, or cause 
to be opened, subscriptions in London, or such 
other places as they may deem advisable for 
issuing such bonds. Article 4. Messrs. Hart- 
mont & Co. are authorised to fix the nominal 
amount of the obligations which the Government 
of San Domingo will have to subscribe ; they 
have the right of distributing the annual assign- 
ment for the interest and sinking fund in accord- 
ance with their convenience, provided that the 
total sum which the Government undertakes to 
pay annually does not exceed the stipulated 
assignment ;” that is, the 58,9001.2—The 25 
annuities of 58,9001. each. I should observe 
that this is a translation from the French, and it 
is not very well translated. The loan of 420,000/. 
was to be reimbursed, and interest paid on it by 
25 annuities of 58,900/.; and the latitude given 
in this article means that whatever the nominal 
amount of the bonds may be, the annual dotation 
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should never exceed 58,900/., and the number 
25 in which time they are to be cancelled. 

3165. “ Article 5. The bonds shall be for such 
sum as Messrs. Hartmont & Co. may choose to 
fix ; their value shall be expressed in pounds 
sterling and in francs; the bonds shall be printed 
in Spanish, English, and French; they shall be 
signed by the Finance Minister or a special agent 
of the San Domingo Government, nominated ad 
hoc. The form of these bonds shall be in every 


respect in conformity with the requirements of 


the Exchange marts of Europe, and particularly 
with that of the Exchange of London. They 
shall have half-yearly coupons: attached to them 
for 25 years, payable at London, Paris, and such 
other places as Messrs. Hartmont & Co. shall 
designate. Article 6. The expenses of printing 
the bonds, the cost of issue, in fact, every expense 
caused directly or indirectly by the issue of the 
loan, shall be at the expense of Messrs. Hartmont 
& Co. Article 7. Messrs. Hartmont & Co. 
undertake to pay the stipulated sum of 420,000 7. 
sterling in the following manner: 50,000 J. 
sterling on the day of the signature of the 
agreement, either in cash or in bills at 60 days’ 
sight, upon Messrs. Smith, Payne, & Smith, of 
London, and the balance at their convenience, 
during the “last half of the present year. 
Article 8. All these payments shall carry in- 
terest at the same rate as the bonds from the day 
on which they shall have been made, and the in- 
terest accruing in this manner from the pre- 
ceding payments shall be deducted from the 
following payments”?—Yes. I think it would 
be desirable to read also Articles 9 and 10. 

3166. “ Article 9. The regular payment of the 
sums requisite for the interest and sinking fund 
is guaranteed by the entire assets of the State of 
San Domingo, its customs, its revenue, and its 
domains. The holders of the bonds for this loan 
are hereby entitled to a. first lien on the fore- 
mentioned objects, the State of San Domingo not 
having any other debt”? — That is the 9th 
Article, and Article 10 gives the special gua- 
rantee. 

3167. “ Article 10. To still more effectually 
insure the accomplishment of the engagements 
entered into by the Government of San Domingo, 
the latter will pledge, as a special guarantee, the 
import and export duties accruing from the cus- 
toms of the ports of San Domingo and Puerto 
Plata. The Government declares that the reve- 
nue from these custom houses amount annually 
on the average to about 500,000 dollars, as mini- 
mum in ordinary years, but sometimes it has 
reached the amount of 800,000 dollars; and the 
Government declares, moreover, that the reve- 
nue from these custom houses is entirely free 
from any charge”? — All the future articles 


.nearly refer to the guarantee, which I think is 


rather important. 

3168. The 14th Article is a supplementary 
guarantee of further things, mines and forests, 
belonging to the Government in Samana:—‘“<As 
a supplementary guarantee, the Government of 
San Domingo grants to the bondholders cf this 
loan a first mortgage on the coal and other mines, 
and the forests belonging to the Governnient in 
the peninsula of Samana, to the east of Grand 
Estero, as also.on the revenues accruing to the 
treasury from the export of guano or guanitos 
from the island of Alto Velo. These under- 
takings have been conceded to Messrs. Hartmont 
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& Co. by special treaties, and one clause in these 
agreements specifies that all the duties or re- 
venues due to the San Domingo Government on 
these undertakings are to be paid directly into 
the hands of the contractors of the loan, to be 
used in payment of the interest and sinking fund 
of such loan?” —'The rest isnot material. 

3169. ‘Article 16. There shall be retained 
from the last payment of the loan a sum sufli- 
cient for the payment of the interest and sinking 
fund during the first year.” Now, I think there 
was, on the same date, a cotemporaneous agree- 
ment between you and the Government of San 
Domingo, which you will find at page 66 of your 
pamphlet ?— Yes. ; 

3170. It is dated 14th June 1862, but that is 
a mistake of the printer, I suppose ?—Yes, it 
should be 1st of May 1869. 

3171. This is an agreement between the 
Government of the Republic of San Domingo, re- 
presented by Mr. Ricardo Curiel and Mr. @. H. 
Hartmont, acting on account of his house: 
“Article 1. The Government of Saint Domingo 
certifies as having received from Mr. Hartmont 
the sum of 50,0007. sterling in drafts on London, 
being the first payment stipulated in the agree- 
ment as to the loan concluded to-day between 
the two parties.” You handed over to them, I 
think, either a letter of credit or drafts ?—Drafts 
upon Smith, Payne, & Smiths, at 60 days’ sight, 
for 50,000. 

3172. And that money they have received ?— 
They have received it undoubtedly. 

3173. “Article 2. In the event of Messrs. 
Hartmont & Co. transferring the contract for the 
loan to another house, or that Mr. Hartmont, by 
virtue of the powers which have been granted to 
him, should conclude a new treaty for a loan, this 
payment of 50,000J. sterling shall be held to be 
on account of the new loan.” Is there anything 
more that is material which you wish read there? 
—No. 

3174. Now on the 8th of May, I believe, the 
formal power was executed to you (which you 
will find at page 52 in your pamphlet) by the 
president ?— Yes. 

3175. That, I think, ought to be read: 
“ Buenaventura Baez, General of Division, 
Chief Citizen and President of the Dominican 
Republic, to all to whom these presents shall 
come, greeting: Whereas the Consultative Se- 
nate of the Dominican Republic, by its decree 
of the 29th of April last past, authorises the 
executive power to contract one or more loans 
on credit of the nation, to the extent of the net 
sum of 2,100,000 dollars, fwertes in specie; we 
have named and do name by these presents our 
consul general in London, Mr. Edward Herz- 
berg Hartmont, our special commissioner for 
the conclusion of the said loan; and therefore 
we have authorised him, and do authorise him, 
to contract for, account, and in the name of the 
Republic, one or more loans, to the extent of 
the sum mentioned, and on the most advan- 
tageous terms possible for the State. We fur- 
ther authorise him to mortgage, as special gua- 
rantee for the regular payment of the interests, 
and for the redemption of the above-mentioned 
loan or loans, the import and export duties which 
may be collected in the custom houses of San 
Domingo and Puerto Plata, as likewise the in- 
come or profits accruing to the Government from 
the working of the mineral measures, and of the 

forests 
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forests of the peninsular of Samana, and from 
the exportation of guano from the Island of Alto 
Velo, At the same time we authorise him to 
execute, and to sign, in the name of the Re- 
public, all contracts, bonds, or other documents 
relating to this matter, declaring to be ratified 
by these presents all acts concluded by our com- 
missioner within the limits of his power. In 
testimony whereof we sign these presents with 
our own hand;” and so on. Now, that was the 
document authorising you to raise the loan in 
London 7(—Yes. I think it is fair that one 
article, on page 44, should be read, because 
otherwise the Committee would be under a mis- 
apprehension ; the additional treaty, I mean. 

3176. What is the date of that?—The same 
day as the contract was concluded. 

3177. That isto say, the Ist of May. It is 
an additional treaty between Curiel and your- 
self ?—Yes. 

3178. “ Article 1. The Dominican Govern- 
ment having signed this day a treaty with 
Messrs. Hartmont & Co. for the conclusion of a 
loan of 420,000/. sterling, binds itself to pay 
Messrs. Hartmont & Co. the sum of 100,000 J. 
sterling as compensation for their outlays, risks, 
and commission ; this sum is payable pro rata of 
the payments successively to be made on account 
of the loan, and Messrs. Hartmont & Co. are 
authorised to retain that sum on the successive 
payments. Article 2. In case that the treaty 
concluded with Messrs. Hartmont & Co. shall 
be transferred by them to another firm, or that 
Messrs. Hartmont, in virtue of the powers con- 
ceded to them concluded a new treaty, the 
stipulations of Article 1 of the present will be 
applied to the new treaty, and Messrs. Hart- 
‘ mont & Co. will receive the stipulated commis- 
sion in the same manner as indicated in the 
Article 1 of the present treaty. It is, however, 
well understood that in this case the Dominican 
Government will have to pay no other commis- 
sion, be it to the firm that brings out the loan, 
or to any other person. All such commission 
will be paid by Messrs. Hartmont, and the pay- 
ments of the Dominican Government must in no 
case exceed those stipulated in those treaties 
concluded this day ”?—The reason why sucha 
high amount of commission was fixed here was 
because it was to cover the working expenses of 
opening up Samana, which would have been 
very heavy; not only the working expenses and 
profits of the loan, but the expenses of opening 
up Samana, which the Government wished to 
cover in this way, so as not to be obliged to ask 
for another grant from the senate. 

3179. That would be a gross sum of 100,000 7. 
as compensation for outlays, risks, and commis- 
sion ?— Yes; and I have given this explanation 
because it is true. 

3180. With that authority you came over to 
this country ?—Yes. 

3181. And did you put yourself into commu- 
pape with Messrs. Peter Lawson & Son?—I 

id. 

3182. And I believe you proposed to them 
that they should become the contractors for the 
loan ?—Yes. 

3183. And you gave them, I think, a letter of 
authority, dated the 24th of July 1869, which 
will find at page 71 of your pamphlet ?— 


es. 
3184. Will you be good enough to read it ?— 
0.64. 
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“ To Messrs. Peter Lawson & Sons, London, 
24th July 1869. Gentlemen,—In virtue of the 


_ full powers given to me by the Supreme Govern- 


ment of Santo Domingo, dated 8th May 1869, to 
raise and issue a loan of 757,700 /, nominal, and 
to sign the obligations or bonds for the same, I 
hereby authorise you and request you to effect 
such issue according to the annexed Prospectus 
of the contents and conditions thereof. I hereby 
approve and I hereby authorise you to receive 
the subscriptions and moneys, and to give re- 
ceipts for the same. I hereby assign the sum of 
58,900 J. per annum, being the amount required 
for interest and for the sinking fund of the said 
joan. And I hereby also agree and declare, in 
virtue of the full powers conferred upon me, that 
the general revenues of the Republic of Santo 
Domingo, as well as the entire proceeds of the 
receipts of the export and import customs dues 
at Saint Domingo and Puerto Plata, and also the 
royalties from the working and export of guano 
from the Island of Alto Velo, and the revenues 
of the said Government arising from the coal and 
other mines and materials, and the mahogany and 
other woods from the forests upon the promon- 
tory Samana, are charged with and liable for the 
punctual payment of principal and interest of the 
said obligations or bonds of the said loans. And 
I finally authorise you to do all such acts as shall 
be necessary for the due execution of the issue of 
the above said loan, and the obligations and se- 
curities therefore; subject, however, to your 
holding the proceeds or produce of the said loan 
to my order and disposition. I am, gentlemen, 
yours faithfully, (signed) Edward Herzberg 
Hartmont, Special Commissioner of the Govern- 
ment San Domingo, pursuant to the full powers. 
Witness to the signature of Mr. Edward Herz- 
berg Hartmont, (signed) H. P. Sharp, soli- 
citor, 92, Gresham House, Old Broad-street, 
London.” 

3185. The prospectus there mentioned is the 
prospectus which we have already read ?—Yes. 

3186. Can you tell us whether, before this loan 
was advertised to the public, any steps were 
taken with a view to its being taken up by some- 
body? —Yes, there were. 

3187. By a Mr. Mackenzie?—A Mr. J. T. 
Mackenzie. 

3188. Who was Mr. Mackenzie ?—He was at 
that time a very large financial agent in the City. 
He lives in Scotland now, and wrote, two or 
three days ago, a long letter to the “ Times” 
with regard to the Prince of Wales’s journey to 
India. He was at that time a very well known 
financial agent in the City. 


3189. You opened negotiations with him with 


a view to his taking nearly the whole of this 


loan ?—I did not open them; somebody opened 
them with my permission. 

3190. Who was that ?—Mr. A. Mendel. 

-8191. Who was Mr. Mendel ?—He was a 
financial agent in the City at that time. 

3192. I believe it went off afterwards; but 
was there, at one time, an agreement entered 
into between yourself and Mendel and Mac- 
kenzie ?—There was a contract entered into that 
Mackenzie was to take firm the whole loan. In 
fact, he prepared the prospectus which you have 
just read ; it was prepared at his office. _ 

3193. That arrangement with Mackenzie, then, 
was before the prospectus was actually issued to 
the public ?—It was. 


Re 3194. But 
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3194. But that went off afterwards, I think ? 
—It went off afterwards. 

3195. I think Makenzie declined to go on with 
it?—Mr. Mackenzie, just the day before the pro- 
spectus was to be advertised, threw it up. 

3196. Can you give us the exact date when 
the prospectus was issued; was it the 26th of 
July ?—About the end of July 1869. 

$197. Now, I think, between that time and 
the 22nd of October, not more than 178,700 /. 
was subscribed by the public to that loan ?— 
Yes; I think that was the amount. 

3198. I am reading from the certificate of 
Peter Lawson & Son to the Stock Exchange on 
that date; that would probably be correct ?—It 
would be correct. That includes Peter Lawson’s 
subscription, I should think. 

3199. What was their subscription? — They 
had advanced 50,000 Z., and took bonds for those 
in payment. 

3200. The 50,0002 which you had paid ?— 
Yes. ‘ 

3201. And what was the amount which they 
so took ?—I understand there was as near as 
possible 91,0002. 

3202. £.91,000 nominal to reimburse them- 
selves for the 50,000 7. advanced to the Govern- 
ment ?—Yes. 

3203. The difference between that and the 
178,700 7. was from the subscription from the 
public ?—Yes. 

3204. From that time, from the issue of the 
loan to January 1870, the loan seems to have 
been in suspense ?—There were several attempts 
made to issue the remainder of the loan, but they 
did not succeed. 

3205. Were there attempts made to form a 
syndicate to bring it out ?—Not to bring it out, 
but to take the remainder of the bonds. 

3206. But those attempts came to nothing ?— 
They came to vothing. 

3207. Now, in January 1870, I see by the 
certificate which I have already read from Peter 
Lawson & Son to the Stock Exchange, they say, 
“ We beg to inform you that the total amount of 
757,700 Z. has been disposed of.” That is true, 
I suppose —It was conditionally disposed of. 

3208. Do you suggest that this is not accurate. 
I will read the words to you. This is Peter 
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Lawson & Son writing to the Committee of the 
Stock Exchange applying for a quotation in the 
official list: “ We beg to inform you that the 
total amount of 757,700 /. has been disposed of, 
and we have therefore to request that the quo- 
tation in the official list may be extended to the 
entire loan” ?—The balance of the loan was only 
conditionally disposed of. 

3209. You mean by “the balance” the differ- 
ence between the 178,700/. and the 757,700/. ? 
—Yes. 

3210. Can you tell us through whom that con- 
tract was made; wasit through Messrs. Cazenove; 
were they the brokers ?—Yes. 

3211. And is it the fact that they sold it to 
Messrs. Bischoftsheim & Goldschmidt, and Messrs. 
J. S. Morgan & Co. ?—Yes. 

3212. The balance being 579,000/.; is that 
so ?—Yes. 

3213. The whole of the balance, after the 
178,700 7., was disposed of to those two firms, 
Bischoffsheim & Goldschmidt, and Morgan & 
Co.?—Yes. I do not think they took it all 
firm. 

3214. But by the contract they took the 
whole ?—Yes. 

3215. Is that the disposal of the loan which 
is referred to in this certificate: “* The total 
amount of 757,700/7. has been disposed of, and 
we therefore request that the quotation in the 
official list may be extended to the entire loan ” ? 
—lI hear that for the first time, and cannot be 
responsible for that. 

3216. You were deeply interested in this 
matter, and were Consul General, and the person 
bringing out the loan ?—Yes. 

3217. Was there any other disposal of these 
bonds ?—Not at that time. i 

3218. Is there any doubt that the disposal 
referred to is the disposal which was effected by 
Cazenove to Bischoffsheim & Goldschmidt, and 
Morgan & Co.?—There is no doubt whatever 
that that is the disposal. 

3219. Did you take part yourself in making 
the contract which was concluded with Cazenove ? 
—Yes. 

3220. Do you know the exact date of it ?— 
Some time in January, I could not say exactly 
what it was. 


Mr. Henry CAZENOVE; sworn. 


Mr. Watkin Williams. 


3221. ARE you a member of the firm of P. 
Cazenove & Company ?—I am. 

3222. Stock-brokers ?—Yes. 

3223. Your firm, I believe, have had large ex- 
perience on the Stock Exchange in transactions 
relating to loans and other matters ?—Yes. 

3224. Now, had you cognisance of this San 
Domingo Loan of 1869 at all?—Not origi- 
nally. 

3225. Were you employed in January 1870 to 
effect a sale, as brokers, for the disposal of the 
San Domingo bonds ?—Yes, we were. 

3226. Is this your book in which you enter 
your contracts (handing an Account Book to .the 
Witness) ?—-It is. 

3227. And have you in that book a record of 
the contract effected by you with regard to these 
bonds ?—Yes. 


Mr. Watkin Williams—continued. 


' 3228. You enter in your book, as brokers, a 
record of your contracts ?—-We do. 

3229. And I believe you hand duplicate 
original bought and sold notes, ene to each 

arty ?—Yes. 

3230. You keep a record in your own book of 
the transaction ?— We do. 

3231. And you produce that in the original 
there ?— Yes. 

3232. And is this (pvinting to it) a copy which 
you have furnished me of it ?—That is a correct 


copy. 

3233. Will you tell the Committee when you 
were first instructed to effect this sale?—About 
December 1869 or January 1870, Mr. Sharp, 
solicitor to Messrs. Peter Lawson & Son, asked 
us whether, in our capacity of brokers, we could 
effect an arrangement for the disposal of about 

half 
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half a million nominal of Santo Domingo Six per 
Cent. Bonds. We looked into the matter, and 
put ourselves in communication with several of 
our friends and clients. After a considerable 
amount of discussion, and a great deal of time 
being occupied, we finally brought together at 
the office of one of our clients, Messrs. J. S. 
Morgan & Co., mentioned there, all the parties, 
and put them in direct correspondence with each 
other. 

3934. What do you mean by “all the par- 
ties ;” who else besides those you have already 
mentioned ?—Mr. Sharp, who came to us repre- 
senting Messrs. Lawson & Son, who introduced 
the business to us. After a-certain time, and 

after several meetings which had taken place at 
the office of Messrs. J. S. Morgan & Co., an 
arrangement was effected, and that arrangement 
is embodied in that contract. 

3935. Then, as I understand you, this negotia- 
tion continued over some considerable time ?— 
Yes, precisely, in accordance with that contract. 

3936. This is the result: “ London, January 
the 3lst, 1870.” As I understand you, this is the 
embodiment of a negotiation which had been 
going on all through the month ?—Yes, for a 
month at least. 

3937. This is the sold note, apparently: “ Sold 
for Messrs. Peter Lawson & Son, to Messrs. 
Bischoffsheim & Goldschmidt, and Messrs. J. 5. 
Morgan & Company, representing themselves and 
others, 571,700. bonds of the Santo Domingo 
Six per Cent. Government Loan, 1869, with in- 
terest from Ist January 1870 (being part of the 
loan of 767,700/. quoted in the official list of the 
Stock Exchange), at the price of 55 per cent., 
314,485 l.; the bonds to be handed over forth- 
with to Messrs. Bischoffsheim & Goldschmidt, 
and Messrs. J. 8. Morgan & Co., under the fol- 
lowing conditions : 100,0007. to be paid in cash 
on the 30th April next; the balance of 214,435 /. 
to be paid on the 30th June next, either in cash 
or in bonds of the above loan, reckoning each 
1002, of bonds at 557. cash, at the option of 
Messrs. Bischoftsheim & Goldschmidt, and Messrs. 
J. 8. Morgan & Co., who may make the payment 
in cash or bonds, or partly in cash and partly in 
ponds, in such proportions as they may think ad- 
visable. On payment of the said 100,000/. on 
30th April next, Messrs. Bischoffsheim & Gold- 
schmidt, and Messrs. J. S. Morgan & Co., may 
elect either to carry out the purchase or to re- 
scind the same; in the latter case, notifying the 

~ same in writing to Messrs. Peter Lawson & Son, 
at their counting-house in London, and in. that 
case the 100,090/. shall be deemed and become 
an advance to the firm of Messrs. Peter Lawson 
& Son till 30th June next, at interest after the 
rate of 5 per cent. per annum, against the bonds 
as collateral security, and in default of payment 
of said 100,000/. and interest on that day, 
Messrs. Bischoffsheim & Goldschmidt, and 
Messrs. J. S. Morgan & Co., may sell any of 
the bonds remaining unsold, either publicly or 
privately, without any notice or consent of 
vies Peter Lawson & Son, who shall, on 
demand, pay the deficiency, if any. So soon as 
the bonds are handed over to Messrs. Bischoffs- 
heim & Goldschmidt and Messrs. J. S. Morgan 
& Co., they shall be at liberty to sell and dispose 
of the same, in such manner as they shall deem 
expedient. This contract shall be mutually 
binding on the principals, Messrs. Peter Lawson 
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& Son, on the one side, and Messrs. Bischoft- 
sheim & Goldschmidt, and Messrs. J. S. Morgan 
& Co. and their associates, on the other side; 
and they shall look to each other for the fulfil- 
ment of the same, without recourse or liability 
against the undersigned Messrs. P. Cazenove & 
Co., who act solely as agents or brokers between 
the parties. On the acceptance and ratification 
of the contract by the parties thereto, Messrs. 
Peter Lawson & Son shall pay to Messrs. P. 
Cazenove & Co.,” &c.; that is your commission, 
was your remuneration for the matter 2— 
es. 

3238. “ We, the undersigned, hereby accept 
and ratify all the conditions of the foregoing 
contract. (Signed) Peter Lawson & Son; Bis- 
choffsheim & Goldschmidt; J. S. Morgan & Co.” 
Then attached to this copy of the contract there 
is a memorandum which gives the other parties 
who were associated ?—That memorandum gives 
the other parties who were associated principally ; 
but that is not in the contract. 

3239. They are principals behind, undisclosed 
in the contract ?—Yes. 

3240. Are they Morton, Rose, & Co. ; Charles 
Morrison, and Julius Beer ?—Yes; those are the 
names. 

3241, I believe you are prepared, when re- 
quired, to furnish the Committee with both 
suggestions and information as to the practice of 
dealing with these loans ?—Quite so. 


Sir H. James. 

3242. You do not object to your commission 
being stated, do you ?—Not the least in the 
world. Iam much obliged to you for the sug- 
gestion. 

Mr. Watkin Williams. 

3243, “On the acceptance and ratification of 
the contract by the parties thereto, Messrs. Peter 
Lawson & Son shall pay to Messrs. P. Cazenove 
& Co. the sum of 2,000/. as commission on the 
transaction. ‘This commission may, at the option 
of Messrs. Peter Lawson & Son, be paid in cash 
or in bonds of the loan, reckoning each bond of 
1007. as 602. cash? ”~-That commission was 
afterwards paid us in bonds. 

3244. I believe it was a very troublesome 
transaction to you?—It took a great deal of our 
time, and of course time is money with us; 
nearly six weeks. 


Sir C. Russell. 


3245. It would be the ordinary usual commis- 
sion, would it ?-For such a transaction as that 
it is alump sum by a mutual agreement to be 
made between the parties; 
your services are worth. 


Sir H. Holland. 


3946, We have had produced a letter from 
Peter Lawson & Son to. the committee of the 
Stock Exchange, dated 19th January 1870, in 
which it says that the total amount, 757,700 be 
has been disposed of. This contract is dated the 
31st of January, 1 understand 2_Yes. 

3247. Had you any knowledge of that letter 
at all ?—Not that I recollect. 


Mr. I. Stanhope. 
3248, You are not a member of the committee 
of the Stock Exchange, are you?—No, I am 
not. ‘ 


Ree Mr. 
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Mr. Puleston. 


3249. You acted entirely as brokers in this 
case ?—Solely and simply. 

3250, As brokers between the two principals ? 
—Yes; and our functions ceased in this parti- 
cular matter when we handed the contract over, 
and neither bonds nor money ever passed through 
our hands. 


Mr. Watkin Williams. 


3251. You will observe that we have already 
shown that on the 22nd of October 1869 the sum 
of 178,700/. had been allotted to the public P— 
Yes: 

3252. Then, in this contract, you dispose of 
571,7007., which is said to be part of the loan of 
757,7002. Now those two figures together do 
not make up the exact total; they only make 
750,400. Can you explain that ?—Not in: the 
least. 

3253. Have you any suggestion to offer ?— 
Messrs. Lawson & Son may have sold, between 
October:and the negotiation with us, the dif- 
ference. 

3254, That is your explanation?—I should 
imagine so, because I am under the impression 
that that was the total balance they had left, 
571,700 2. 

3255. If the certificate of the 19th of January 
1870 is correct in any possible sense, stating that 
the whole 757,7001. had been disposed of, it 
must be accounted for in that way ?—Yes, I 
imagine so, 

3256. Can you explain how it is that this cer- 
tificate of Peter Lawson & Son to the Stock 
Exchange committee is dated the 
January 1870, stating that the total amount has 
been disposed ef whereas your contract is dated 
the 31st of January ?—It is very likely indeed, 
and I can only charge my memory with it to a 
certain extent, as all these matters were con- 
ducted vivd voce, that this arrangement was made 
and thoroughly ratified by our friends personally, 
perhaps 10 days or a fornight before; but the 
final contract did not pass till that date. 

3257. The negotiation was treated as practi- 
cally concluded before the formal document ?— 
Yes. 

Mr. Kirkman Hodgson. 


3258. And it is very possible that the condition 
of the purchase was that a quotation for the 
whole loan should be obtained on the Stock 
Exchange ?—Very probably. 


Mr. S. Cave. 


3259. Do you say that part of the commis- 
sion to you was paid in bonds?—The whole of 
the commission to us was paid in bonds. 

3260. Was that paid by Peter Lawson & Son? 
—By Lawson & Son, according to the con- 
tract. 

3261. Those were in addition to the bonds that 
were sold to Bischoffsheim & Goldschmidt, and 
Morgan ?—T forget now at what time we received 
They may not have been, because as far 
as that contract was concerned (I only know it 
as hearsay, of course we had nothing to do with 
the transfer of the money), that contract was only 
adopted to the extent of about, in round numbers, 
100,000 7. odd of money, which would represent 
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less than 200,000 Z. of bonds; so thatthere would _ 


be still bonds in the hands of the contractors. 


3262. What was the value of the bonds which _ 


you received on commission ?—~At 60, as stated 
in the contract. 

3263. You do not know whether they formed 
part of the difference, which is unexplained, be- 
tween what was sold at this time and what was 
issued to the public.?—No. 


Mr. Kirkman Hodgson. 


3264. Is it within your knowledge to what ex- 
tent this contract was carried out by your pur- 
chasers ?—It was carried out, as we were informed 
yesterday, when we went to ascertain all we could 
for the information of this Committee, to the ex- 
tent of a little over 100,000. of cash. A credit 
was opened in February 1870 with Messrs. Fesser 
& Company, of Havannah, for 100,000 Z. on credits 
in favour of Peter Lawson & Son. That 100,000 7. 
of course was paid, -and honoured as the drafts 
became due; Messrs. Peter Lawson & Son sub- 
sequently endorsed them, as Messrs. Morgan in-. 
forms us, to Mr. E. H: Hartmont, the Commis- 
sioner of the San Domingo Government. 


Mr. William Shaw. 


3265. Is it the custom of the Stock Exchange 
to have a certificate from a banker before giving 
a, quotation ?— Very often the banker’s pass book 
goes in, and the banker also gives a certificate at 
times. 

3266. But in this case Lawson & Son are not 
bankers, merely agents to bring out the loan?— 
There would be no banker’s certificate in the 
second application. We did not act for Messrs. 
Lawson at all in the first application. 

3267. But in the second application would they 
give a settlement without the certificate of the 
banker ; I thought that was essential ?—No. 

3268. In the first case it would be ?—Yes. 


Mr. Whitbread. 


2269. Have you any knowledge at what rate 
these bonds were selling in the market ?—I do 
not know; but to the best of my belief the nomi- 
nal price of the bonds was about the same as the 
issue price, namely, about 70. 


Mr. Kirkman Hodgson. 


3270. With such a price as that that was no- 
minal ?—I' believe it was so nominal that you 
could not deal in 5,000 Z. stock. 


Sir Charles Mills. 


3271. You did dispose of some of these bonds? 
—We disposed of them in the usual way as 
brokers, to the amount in all of about 70,000 @. 
afterwards. 

3272, At what prices ?—I find it was 70,1002 
in all, at prices varying from 70 to 71, and from 
the 11th of February to the end of May. I think, 
if I recollect right, just about that time there was 
a little excitement in the market, caused by the 
idea that San Domingo was going to be annexed 
to the United States, but the excitement did not 
last very long. 

3273. And those are part of what they paid, 
100,000 7. in cash, to Messrs. Peter Lawson & 
Company ?—No doubt; I should assume go. 
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Mr. Epwarp HerzBerG Hartmonrt, recalled. 


Mr. Watkin Williams. 


3274. I BELIEVE the total amount of these 
bonds was afterwards at one time or another 
disposed of to the public ?—Yes. 

3275. Can you tell the Committee what was 
the entire amount received in cash for these bonds? 
—I can\approximately ; I would not bind myself 
to a few thousands or so, but as nearly as 
possible it was 372,009 7. 15s. 1d.; I make out 
that, to the best of my knowledge, from my 
memorandum. 

3276. Is that the total amount ?—Yes. 

Sir Henry James. 

3277. Including the 178,700 /.?—Yes, includ- 
ing the 178,700/.; the average price at which 
they were sold 1 can specify to the Committee 
if they desire it; there was 91,0007. which 
Lawsons took at 55 /., amounting to 50,050 J. 


Mr. Kirkman Hodgson. 


3278. That was against the 50,0007. which 
you had paid for the Government?—Yes; on 
original subscriptions from the public, 15,000/. at 
70/., for which I received 10,4592. 15s. 1d.; 
then Messrs. Bischoffsheim & Goldschmidt, with 
or without J. S. Morgan & Co. I do not 
know, took altogether about 390,000 /. of bonds ; 
the price that was originally at 55 /. was after- 
wards lowered, and the average price at this 
time was about 50 /., so that they have produced 
about 195,0007.: and that which I sold by my- 
self about 233,000 /., mostly in Germany, at about 
50/., producing 116,500 7, Messrs. Cazenove re- 
ceived 2,70071., nominal of course, in bonds. 


’ Messrs. W. & H. P. Sharp received for law 


expenses 3,800/. in nominal amount of bonds; 
and 22,000 J. were absorbed for chartering ships, 
and for sending plant out to San Domingo; you 
will find that that makes the total of 757,500 J. 
of bonds, and of money 372,009 /. 15 s..1d. 

Mr. Watkin Williams. . 

3279. That leaves 2007. short of the total 
amount ?— Yes, I cannot make that out; it may 
be a clerical error. 

3280. The total andebtedness of the Govern- 
ment of San Domingo in this transaction is 
757,700 1., that is the debt ?—Yes; in order that 
youmay follow me easily, I will hand you ina copy 
of the figures, showing how | disposed of the 
bonds, and the money which they produced 
(handing in the same to Mr. Watkin Williams). 

3281. Is it the fact that the Government of 
San Domingo have never received anything more 
than the original 50,000 /., which was remitted to 
them in the drafts upon Smith, Payne & Smith ? 
—They received 50,000/., and the remainder of 
it was paid to me by their direction in England. 

3282. But is it a fact that the Government 
have never received more than that 50,0v0 l. -— 
I cannot answer that question without qualify- 
ing it, because it would cause a wrong impres- 
sion. 

3283. The total amount that they ever received 
in San Domingo is the original 50,000 /., which 
they received on the Ist May 1869 ?—They 
received the 50,0007. only in San Domingo, and 
the remainder was in a large measure disposed of 
by their direction. 

aie: Will you be good enough to explain 
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this: there are, in this account which you have 
handed in to me, divers expenses, amounting to 
34,017 7. 10s. 11 d.?—Yes. 

3285. The first of these are travelling expenses; 
your travelling expenses are put down as 5,0001.? 
—Yes; I think the Committee would require an 
explanation of such a large amount; I was three 
times in those three years in San Domingo ; every 
time I wanted to communicate with London I had 
to go to Havannah by steamer, and communi- 
cate with London from there, and it was most 
expensive; I do not think the 5,000/. covers it's 
I was three times there altogether. 

3286. When was the first time ?—At the time 
T concluded the loan I started in December 1868, 
and stayed there till May 1869. 

3287. For travelling expenses you charge 
5,0001. Then “Paid to Peter Lawson & 
Son for advertising, interest for temporary 
loans, brokerage connected with the issue, 
4,167 1. 10s. 11d.” ?—I have the account of that 
here, if the Committee would like to look at it. 

3288. “ Stamps and printing of bonds paid to 
W.& H. P. Sharp, 1,050 ."—Yes, and I have 
got that account here. 

3289. “Commission paid to Bischoffsheim & 
Goldschmidt and J. S. Morgan & Co., for their 
letter of credit, Havannah, 1 per cent. on 
100,000 7., 1,000 /.”?—Yes. 

3290. “ Commission to Fesser & Co., Havan- 
nah, for letter of credit, 24 per cent., 2,500 1.” ? 
—Yes, I have the vouchers for all those things 
here. 

3291. “ Commission to Spofford Brothers, New 
York, £ per cent. on 350,000 /., 1,750 2.” ?—That 
is so. 

3292. “Payment to Colonel Fabens, Wash- 
ington, 1,000 2.”?—That is the Dominican Am- 
bassador at Washington; he went for me once 
to Washington. 

3293. “ Guns purchased by order of Colonel 
Fabers, and confiscated by the United States 
Government, 9,000 dollars, 1,800 J.” ?—Yes. 

3294. ‘ Losses on exchange : in Havannah, 1$ 
per cent., 1,500/.; in New York, 5 per cent. 
gold, 6,000 /.”; what is the meaning of that ?— 
The meaning of that is, that the letter of credit 
from Fesser & Co. was due in the month of 
March, and I went in March to New York, and 
we had letters of credit drawn by Fesser on New 
York, and at that time I wanted themoney drawn 
to my credit, and the exchange fluctuated after- 
wards, and that was the loss which I made in 


converting the. gold into paper, and then the — 


paper again into gold. 

3295. “In New York, London, and Berlin, 5 per 
cent. on 65,0007., 3,250 /.”?—Yes, at the desire 
of Colonel Fabens I sent 65,0007. by telegram 
to Berlin. It was just during the German war 
of 1870; it was exceedingly difficult to get any 
remittances in Europe at all. That money was 
remitted by Messrs. Belmont in New York, 
Rothschild’s agent, and the Bank of Prussia ; and 
the Committee can easily check that if they 
desire. 

3296. * TDivers expenses, not specified, 5,000/.”? 
—There were a large amount of small expenses. 

nati Making a total of 34,0172, 10s. 11 d.? 
—Yes. 
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3298. That leaves, balance of the net pro- 
ceeds, 337,992 J. 4s. 2 d.; is that so ?— Yes. 

3299. But, as I understand at present, out of 
the net proceeds we have only had 50,000 2. 
reaching the hands of the Government of San 
Demingo ? —Yes. 

3300. What has become of the remainder of 
the 337,000 /. odd ?-—I was only accountable for 
320,000 /. anyhow, by virtue of the contract which 
you have just read. - 

3301. You mean deducting 100,000/. for 
expenses ?/—Yes. 

3302. You have deducted here 34,000 J. ?—I 
was accountable to the Government for 420,000 /., 
less 100,0007. I have been giving you that 
statement of expenses for your information ; they 
have nothing to do with the Government at all. 
I am accountable to the Government for 320,000 J. 
whether I make a loss or a profit. 

3303. The language of the additional treaty is: 
“The Dominican Government having signed 
this day a treaty with Messrs. Hartmont & Co. 
for the conclusion of a loan of 420,000 J., sterling, 
binds itself to pay to Messrs. Hartmont & Co. 
the sam of 100,000/. sterling as compensation 
for their outlays, risks, and commission ”?—That 
is so. 

3304. And do you mean to put in addition to 
that the 34,0007. odd?—No, certainly not; nothing 
of the sort. Imadea contract with the Govern- 
ment for the lean, for which I have guaranteed 
them the amount of 420,000 /., less 100,000 /. for 
expenses, which makes the net amount of 
320,000 /.; and. the figures which I have just 
given do not concern the Government at all. 
Tonly put them in to show that that 100,0002 
shrunk together to 17,9921. 14s. 2d. 


Sir Henry James. 


3305. When you say you had to bring 
420,000 1., where do you agree at what price they 
are to be issued; what was to be the indebted- 
ness of San Domingo; were you to issue them 
at any price you lhked?—-The indebtedness of 
San Domingo was 25 annuities of 58,9002; it 
was perfectly immaterial at what price I issued 
them. 


Mr. Watkin Williams. 


3306. As I understand at present, only the 
original 50,000 7. reached San Domingo ?—Yes, 

3307. What became of the remainder ?—The 
remainder, the balance of the loan, was tendered 
by me to President Baez in the month of February 
1870. 

3308. Can you give the figure ?—I will find it 
by-and bye; I cannot at this moment put my 
hand on it. 

3309. According to the figures you have given 
us, it would be 270,000 2. ?—No, I do not think 
it would; the fact is, that 320,000/. was the 
amount, less 50,000 /., and also less 58,900 Z., the 
first year’s payment of interest and dividend. 


Mr. Kirkman Hodgson. 
3310. Which was paid ?—Yes, 


Sir Henry James. 


3311. When did you take the year’s interest 
from ?—From the Ist January 1870. 

3312. To the 31st December the same year ?— 
To the 31st December the same year. 
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3313. When do you say that you offered the 
money to the San Domingo Government ?—I 
started by the steamer near on the 2nd of Feb- 
ruary 1870 from Southampton, and I must have 
been in San Domingo between the 23rd of Feb- 
ruary and the end of the month. 

3314. And do you say that you tendered the 
money yourself ?-—Yes. 

3315. To whom?—To President Baez in ‘the 
shape of a letter of credit of 100,000 7, which I 
had upon Havannah; 33,3334 6s. 8d. were 
acceptances of Peter Lawson & Son, and the 
remainder were my bills upon Bischoffsheim & 
Goldschmidt. 


Mr. Kirkman Hodgson. 

3316. With a letter of credit ?—No, I had no 
letter of credit for the balance, but they held all 
the bonds, and I could draw against them, and 
they would have been paid. 

3317. Peter Lawson & Co. had failed, had 
they not?—These bills were paid before they 
failed. I will undertake the next time to bring 
the exact date of my making the tender; it was 
about the end of February 1870. | 


Mr. Watkin Williams. 


3318. Did you see the President yourself ?— 
Yes. 

3319. Did the Government refuse to take the 
money ?—No, they did not refuse at that time : 
they had concluded annexation treaties with the 
United States, which were to be ratified on the 
29th of March, and President Baez told me that 
I should either stay there until the treaties were 
ratified, or I could go to Washington and work 
with his agents for annexation, and pay the 
balance of the loan then over to the United States 
Government, because it. would belong to them as 
soon as they were annexed. . 

3320. In the result they did not get the 
money ?—In the result the money was paid away 
in dividends and drawings. 

3321. When you visited them, and tendered 
the money, they did not receive it ?—No. 

3322. Then what became of the money ?—I 
went to Washington and New York; I stayed 
there till the month of September 1870, and then 
certain changes were proposed by the San 
Domingo Government in the Joan, which you 
have found stated in a Paper before you. The 
money partly for a long time remained in New 
York, and partly as I explained before; I tele- 
graphed money to Berlin to buy arms, which arms 
were not bought ; and I drew upon it from time 
to time for payment of coupons and dividends. 

' 3323. Is that money all gone ?—No, not all. 

3324. Where is it?—A portion of it is in my 
hands against the claims which I have against the 
Government. 

3325. How much have you in hand ?—TI owe 
the Government out of the loan 93,750 ., if they 
pay me my damages which arise out of the Sa- 
mana concession, and confirm the same: 

3426. Supposing they do not pay you your 
damages?—Then I shall wait until they square 
accounts with me. ! 

3327. How much have you in hand ?—Nothing 
in cash. If I had to pay it, I could pay it. I do 
not consider that I owe it to the Government. 

3328. You gave me a conditional answer to 
my question. I asked you how much money you 
had in hand resulting from this loan, and you 


said 
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Mr. Watkin Williams—continued. 

said 93,000/., if something was done. How much 
have you im hand ?—I cannot say, because I do 
not keep a separate account for the loan. ; 

3329. What do you claim as damages against 
the Government for the loss of the Samana con- 
cession ?—I claim the half of 140,000 dollars per 
annum which the Government have received, and 
which they owe to me and ought to have paid 
over to me. They have received since 1869 
150,000 dollars per annum by robbing me of my 
concession, and giving it to another company, 
first to the United States, and then to another 
company ; and I claim the half of that amount. 


Sir Henry James. 


3330. Will you now tell us what you have 
actually paid away out of the 211,000 /. refused 
by the President; will you be good enough: to. 
state to the Committee what has been paid away? 
—I charge the Government every six months 
29,450 7. for the redemption of the loan; that: 
is to say, the half of the 58,900 /. 

3331. From when to when out of the 211,000 Z,? 
—There will be 58,900/. during the second. 
year. 

3332. That will be to December 1871 ?— 
Yes. 

3333. And 58,900 7. the third year; that will 
be to December 1872 ?—The first half of that 
was paid on the Ist of July 1872. 

3334. Now, is that all the interest that has 
been paid?—Yes, Shortly after the last was 
paid, Colonel Mendez came to this country, and 
declared that he would cancel the Samana con- 
cession of the Alto Velo concession; and I 
offered him then, if he would confirm the loan 
and the Samana concession, to pay him the 
90,0007. over. I went then to the council of 
foreign bondholders, and told them I would pay 
it over to them if the Samana concession was 
confirmed. 

3335. This leaves, as I make out, 123,000 /. 
to be accounted for; what became of the rest ? 
—I do not think it does leave 123,0001., if you 
take 50,0007. cash and the 58,9007. for three 
years. 

3336. The second dividend, in 1872, was not. 
paid, was it ?—Yes; the second dividend was paid 
‘in July and the first in January. 

Mr. Kirkman Hodgson. 

3337. What was the time when the dividend 
ceased to be paid ?—On the 1st of January 1873. 
Altogether six dividends were paid; the first 
was paid on the Ist of January 1869. 

Sir Henry James. 

3338. Why did you not go on paying the 
dividends with the money that was left ?— 
Because in July 1872, I having paid the last 
dividend, Colonel Mendez came and threatened 
that he would cancel the concession of Samana, 
cancel the loan, and the concession of Alto Velo, 
and he withdrew my commissionership for San 
Domingo. At that time I heard for the first 
time that the Government were going to cancel 
the loan, or contest the validity of it, and that 
~ was in July 1872. 

Mr. Wathin Williams. 

3339. Did you not know that they had issued 
a document on the 20th of July 1870?—I knew 
of no document on the 20th of July 1870. 


3340. Not even now?—I know now that 
0.64, 
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Colonel Mendez at the time he came gave me 
avers paper, which the Senate had passed, I be- 
leve. 

3341. Do not you know that on the 20th July 
1870, the Government of San Domingo passed a 
decree declaring the contraet with you void ?— 
I have known it since October, or some time in 
1872, when Colonel Mendez showed it to me. I 
emphatically state that’ the Government never 
sent me notice of this, nor ever one single word 
to make me know that that had been done two 
years before. It was dune during the time when 
the annexation treaty was pending before the 
Senate, and there was no end of scheming going 
on to invalidate my rights. a # 

3342. During this time you kept the money? 
—Yes, undoubtedly ; and I mean to until the 
Government squares accounts with me. This 
may make it more clear (handing in a statement 
of account to Sir, Henry James). 


Sir Henry James. 

3343. “ By net amount guaranteed by E. H. 
Hartmont for the Santo Domingo Loan, 1869, 
320,000 /.;” that is the 420,000 J. gross, deducting 
your 100,000 /.. commission ?—Yes; but I have 
shown that it was not 100,000 /. out of that, but 
about 17,000 7. 

3344, “Ist May 1869, payment to the Go- 
vernment, 50,000 /.;” that was what Lawson 
found ?—Yes. 

3345. “Ist January 1870, half-yearly in- 


terest and redemption, as per contract upon the 


loan, 29,450 /. ; 1st July 1870, the same, 29,450; 
Ist January 1871, 29,4501.; Ist July, 29,450 7. 
Ist January 1872, 29,4507; 1st July, 29,450 1.” 
Then “Income from Samana from Ist May 
1869 to Ist May 1875, equal to six years, at the 
rate of 150,000 dollars per annum ; total 900,000 


dollars; one-half belonging to E. H. Hartmont, . 


as per concession, say 450,000 dollars, at 4 s. 2 d. 
per dollar, 93,750 Z.;” making 320,4507. So that 
on the Ist May 1875, the Government of San 
Domingo owes you 450,000 dollars?—Yes. 

3346. That is the way the account stands ?— 
That is the way the account stands. If the Com- 
mittee will allow me now to read a statement 
which I have put in, and which I should like to 
be made evidence, perhaps they will find that 
I am entitled to that money, more than at the 
present moment they seem to think. 

Mr. Watkin Williams. 

3347. What document do you want to read ?— 
I want. to read this statement of mine in the 
pamphlet, and the documents relating to it. I 
shall leave out the argumentative part. I think 


it very essential that it should be made evidence. ~ 


Neither the Committee nor the public could 
understand my case without it. 

3348. You wish that to go mas your state- 
ment, as your explanation of your relation to this 
loan?—Yes; a gréat many of the documents 
have been already read. It shows that during 
three or four years I have worked very hard 
indeed in this business, and have done almost 
nothing else; that through some political schemes, 
over which | had no control whatever, I was 
done out of my work and labour of three or four 
years, and that I am perfectly entitled, as. 
between the Government and myself, to claim 
those damages. As between the public and my- 
self, I admit that it has been a question of some 
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anxiety with me, whether this 90,0007. should 
nct be refunded to them; and I have taken 
advice about that; and I have not done it, because 
I am advised that it would not in the least 


improve the condition of the bondholders; if at. 


the time when Colonel Mendez came to London 
I had refunded the 90,000 7., I should have 
invalidated their claim; and, besides, I could 
have no authority, as I was advised, in any shape 
or way, to part with this money, except to the 
Government, or by express order from the Go- 
vernment. I intended paying it to the council 
of foreign bondholders at the time, but I could 
not do that, because the Government may at 
any time claim, I was advised, the balance from 
me. 


Mr. William Shaw. 


3349. How did you get this concession that 
you are claiming?—At the same time as the 
loan contract. 

3350. Have you any documents relating to it? 
—Yes. Ihave here the original concession of 
Samana, and the translation in English (pro- 
ducing it). 


Mr. Watkins Williams. 


3351. Had you a concession from the Govern- 
ment of San Domingo in relation to the promon- 
tory of Samana ?—I had. 

3352. And have you that before you ?—I have 
the original before me, and I produce it. 

3353. Is this, which you have handed to me, a 
translation of that concession ?— Yes, it is a 
translation; I do not know whether it is word 
for word a correct translation. 


Mr. Stephen Cave. 
3354. Is that translation a true account of it? 


—Yes, no doubt it is, 


Mr. Watkin Williams. 


3355. You had two concessions, one the 
Samana and the other the Alto Velo?—Yes; 
but I did not consider the Alto Velo concession 
so valuable. __ ; 

Sir Henry James. 


3356. This is your agreement relative to 
Samana—‘‘ Article 1. The Government of San 
Domingo grant to Messrs. Hartmont & Co. the 
exclusive privilege of working the coal mines as 
well as all other mines and metals, and besides 
also the forests of wood belonging to the State in 
the peninsular of Samana to the eastward of the 
Grand Estero. This concession is given for the 
period of 50 years. Article 2. The concession- 
aires must commence the surveys and preliminary 
works not later than six months after the date of 
the present agreement, and the workings must 
commence within a reasonable time after the com- 
mencement of the preliminary works. Article 3. 
The concessionaires shall pay the Government of 
San Domingo dues and all the produce which 
shall be eqivalent in their amount to the half of 
the net profit realised, after deduction of the 
working expenses. Asit is not possible to decide 
immediately as to what dues shall be payable 
to the Government of San Domingo, it is agreed 
that Messrs. Hartmont & Co. shall forward to the 
said Government at the close of the first three 
years of their working, a balance sheet showing 
the profits realised by them, and the half of such 
profits taken in the average shall form the basis 
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of the duties payable to the Government of San 
Domingo per ton of coal, and the same way with 
the other produce in fixing the net produce. A 
rate of interest of 10 per cent. per annum shall 
be allowed to concessionaires upon the capital they 
may employ in the working. The duties once 
fixed in this way shall continue the same during 
the whole of the period of the concession. 
Article 4. The concessionaires shall be bound 
within 12 months after the existence of veins of 
a new mineral (with the exception of coal) has 
become known to them in the peninsula of Sa- 
mana, to state whether or not it is their intention 
to work it. In the event of their not making 
known their decision or otherwise in that of their 
declining such working, the Government of San 
Domingo shall be at liberty to grant the privilege 
of doing so to any other person. Article 5. The 
Government of San Domingo undertakes to 
furnish gratuitously to the commissionaires the 
land requisite for the construction of vessels and 
workshops required for the service of the under- 
taking, and for the dwellings of the employés and 
workmen. Article 6. The revenues accruing 
from this working to the Government of San 
Domingo shall be employed on account of the 
loan contracted for the Republic of San Domingo 
through the intermedium of Mr. Hartmont. 
The concessionaires of the present agreement, 
or their representatives, are hereby authorised 
to pay into the hands of the contractors of the 
loan whatever sums may be due to the Govern- 
ment of San Domingo upon the profits of the 
workings conceded, and this until the repayment 
of the loan in full. When the whole is fully paid 
off, the dues shall be paid directly into the hands 
of the Government. Article 7. The iron- 
work, utensils, machinery, provisions, fuel, and 
other materials which shall be imported into 
the Government of San Domingo for the 
use of the working establishments shall 
be free of all import duties. All persons 
employed by the concessionaries in the work- 
ing of their concessions, whether they be 
natives or foreigners, shall be free from personal 
tax, but the concessionaires, in employing 
natives, are not to select them from the military 
class. Article 8. Messrs. Hartmont & Co. 
shall possess the right of transferring either the 
portion or the entirety of their privileges to one 
or more houses, or even to a committee appointed 
by the bondholders of the loan. Article 9. 
The present concession shall be maintained 
under any circumstances, in peace as in war, and 
even in the event of one or more of the con- 
cessionaires, or their representatives, being the 
subjects of a Government with whom the Govern- 
ment of San Domingo should be in a state of 
war, or with whom diplomatic relations should 
not be established, or should be interrupted. 
Done, bond fide, and executed in duplicate in the 
City of St. Domingo the Ist of May 1869.” 
Did you work under this agreement ?— No ; 
before we came out, the United States flag was 
hoisted over Samana, and we were forbidden to 
touch it. 


Mr. Kirkman Hodgson. 


3357. How do you arrive at the damages which 
you claim ?—The United States Government at 
first rented Samana at 150,000 dollars per annum, 
and afterwards the concession. was granted to the 
Samana Bay Company at the same rate. I be- 

heve 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


Mr. Kirkman Hodgson —continued. 
lieve the profit would have been much larger. 
The San Domingo Government have received 
-my portion of it for years. 

3358. You have invested no capital in the 
working of it?—No; we made a survey, and 
when we were about beginning to proceed with the 
work the United States had taken possession of 


it. 
3359. In the meantime the 93,000 J. remained 
invested in’ this country ?—Yes 


3360. Have you any objection to tell the Com- . 


mittee how it was invested ?—In my business ; 
partly good investments and purtly bad invest- 
ments. 

$361. It is not available if the decision were 
against you ?—In a very short time, if the Court 
of Chancery were to say that I had to pay, iL 
should pay it, time being given to realise certain 
securities. 


Mr. Watkin Williams. 


3362. In September 1872, was Mr. Mendez 
chargé d’affaires of the Dominican Republic ?— 
He became so at that time. 

3363, And did he issue a declaration on behalf 
of the Dominican Iegation in London in Sep- 
tember 1872, upon this subject ?—He did. 

3364, And you received that, I believe?— Yes, 
I received it. 

3365. Have you got it there?—I have a copy 


of it. 

3366. Will you kindly produce that ?—I will 
just read from the copy I have here. It is dated 
30th September 1872, London, and signed Men- 
dez. “ By various acts, dated Santo Domingo, 
1st May 1869, the house of Messrs. Hartmont & 
Co., of London, tendered for a loan of 2,100,000 
piastres (420,000 /.) by means of certain guaran- 
tees, and interest to be provided by the Domini- 
can Government, and amongst which was to be 
the concession for the working of the phosphates 
upon the island of Alto Velo, the property of the 
Republic. According to Article 7 of the principal 
contract relating to the loan, the house of Messrs. 
Hartmont & Co. were to deposit with the Domini- 
can Government, firstly, 50,0007. sterling on the 
signing of the contract, and which has been partly 
done; and, secondly, the balance at their conveni- 
ence during the Jast six months of the current year, 
that isto say, before the 31st December 1869. Mr. 
Kdward Herzberg Hartmont, appointed Consul 
General of the Dominican Republic in London, 
besides, was by special powers, dated Santo Do- 
mingo, 8th May 1869, further designated as 
special commissioner of the Government, in 
order to enable him to transfer the loan which he 
had contracted for on behalf of his house, under 
the form of one or more loans; and, according to 
his instructions, under date also at St. Domingo, 
of the 8th May 1869, he had not the power, nor 
was he able by these new contracts in any case, 
nor under any circumstances, to alter in the 
slightest thing the contracts concluded with him, 
The Dominican Government have only recently 
learned; and with great surprise, that a loan not 
of 420,000/., but of 757,700 1., issued at 70, pro- 
duced 530,30 7. net, had been coneluded in its 
name; that it had been quoted on the London 
Stock Exchange ; that its dividends had been dis- 
tributed, &c., &c.; the whole without the know- 
ledge of the Government, and without its even 
_ having received any advice on the subject. Theas- 
tonishment of the Dominican Governmeut can be 
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easily understood, by the two following facts :— 
Ist. The powers given to Mr. Hartmont were 
explicit, and did not authorise him to contract a 
loan for more than 420,000 /,; and, therefore, it 
is difficult to conceive how men of business have 
accepted the extension of the loan to the amount 
of 530,390 2, Perhaps the subscribers have been 
carried away by the fact, not the least strange, 
that Mr. Lawson, of London, instructed by Mr. 
Hartmont, in consideration of a commission to 
issue the loan, had declared in a letter published 
and circulated with the prospectus, that the re- 
sult of the working of Alto Velo would be more 
than sufficient to provide for payment of the 
interest and the sinking funds. In exchange for 
the commission which Mr. Hartmont allowed to 
the house of Mr. Lawson, that firm gave Mr. 
Hartmont a certificate that the loan was a splen- 
did affair. 2nd. The Dominican Government 
declares that it has never received any other sum 
of money than the 50,000 /. deposited on the day 
of signing the contract.” Is not that true now ? 
—Yes. 
Sir Henry James. 


3367. They kept that ?—Yes. 


Mr. Watkin Williams. 


3368. It is a fact that they have never received 

any other sum of money than the 50,0007. de- 

osited on the day of signing the contract?— 
With the qualifications which I have given. 

3369. “It further declares that the first offer 
made to it of further payment only arrived in the 
month of July 1870, and that was the ridiculous 
offer of only 50,000 piastres, or 10,000 PE NET 
say that is not true?—It is a direct untruth. 
When you have finished reading that I shall 
make some comments. 

3370. You say that in February you had ten- 
dered the President upwards of 200,000/.?— 
Upwards of 200,000 l. 

3371. “ By a resolution passed by Congress on 
the 20th July, 1870, the Government declined to 
receive this sum, and declared that the contracts 
entered into with the house of Hartmont & Co. 
were null and void, in consequence of their non- 
fulfilment.” You have seen that?—I saw it 
when it was handed to me by Colonel Mendez in 
1872. I have already declared, and most empha- 
tically declare again, that no notice of any kind 
ever reached me that this resolution which has 
just been read had ever been passed by the 
Dominican Government; not before the month 
of July 1872, or whatever the time was when 
Colonel Mendez showed it to ime. 


Mr. Kirkman Hodgson. 


3372. Have you a house in San Domingo ?— 
No, I have not. 


Mr. Watkin Williams. 


3373. Where were youin July 1870?—In New 
York. 

3374. You had com2 from San Domingo to 
New York?—I had come from San Domingo. 

3375. I understood from you just now that you 
were waiting there in order to see whether the 
business could be arranged ?— Whether annexa- 
tion would be carried in the United States, 

3376. Do you state to the Committee that you 
did not learn during your stay in New York 
that in the interval they had passed @ decreé 
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declaring the contracts with you void, upon the 
ground that you had overstepped the contract ?-— 
No, I do not think it was passed. I believe that 
was afterwards invented by Colonel Mendez. 

3377. I will go on reading this, if you will 
attend to me. “ Mr. Hartmont pretends now, 
that he has never been acquainted with this reso- 
lution of the Senate; but that is impossible, be- 
cause the 50,000 piastres were returned to him, 
and he acknowledged their receipt; consequently, 
the reasons for refusal must have been known by 
him.” Is that true that the 50,000 piastres were 
returned to you ?—The 50,000 piastres were re- 
turned, and there isa letter in my book showing 
under what circumstances they were returned. I 
sent them down in 1870 to San Domingo with 
certain arms, by order of Colonel Faheus, which, 
as I understood, the United States consul did not 
allow to be landed or received, and they were 
sent back at the time the United States had 
made up their minds not to acknowledge this 
loan. t 

3378. I believe there has been a great big 
book, what we should call a blue book, and a red 
book, published upon the subject. Do you re- 
cognise it (showing a book to the Witness)? 
—No; I may have it in another coloured 
binding. 

3379. The statement goes on to say, “but that 
is impossible, because the 40,000 piastres were 
returned to him, and he acknowledged their re- 
ceipt”; is that so?—I do not know whether I 
did. Ifthe money was returned I daresay I gave 
the receipt. . 

3380, “ Consequently the reasons for the re- 
fusals must have been known by him. In fact, 
the powers of Mr. Edward Herzberg Hartmont 
virtually expired on the 31st December 1869, 
because they only permitted him to negotiate one 
or more loans on account of the Dominican Go- 
vernment, on the same terms according to which 


the first contracts had been entered into, and that - 


by Article 7 heretofore mentioned, the essential 
condition was, that the balances should be paid 
on or before the 31st December 1869, which has 
not been done, Therefore the Dominican Go- 
vernment declares that it does not acknowledge 
the loan issued by Mr. Hartmont, or any agents 
he may have appointed to that effect, as being 
contracted on its behalf. Further, it (the Go- 
vernment) has to remark, that it will be at their 
own risks and perils that the subscribers to this 
loan (even if it should have been concluded 
within the limits of the power and instructions 
of Mr. Hartmont) would have paid the amount 
into the hands of the said Mr. Hartmont, since 
these powers do not authorise him to receive 
monies or give receipts”?—The powers have 
been read by you, and you will know whether 
they authorise me or not. Now Colonel Men- 
dez’s great argument being that the Government 
had no knowledge of this loan (he is very em- 
phatic upon that subject), I may be allowed to 
put in three letters here, dated September 1869, 
August 1869, and August 1869. One of them 
is signed by Mr. Gautier, the Minister, another 
by Mr. Baez, the President himself, and another 
is signed by Gautier again, the Minister. In 


_ those letters the receipt of the prospectus of the 


loan is acknowledged. oh 

3381. Have you translations of them ? —Yes. 
(The letters, with the translations, were handed to 
Mr. Kirkman Hodgson.) 


| Sell SOME Set 
Fiche EN 
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Mr. Kirkman Hodgson. 


3382. This first letter is dated the 9th August 
1869, when was the loan put out in London ?— 
Some time in July; he could not possibly have 
received the prospectus on the 9th of August. 

3383. “I duly received your last, in which you 


give me particulars of the bills which will be pre- 


sented, and which will be accepted. So far, all 
goes right. Push on the omission of the loan, as 
we want money to finish the regulation of the 
administration, and to give it a regular and even 
course at the beginning of the year 1870, in har- 
mony with our obligations, and also so that you 
will soon come here again. I am somewhat fa- 
tigued, for which reason I will write no more.” 
That is dated the 9th of August 1869, and signed 
“ B, Baez.” Then on the 15th of August there 
is another letter, which is signed by Mr. Gautier: 
“The Spanish steamer has not arrived up to the 
present time, therefore the correspondence of this 
fortnight is behindhand. For this reason I take 
the opportunity by an English vessel, which ig 
going to Halifax, to send you these lines, and in- 
form you that everything here is going on very 
well; the faction is ending; Luperon, who had 


acquired a steamer, which we declared a pirate, — 


was given action in Samana, and compelled to 
unarm said vessel.” That does not bear on the 
loan ?—No; there is still another letter. 

3384. “ Santo Domingo, the 10th of Septem- 
ber”?—By that time they had received the 
prospectus. 

3385. “ His Excellency the President of the 
Republic has received the two letters which you 
have sent him, under date of 31st July, informing 
him of the absence of Mr. Hartmont, our Consul 
General, leaving you in charge of said Consulate. 
It has given the Government great satisfaction 
to see the firmness with which you and Messrs, 
Lawson & Son have’ met the resistance of the 
so-called agent of Luperon; this pretender has 
found himself compelled to fly to Inagua, and 
Cabral is wandering about the Haytian frontiers 
without a place where to put his foot; the Re- 
public is now in perfect peace, and triumphing 
over her enemies; the prospectus of the emission 
of the loan has also arrived, and we hope after 
what you have said, that the same has been well 
received by the public. The reclamation of 
Messrs. Shives & Co., of Paris, is sufficiently 
original; you can, in answer, refer them to what 
they have been told by our Chargé d’ Affaires in 
Paris, Mr. A. Menderz, who was the person who 
acted in our name in that affair; I see the truth 
of what you tell me respecting the conduct of 
Her Britannic Majesty’s Consul at San Thomas; 
M. Hartmont, our Consul General, must render 


‘innocuous with the British Government all the 


malicious manceuvres of our enemies of San 
Thomas.” This letter is not directed to you, but 
to Mr. Begbie, London, 32, Great St. Helens ; 
who was Mr. Begbie?—He was my partner at 
that time; I went to-Germany then, because my 
mother was very ill, and I had written out to San 
Domingo, that during my absence Mr. Begbie 
would represent me. 


Mr. Bourke. 


3386. At page 34 of your pamphlet I see in 
the Article 1 of the agreement, “ The Dominican 
Government borrows a sum of 420,00072. ster- 


. ling” ?—Yes. 
> 


3387. According to the contract we have heard 
a much larger sum than that, 500,000 2, have we 
not? 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES, 


Mr. Bourke—continued. 


not?—No, the contract further goes. on to say 
that the nominal amount of the bonds is in my 
power to stipulate, so long as the Government 
get their 400,0007. That is very clearly set 
forth in the following articles, I think. 

3388. Now, in Article 10 of that agreement 
there are these words: “ To still more effectually 
insure the accomplishment of the engagements 


entered into by the Government of San Domingo, 


the latter will pledge as a special guarantee, the 
import and export duties accruing from the cus- 
toms of the ports of San Domingo and P. Plata. 
The Government declares that the revenue from 
these custom-houses amounts annually, on the 
average, to about 500,000 dollars as minimum in 
ordinary years, but sometimes it has reached the 
‘amount of 800,000 dollars; and the Government 
declares, moreover, that the revenue from these 
custom-houses is entirely free from any charge.” 
Were those customs duties collected by you ?— 
No, they never were collected by us; we ap- 
pointed an agent, and when the agent arrived 
there the United States agent (at that time the 
annexation treaty having been concluded) pre- 
vented his taking possession of the custom- 


’ houses. 


3389. Do those duties remain now pledged in 
payment of the interest upon this loan ?—Un- 
doubtedly. ' 

3390. Do you know whether the statement is 
true that those customs duties amount to 500,000 
dollars as'a minimum ?—Yes; I received a state- 
ment in confirmation of that from the British 
Consul before I put it forward. 

3391. Do you believe yourself that that is the 
case ?—Undoubtedly; it is more by this time, 
because the Republic has been quiet for two 
years now, and trade has been better. 

3392. When was the last interest paid on this 
loan ?—The Ist of July 1872. 

3393. And that was paid out of the loan itself? 
—In the manner which I have explained. 

3394. So that in fact the customs duties have 
never been applied to the payment of the interest 
upon the loan as yet ?—Never. 


Chairman. 


- 3395. I understood you to say, that if you 
had paid the 91,000/. away to the bondholders you 
would have invalidated their claim ?—I think so ; 
I was advised that I should. 

3396. Can you tell me what was the reason of 
that ?—Because they would have released the 
Government from the debt, by taking me as the 
debtor. 

3397: You were adyised to that effect ?—Yes. 


Mr. Stephen Cave. 


3398. What consideration did you give for the 
concession of Samiana?—I gave no other con- 
sideration, except that I promised one-half of all 
the profits to the Government. 

3399. You gave nothing for the concession of 
that half?—No, I paid nothing for it; I con- 
sidered I rendered great services for it, but I 


paid nothing in cash for it. 


_ 3400. Do you consider that your claim upon 
the Government was prior, in point of security, 
to the claim of the bondholders ?—I do not exactly 
understand that question. 

3401. You had a claim upon the Government 
of San Domingo ?—Yes. okey 

0.64. . 
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Mr. Stephen Cave—continued. 

3402. What security had you for that claim ; 
or had you any security from the Government for 
this claim of yours ?—Are you speaking now of 
the balance of my account? 


Mr, Kirkman Hodgson. 


3403. Prospective claim of profits ?—I had a 
concession from the Government, which I con- 
sidered good security at the time. 


Mr. Stephen Cave. ) 

3404, That concession was the security wnich 
you had for the future profits 2—Yes. 

3405. Then part of your claim against the 
Government consisted of that ?—Yes. 

3406. But then you kept back money which 
belonged to the bondholders, did you not ?—-No, 
I did not; the money belonged to the Govern- 
ment. 

3407. It formed part of the security of the 
bondholders ?—No, it did not form part of the 
security of the bondholders. It was money for 
which the bondholders had a right to claim their 
security. 


Mr. Puleston. 


3408. Was the 50,000 J. that you paid to the 
Government received and acknowledged and re- 
ceipted for by the Government as part payment 
on account of the loan?—The receipt has been 
read by the honourable Member who examined 
me. 

3409. Was that received after the loan had 
been issued here ?—No, that was before it had 
been issued. 

3410, Were you authorised to bring out the 
loan, without conferring with the authorities 
there, as to the prospectus ?— Undoubtedly. 

3411. To bring it out on your own terms, and 
with any interest you liked !—The contract has 
been read. It isas clear as possible; not “any 
interest I liked.” £.58,900 for 25 years was 
fixed for the interest and the sinking fund. It 
was immaterial what the nominal amount.of the 
bonds was. 

3412. You had no information, directly or in- 
directly, within your knowledge at all, officially 
or otherwise, that there had been any hitch in 
this negotiation up to the time of the placing of 
the loan?—Not the slightest ; certainly not. 


Mr. William Shaw. 


3413. What services did you render for these 
concessions, because you said you rendered some 
services ?—In the first instance [ ran the risk at 
the time of lending the 50,0002, and I had survey 
expeditions over there, and then there is the large 
amount of money which is issued in opening up 
a new country like that. 

3414. But you were to get 100,000. for that? 
—I did not get it, anyhow. That is no reason 
why I should not get the 100,000 /. By granting 
me-a concession, the Dominican Government did 
not part with anything of value to them. It would 
have been of value to them if it had been 
worked. 

3415. Did you ever work it ?—I tried to, but 
the United States were in-possession, and did not 
allow our engineers to land. 

3416. They prevented you2—We were told in 
San Domingo that we must not go down at the 
risk of our lives. 

3417. The scheme must, have lapsed, there- 


s 2 fore? 
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Mr. Wilkam Shaw—continued. 
fore? — If, when the concession was perfectly 
good, the San Domingo Government gave it to 
some one else, I do not think you can say it 
lapsed. 

3418. You did not work it, and then they 
parted with it?—No; there was a certain time 
given to me during which I was to begin work, 
and during that time they made their treaty with 
the United States, and concealed the whole thing 
studiously from me, and afterwards played fast 
and loose with me. 


Sir Charles Mills. 


3419. I see by Article 16 of the contract there 
is a sum to be retained for the payment of the 
first year’s interest and sinking fund; had you 
any authority for paying interest in the years 
187) and 1872 ?—Yes; I had the authority of 
the powers which were conferred to me by 
President Baez in 1870, when I was for the last 
time in San Domingo. 

3420. Does that appear in this pamphlet ?— 
Yes, it does appear in the pamphlet; I think it 
would be very desirable that I should read the 
whole of it, because all these questions are abun- 
dantly answered in the pamphlet. 


Sir Henry Holland. 


3421. Had you a special power in writing in 
1870 to pay these sums of interest. and sinking 
fund ?—No, no special powers in writing; the 
powers which were granted me in 1869 were 
recalled some time in 1872. 


Sir Charles Mills. 


3422. You were authorised to pay the divi- 
dend of the first year, and I ask you under what 
authority you paid that for 1871 and 1872 ?— 
By express authority given to me verbally by 
President Baez to pay the interest out of the 
loan until he gave me orders to the con- 
trary. 

3423. That was verbal only?— That was 
verbal. 

Mr. Ellice. 


3424, You went with Mr. Lawson to San 
Domingo in 1868?—We started on the 2nd De- 
cember 1868. 

3425. And all the arrangements were made for 
certain concessions, including Alto Velo, and 
mines in’ Samana ?—Yes. 

3426. Now Alto Velo was conceded to Messrs, 
Lawson, was it not!—No, the concession was 
originally made to me. 

3427. But Alto Velo remained with Messrs. 
Lawson ?—They worked it for a certain time. 

3428. What was the consideration that the 
Messrs. Lawson gave for the concession of Alto 
Velo?—They paid a royalty for every ton of 
guano which they exported. 

3429. ‘They paid no principal then?—It was 
not likely ; there was nothing in the island but 
guano which they exported, and paid a royalty 
tor to the Government. 

3430, Therefore we may look upon Alto Velo 
in the one case, and the mines and forests of 
Samana in the other, as your commissions for 
putting the loan upon the market ?—No, not at 
all; both those concessions were given because 
the Dominican Government wanted to open up 
their country ; and as they would have’ profited 
by it, at least as much as we, considering that we 
had to find the money and they had to divide the 


> 
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Mr. Ellice—continued. 


profits, I do not see that they should have asked 
any extra pay for that. 


Mr. Kirkman Hodgson. 


3431. As far as I understand your statement of 
the money, you had money in hand sufficient to 
pay the dividend on the Ist of January 1873 ?— 
Yes. 

3432. And vou did not pay it ?—No. 

3433. Why ?—Because my powers were can- 
celled in 1872, and those payments they would 
have repudiated rightly, and the present pay- 
ments they repudiate wrongly. 

3434. Did you return to the Government, or 
such person as they might appoint, that balance 
which arose from the loan, and which was only in 
your hands because you were chief commissioner 
for the loan?—No; I have told you I owe it now 
to the Government, but I shall not pay it to 
them until they come and square accounts 
with me. 

3435. And have you the slightest idea when 
that event will take place ?—I have taken advice 
about it a considerable time ago, and, unfortu- 
nately, I cannot sue the Government here, I am 
told, and so I have to wait for them; otherwise 
I would have brought the matter to an issue. 

3436. Did it not strike you that this money, 
having come from the innocent bondholders, and 
having been paid into your hands im virtue of 
your being a commissioner for the loan, if once 
that authority was cancelled the first thing you 
ought to have done was to hand over to the new 
commissioner whatever balance was in your hand 
arising from that loan?—lI offered Colonel Mendez 
the 93,0002. if he would confirm the loan and 
give me a receipt for the money which I had paid 
away, and not first take my money and then re- 
pudiate the payments which I had made out of it, 
and that was refused. 

3437. Was that coupled with any condition of 
recognising the concession ?—No, recognising the 
loan. I would at that time gladly have given up 
the concession. 

3438. Did you make that offer?—I made that 
offer certainly. 

3439. Have you got anything to show that that 
offer was made ?—No, I have not; but I do not 
think that Colonel Mendez would deny it. 


Sir Henry James. 


3440. I understand that your view of your 
contract was, that you were to find the Govern- 
ment 420,000. (without considering your com- 
mission), and they were to find 58,0007. in 
round numbers, for 25 years?—£. 58,900 for 25 


years, 


3441. That was the contract?—That was the 
contract. ‘ 

3442. So when you issued your prospectus you 
issued it for 757,000/., inviting the public to take: 
it, at. 700. ?—Yes. 


f 
f 


3443. It would have produced if they had so ~ 


taken it, 530,000/. ?—Yes. 

3444, Whatshould you have done with the dif- 
ference between the 530,000/. and the 420,000/ ? 
—I would have kept it undoubtedly; not for 
myself alone, but for all those who were in- 
terested. 


3445, Then, instead of leaving 420,000/., asof | 


course you got your commission, that made 
320,0007. to the Government !—Yes, 


3446, So that if you had suecceded in issuing: 


it, 
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Sir Hl. James—continued. 


it when you invited the public——?—I never 
,invited the public. 

3447, It was with your sanction that others 
did so?—I authorised them to issue it. 

3448. You would have had the difference be- 
tween the 530,000/. and 420,0002.?—I would 
not have had that; Lawson’s would have had it, 
and whoever had guaranteed me my 420,000 J. 
T did not fix the issue price of 70; it was Mr. 
J. T. Mackenzie; when he took the loan he took 
it for 420,000/.; he fixed the price of issue at 70; 
at the last moment he withdrew from it, and we 
were bound to leave the issue price at 70 as we 
did; but of course it was never contemplated 
that I should get the difference between the 552. 
and the 70/., though I should have been very 
glad if I could have managed to get it. 

3449. You had got, deducting your commis- 
sion, to give the Government 320,000 /. ?—Yes. 

3450. You deducted close upon 59,000 J. in 
round numbers for the first year’s interest ?— 
Yes. 

3451. That, I think, leaves 270,000/. for the 
Government ?—Yes. 

2452. They were to pay in round numbers 
59,000 . a year for 25 years ?—Yes. 

3453. What per cent. was that, do you know ? 
—You have first to deduct the amortisation, 
which was about 15,000/.a year; there would 
remain 43,000 2. upon 271,0002.; that would be 
about 15 per cent. 

3454. Fifteen per cent. which San Domingo, 
apart from the drawings, would have to pay ?— 
Yes. 

3455. I think you tell me that in February, 
1870, you went over with this money ?—Yes. 

3456. When did you get the bonds out to the 
public ?—About 1870. 

3457. It ran all over the year ?—Yes. 

3458. But you book the interest for the cur- 
rent year ?—I was entitled to do it by contract. 

3459. As you say, you had tendered the 
money ?—Yes. 

3460. You did sell, as I understand, bonds to 
the amount of about 370,000 2. ?—Yes. 

3461. What became of the other bonds ?— 
There were no other bonds. 

3462. Does that represent all the bonds issued ? 
—Yes. . 

3463. When you went over in February 1870, 
I understand the San Domingo Government re- 
fused your tender?—They did not refuse the 
tender ; they asked me either to remain in Santo 
Domingo until the 29th of March, when the de- 
cision would arrive about the annexation treaty, 
or to go on to Washington and work for annexa- 
tion, and eventually pay the money over to the 
United States Government. 

3464. They left the money in your hand, and 
you knew that they would uot accept it?—No, I 
did not. 

3465. At all events, that they had not accepted 
it?—At that time they had not accepted it. 

3466. Did you still think it right to goon pay- 
ing interest out of this money ?—I was told by 
President Baez to go on. 

3467. Whilst the money remained in your 
hands; so that, for the first year, you got 211,000/. 
in your hands ?—Yes. 

3468. That money earned some interest ?>—I 
think there was a loss. 

3469. How?—Because the exchange and ex- 
pee were so much larger. 

64, 
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Sir H. James—continued. 


3470. Instead of handing it over to the Govern- 
ment you got it; and, subject to the payment of 
interest, it remained in your hands. Did you 
not get the benefit of that?—I got the benefit 
of it. 

3471. Have you not put it in your accounts? 
—No. 

Mr. Kirkman Hodgson. 

3472. Ought it not to have been put there ?— 
I think not; I do not see why I am responsible 
to them to account for any more than my con- 
tract. 

' Sir Henry James. 


3473. You never disclosed to the public that 
you had not paid the money over to the San 
Domingo Government ?—No; I was at that 
time the agent of the San Domingo Government; 
there were at that time delicate political nego- 
tiations going on. 

3474. When did you offer the 93,0002. to the 
council of foreign bondholders ?—Immediately 
after I had seen Colonel Mendez; 1 think it was 
some time after September 1872. 

3475. To whom?—I think to Mr. Gersten- 
berg. 

3476. Were you at that time willing to give 
up your claim against the Samana concession ?— 
If Colonel Mendez had given me a proper re- 
ceipt for the money which I had paid away, and 
had confirmed the loan, undoubtedly I would. 

3477. But I understand that you offered the 
93,0007. to Mr. Gerstenberg after you knew that 
Colonel Mendez would not do that ?—No; on 
condition that Mendez accepted. 

3478. Mendez never did accept ?—No. It 
was not likely that I was going to pay 93,000 J., 
and remain in liability for what I had paid. 

3479. You never offered to give the council 
of ven bondholders 93,000 J. unconditionally ? 
—No. 

3480. Only on condition that Colonel Mendez 
should confirm the loan ?— Yes. 

3481. And he never would do it?—No. 

3482. And therefore you have never given the 
93,000 7.—No. 

3483. You have employed it for your own 
purposes ?—I have invested it; you may call it 
‘“‘ employed.” 


Mr. Kirkman Hodgson. 


3484. In your house do you mean; put it in 
your business ?— Yes. 


Chairman. 

3485. I think I understood you, in answer to 
the question I asked you, to say that it was out 
of consideration for the bondholders that you did 
not pay over this money to them ?—It was at 
that time. 

3486, Because if you had paid it over to them 
they would have lost their claim on the San 
Domingo Government'?—So I was told; without 
a confirmation from Colonel Mendez, or a recall 
of Colonel Mendez, who had repudiated the loan, 
I was advised that it would have invalidated the 
claim of the bondholders. 

3487. It was for their sakes that it was not 

aid ?—In some measure. 

3488. Would you object to give them the 
option of incurring that msk, if they chose to do 
it, by offering them this money, and letting them 
take their chance of losing their claims against 
the Government ?—I think I would do it. 

s3i- 3489. Mr. 
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Mr. Puleston. 


3489.. When was the Samana concession to the 
American Company made; while you were there? 
—No, not while I was there ; some iime in 1871, 
I believe. 

3490. And that was made without notice to 
you of the termination of yours ?— Without any 
notice. 

3491. Did you afterwards become interested 
with the American Company ?— No. 

3492. It was a matter of notoriety here that 
that company was in this market?—Yes. =~ 

3493. Did you enter any protest against the 
legality of that?—No; they came over to make 
an arrangement with the council of foreign bond- 
holders upon the San Domingo bonds, and I 
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Mr. Puleston—continued. 


would have been very glad if they had suc- 
ceeded. 

3494. That arrangement, had it, been carried 
out, would have been satisfactory to you ?—Un- 
doubtedly it would have beem satisfactory to me, 
in so. far as that I would not have insisted upon 
my rights if they were in opposition against the 
rights of the bondholders. 

3495. Then you would not have held that you 
had a claim against them by right of your con- 
cession of Samana, if the arrangement proposed 
in the City had been carried out?—The claim 
would have been just the same; but I would 
have waived the claim in favour of a favourable 
arrangement with the bondholders. 
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Monday, 19th April 1875. 
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Mr. Puleston. 

Sir Charles Russell. 
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Mr. Edward Stanhope. 
Mr. Walter. 

Mr. Whitbread. 

Mr. Watkin Williams. 


Tur Ricut HonovraBLE ROBERT LOWE, in THE CHAIR 


Mr. RicwarD FOSTER ; sworn. 


Sir Henry James. 


3496. You are amember of the firm, I believe, 
of Messrs. Knowles & Foster?—I am. If you 
would allow me to say so, there are four partners 
in our firm; one of them is old and rather infirm, 


and one of my partners is here. Having four 


partners in the firm we naturally have not always 


heen at the same interviews; but I have drawn 


- questions ; 


out here a little sketch of the Costa Rica Loan of 


1872, as far as we are concerned, and giving all 


the particulars as far as relates to us. 

3497. I only want some few answers to 
and, if the Committee think it right 
if you wish to add anything then you can 2—I 
should like to put in this statement; also I may 
say that there is a bill filed, the Republic of 
Costa Rica versus Erlanger and others, in which 


~ our name has been included, and I see the bill 


is in the hands of the Committee. I should like 
to put in our answer. N otwithstanding that this 
bill has been filed against us, and we have to 
appear in a Court of Chancery, it does not at 
all interfere with our giving every information 


. which the Committee may desire. 


3498. You issued, I believe, the prospectus in 
your name of the 7 per cent. loan of 1872 ?—We 
did. Our firm had nothing to do with the 1871 
loan. 

3499, Your firm had nothing whatever to do 
wtn the 1871 loan, I understand you to say ?— 
Nothing whatever. 

3500. That, I think, is the prospectus (handing 
the same to the Witness) which is in evidence 
already ?—That is the prospectus. 

3591. It was.a7 per cent. loan for 2,400,000 /. 


' nominal capital, issued at 82/. per cent. ; that 


would be two millions actual, would it not?— 
Very near. 

3502. The subscription price is 82. per cent. 
payable as follows: 5 per cent. on application, 
10. on allotment, 102. on the 14th June, 107. 
on 15th August, 101. on 16th September, 101. 
on 15th October, less 37. 10s. the half-yearly 
interest coupon, less English income tax; 10 de 
on 15th November, and 177. on 16th December. 
Now [sce in that prospectus there is a statement 
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of the resources of Costa Rica ?—Yes, furnished 
by Mr. Alvarado. 

3503. I was going to ask by whom was that 
furnished?—By Mr. Alvarado, who was specially 
commissioned to negotiate the loan. 

3504. It says, after giving the figures, “ These 
figures, it should be remarked, are not mere esti- 
mated amounts, but are the realised results of 
the income derived in the year 1871 from the 
sources specified, and are altogether distinct 
from the proceeds of the special securities pledged 
to the 1,000,000/. 6 per cent. loan of 1871, the 
special hypothecation in respect of which loan is 
the revenue from the custom-houses of the 
Republic, and which revenue produces more 
than sufficient to meet the annual charge required 
for the service of that loan. In addition to the 
above security for the payment of interest and 
redemption of the present issue of bonds, a first 
charge will be created on the works and profits 
of the railways above mentioned, which a Mr. 
Meiggs is under contract to complete within three 
years from the commencement of the works 
which took place in October 1871, and to which 
the previous loan has been already for the greater 
part applied.” Then there is an estimate “ of 
the probable net proceeds of the railway.” Now, 
this being stated by Mr. Alvarado to you, was 
there any hypothecation at all or any charge 
secured in any document?—There was the 
general bond. i ! 

3505. That is the general bond set out which 
accompanies the prospectus ?—Yes. 

3506. And was there any other ?—No. 

3507. Now, 1 will read this to you, which is para- 
graph 13 of the general bond :—“ The payment 
of the principal and interest of the said bonds is 
guaranteed by the general revenues, assets, and 
resources of the Republic, as well as by its 
dominions, and for still more effectually securing 
the accomplishment of the engagement hereby 
entered into by the Government of Costa Rica ; 
the said Government specially pledges and hy- 
pothccates, as and by way of special guarantee, 
the internal dues now or at any time hereafter 
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to be imposed on spirituous liquors, the tax now 
or hereafter to be imposed on coffee, as also the 
produce of the tobacco monopoly in the said Re- 
public, together with the railways from Port 
Limon on the Atlantic Ocean, to San José de 
Costa Rica, and from San José to Heredia and 
Alajuela, now in course of construction, together 
with the profits of; and arising from, the said 
railways; excepting always, out of the above 
securities, the general and special guarantees 
affected by the Republic to the Costa Rica 
Government 6 per cent. loan of 1871, so long as 
any portion of the capital or interest of that loan 
remain unpaid.” Then there are arrangements 
made for the way in which the interest is to be 
forwarded from the Government of Costa Rica; 
and then, “the Government of Costa Rica here- 
by specially agrees that in case of default in the 
punctual payment, in the manner hereinbefore 
stipulated, of any one of the half-yearly instal- 
ments for the payment of the interest and 
amortization-of the bonds, and so, from time to 
time, when any such defauit shall be made, the 
holders for the time being of the said bonds, or of 
such portion thereof as shall not then have been 
redeemed, shall have the right, and they are 
hereby specially empowered, to appoint one or 
more agent or agents to enter into the actual 
collection, from the fiscal agents of the Republic, 
of the produce of the branches of the revenue 
which form the special guarantees for this loan, 
as above mentioned ; and if the encashment from 
those sources shall not be sufficient, such agent 
or agents shall have the right to take the admini- 
stration of the said railways, and to receive, in 
the same manner, the net produce thereof, until 
the sums received by such agent or agents amount 
to the sums requisite, not only for the payment 
of the interest and sinking fund due, but also 
sufficient.to cover all the charges and expenses 
incurred by such-agent or agents. 15th. The 
nomination of the agent or agents of the bond- 
holders for the purpose of giving effect to the 
preceding artice, shall be made by the vote of a 
majority in value of the bondholders,” &c. Then, 
“To facilitate still further the payment of the 
sinking fund and interest, and to diminish, as 
much as possible, the risk in the transmission of 
money, the coupons when due, and the drawn 
bonds, will be accepted as payment in cash at par, 
for all sums due to the Government (excepting 
only the payment of duties specially hypothecated 
to the Costa Rica Government Six per Cent. Loan, 
17th. There shall be retained from the 
last instalment of this loan a sum sufficient for 
the payment of the interest and sinking fund 
for a period of 12 months, commencing next after 
the payment of the last instalment, by the sub- 
scribers. 18th. The Government of Costa Rica 
undertakes that they will never levy any duty, 
or impost of any nature whatsoever, upon the pay- 
ments they will have to make in execution of these 
presents, or on the principal or interest of any of 
the said bonds. 19th. The Government moreover, 
solemnly binds itself that the annual sum of 
192,000 7. due, and payable by virtue of these 
presents, shall be paid, and the security shall be 
maintained in tact under any circumstances, 
whether the country be at peace or war, and 
whether the holder of one or more of the bonds 
of the loan be or be not a subject of the Govern- 
ment with whom the Government of Costa Rica 
may be at war, or with whom diplomatic rela- 
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tions may not be established, or may have been — 


broken off. In consequence thereof, be it known 
that the said loan having been concluded for 
2,400,000 ¢., I, Don Manuel Alvarado, in virtue 


of the full powers with which I find myself in- © 


vested for this purpose, bind myself, and engage 
in the name, and as the special representative of 
the Government of Costa Rica, that all and every 
one of the conditions contained in the foregoin 
writing shall be observed, and duly and faithfully 
fulfilled to the end, that the payment of principal 
and interest of the said loan may be at all times 
satisfied.” ‘hat was the security that was 
charged for the loan?—Yes, | 
3508. What was the amount subscribed by the 
public to that loan?—I shall have to refer to 
this paper now in my hand, which I have drawn 
out; and IJ think it would be well for me to read 
the whole of it. ‘le business of the Costa Rica 
Loan of 1872 was first mentioned to us by our 
brokers, Messrs. Hichens, Harrison, & Co., of 
Threadneedle-street. Mr. Lawrence Harrison, 
of that firm, came to us in April of that year, 
and asked us if we would be disposed to go into 
the business of the loan with Messrs. Louis 
Cohen & Sons. We had some business with the 


-latter firm for many years, and had entire con- 


fidence in them, and we told Mr. Harrison. we 
were ready to enter into negotiations with them. 
We subsequently had an interview with Mr. 
Alfred Cohen, and repeated our statement, that 
we were disposed to treat with his firm ; we then: 
learnt that Messrs. Emile Erlanger & Co,, with 
which firm we had had no dealings, were in- 
terested with Messrs. Louis Cohen & Sons in 
the business of the loan, and Baron Emile Erlan- 
ger was brought into the room and introduced to 
us by Mr. Cohen. In the discussion which fol- 
lowed, and which was conducted mainly by Mr, 
Cohen and ourselves, we stipulated for a com- 
mission of one per cent., and insisted that if we 
were to have anything to do with the business, 
the total charge to the Governnient should not 
be made too onerous. Mr. Cohen thereupon as- 
sured us, and Baron Erlander tacitly assented, 
that the total charge to the Government should 
not exceed 7 per cent. This, upon inquiry of 
Mr. Harrison, we considered a reasonable charge. 
We were subsequently introduced to Senor Don 
Manuel Alvarado, the special commissioner of 


the Costa Rica Government, and had several | 


discussions with him. We at first considered the. 
amount of the proposed loan rather heavy, but 
we knew that Costa Rica was a large producing 
country, especially in coffee, and that a railway 
to the Atlantic, to proyide for the cost of com- 
pleting which, and other public works, the loan 
was sought, would very much increase her re- 
sources. There are no roads from the interior to 
the Atlantic, and all the imports and all the ex- 
ports to Europe have to be carried io and from 
Punta Arenas on the Pacific, and shipped round 
Cape Horn, and carried across the Isthmus of 
Panama ata yery great expense, this latter route 
necessitating many transhipments. The Govern- 
ment appcars to dispose of a yery considerable sur- 
plus revenue, but we believe much of it is wasted 
In yarious ways; we still, however, think that 
the country with proper government is able to 
pay the interest on her debts. Messrs. Cohen & 
Erlanger at first wished us to make the issue as 
their sub-agents, but we insisted upon having a 
contract direct with the Government, and the 


contract — 


i] 


1 
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contract and prospectus were accordingly pre- 
pared by Sir William Drake, who acted as our 
solicitor. During the negotiations it was stated 
that a syndicate was to be formed by Messrs. 
Erlanger to guarantee the placing of one-third, 


or 800,0002, of the loan, and that the commission 


of 5 per cent. to be paid to the members of the 
syndicate should be included in the 7 per cent. 
which was to be the total charge to the Govern- 
ment; we were also offered a participation in this 
syndicate to the extent of 50,0002, which we 
agreed to take. As we were to issue the loan, 
we were asked to receive from the members of 
the syndicate the letters containing the terms of 
their participation, and to settle accounts with 
them, which we agreed to do. Mr. Cohen i- 
formed us that his firm had left it to Messrs. 
Erlanger & Co. to manage their joint interests in 
the business, and it was with these gentlemen 
that we principally communicated in the latter 
part of the negotiations. Our contract with the 
Government was dated 2nd May 1872; it was 
drawn in Spanish and in English, and signed by 
Senor Alvarado and ourselves; a copy oi the 
English text of this contract and of the pro- 
spectus will be found among the papers which 
we will hand to the Committee. One of the con- 
ditions of this contract was that we should pay 
over to Messrs. Erlanger & Co., as bankers of 
the Government, and for account of the Govern- 
ment, the whole of the proceeds of the loan, 


-retaining, however, our commission, 40,000 /., to 


be paid to Messrs. Erlanger’s syndicate, and the 
money necessary to provide for the first three 
half years’ interest and sinking fund. We hada 
general knowledge that an agreement was being 
made between the representative of the Goyern- 
ment and Messrs. Erlanger to regulate their 
relations, but we were not acquainted with its 
details. We, however, relied explicitly on the 
assurance that was given us that the total charge 
+o the Government should not exceed 7 per cent., 
and it was with great dissatisfaction that we sub- 
sequently found out that there was a secret 
agreement between Messrs. Erlanger and Senor 
which the former were to receive 
an additional commission of 4 per cent., or 
96,000 J. for the purpose, so says the agreement, 
of counteracting adverse speculations on the 
market. It was not until the autumn of 1873 
that this fact came to our notice. Now comes 
the particular paragraph of this paper which 
rzefers to your question. When the prospectus 
was issued we received applications from the 
public to the aggregate amount of 2,098,350 /., 
upon which a deposit of 5 per cent. was paid. 
These applications were numerous and of com- 
paratively small amounts, none exceeding 40,000 / ; 
a very few of these applications were withdrawn. 
On the other hand, we had agreed to take 14,000. 


‘of our commission in bonds at the issue price, and 


we therefore took 17,500 stock, so that the 
amount actually allotted to the public, including 
ourselves, was 2,089,000 /., the whole issue price 
of which, as will be presently explained, was 


received by us and paid over by us to the bankers 


ofthe Government, less the deductions authorised 
by our contract with the Government. 

3509. Is that actually received in money or 
the nominal bonds ?—The 5 per cent. was ac- 
tually received in money. 
|. 3510. Will you kindly tell us what was the 
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result of the sum of money you received in the 
whole ?—On 2,089,000 2.; my book-keeper is in 
the room, and he could give you the exact figures; 
but I presume it will be 2,089,000/. at 5 per 
cent. 

3511. Have you any statement there of the 
instalments on application; was it 111,325 1. on 
application? (The Witness referred to his book- 
heeper.) 

3532. It will be about the 22nd of May 1572; 
you will find that you certified to the Stock 
Exchange then?—It is included in our 
answer. 

3513. You may refer to any document that 
you have got?—Our answer contains this para- 
graph: ‘* The announcement of the said loan of 
1872 was so far favourably received by the 
public as herein appears. During the period 
which elapsed between the first publication of 
the prospectus and the closing of the subscrip- 
tions for the loan of 1872, applications for allot- 
ment of such loan were received from the public 
by our firm, amounting in the aggregate to the 
sum of 2,098,350 /., and not 2,226,500 1” I think 
I must read another paragraph to explain that 
fully. “Our firm did receive with such appli- 
cations, as and by way of a deposit in respect of 
such applications, 5 per cent. on the amount 
applied for, making in the aggregate the sum of 
104,917 1. 10s.” 
and deposit-monies had been received by our 
firm, certain of the applicants gave notice of 
withdrawal or reduction of their applications, 
and one of the applications was for 50 /., which 
was too small for allotment. ‘These circum- 
stances reduced the amount applied for to 
2,071,500 l.” 

3514. We do not want quite so much detail 
as to the withdrawal of small sums; we want the 
result of what you received on the loan ?— 
« This raised the total amount which was 
effectively applied for to 2,089,000 a 

3515. Now will you give us what was received 
upon that loan; there may have been defaults ? 
— There were no defaults. 

3516. Then you can give us, quickly perhaps, 
the figures ?—My book-keeper, Mr. Pryce, will 
do so. (Mr. Pryce.) 1 have the books, but the 
sums are in separate amounts. 

3517. (To the Witness.) Did they pay on the 
whole 2,089,000 /., at the rate of 82 /. per cent., if 
there were no defaults ?— Yes. 

3518. Perhaps your book-keeper will complete 
that for us afterwards? (Mr. Pryce.) There are 
sundry reductions for payment in full under 
discount. 

3519. (To the Witness.) We may take it at 
present that 2,089,000 /. was paid in full?—The 
only deductions would be when they were paid 
under discount. 

3520, I will take the evidence generally from 
you that 2,089,000 /. was paid at 827. per cent., 
subject to any deductions; a statement of which 
the Committee will allow you to hand in after- 
wards ?—Yes. That produced 1,712,980 /. 

3521. Does that include the deductions ?— 
That is the gross amount. 

3592. After deductions made 2—No, the gross 
amount. 

3523. Will you get the deductions, so as to 
give us the amount next time’?— Yes. 


a 3524. Will 
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3524. Will you tell me this, please; [ gather 
from what you said that you handed that over to 
the bankers of the Costa Rica Government ?— 
Yes; less such deductions as we were authorised 
to make by them. r 

3525. Who were the 
Erlanger & Co. 

3526. Were you the contractor for the loan 
then ?—Yes; we had a contract direct from the 
Government. 

3527. Have you got that in writing ?—Yes; 
we can put it in. Our clerk, Mr. Pearce, has 
had the entire charge of this loan. This (pro- 
ducing it) is a copy of the contract. 

3528. I hope it is a translated copy ?—It was 
written in Spanish and English. 

3529. Will you give us the English copy? 
(The Witness did so.) 

3530. “ Article 1. Republic of Costa Rica 
desiring to contract a loan of 2,400,000 /. nominal, 
authorises Messrs. Knowles & Foster to issue the 
same, and for this purpose to open a public sub- 
scription for this loan on the following .condi- 
tions. The loan will be divided into obligations 
of 1004, 2007, and 500 1., bearing interest at the 
rate of 7 per cent. per. annum, payable half yearly 
in London. The interest will be represented b 
coupons of 33. per cent. each, the first of which 
shall become due on the Ist of October 1872, 
and the second on the Ist of April 1873, and so 
on every six months, until the bond to which 
they belong shall have been paid off. Art. 2. 
The obligations will be signed by the signer of 
these presents; Senor Dr. Manuel Alvarado or 
any other person who shall be only authorised for 
this purpose in the name of the Republic, and 
by Messrs. Knowles & Foster in London, as 
issuers of the loan, and they will bear interest 
from the Ist day of April in the present year. 
Art. 3. The loan will be redeemable by an accu- 
mulative sinking fund of 1 per cent. on the 
nominal amount of the loan, so that the Republic 
of Costa Rica guarantees to pay during 30 
years 264 days, a yearly income of 8 per cent. 
on the total of the loan of 2,400,000 /., that is, 
192,000 7., to be payable half-yearly ; that is to 
say, 96,000 /. each half year for interest and 
redemption, or 4 per cent. each half year. In 
the course of the month which precedes the 
maturity of each half-year’s interest a drawing 
shall take place in London before a notary in the 
usual manner for the redemption of the bonds at 
‘par by means of the sinkiug fund above alluded 
to, and which is composed of 1 per cent. intended 


bankers? — Messrs. 
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for this purpose, to which will be added the - 


amount become disposable from the interest on 
the bonds paid off, and thus forming the.accumu- 
lative sinking fund. The bonds drawn at their 
respective periods will be paid off in the month 
following the drawing on the same day as that 
on which the interest is paid. .The numbers 
will be published by Messrs. Knowles & Foster 
at their expense in two London newspapers. 
The Republic undertakes to remit the half- 
yearly payment of 4 per cent, viz., 96,000 /., to 
Messrs. Knowles & Foster, always one month 
before the maturity of the coupons, and the bonds 
drawn so that Messrs. Knowles & Foster shall 
have funds in hand one month before the respec- 
tive maturities. Messrs. Knowles & Foster 
shall allow no interest on the money thus de- 
posited. The Republic reserves to itself the 
right of using any other sums it may deem con- 
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venient for the redemption by purchases on the 
market at the current price. Art. 4. The Re- 
public of Costa Rica binds itself not to levy any 


tax either on the bonds or the interest of the pre~ _ 


sent loan, and to pay the interest and the bords 
drawn without any deduction whatever. Art. 5. 
The Republic affects and pledges to the regular 


payment of interest and redemption of the pre-, 
sent loan over and above the general revenues of | 
good faith as a special 


the Republic, and its 
hypothecation. 1. The net proceeds of the 
monopoly of alcoholic liquors. 

ceeds of the tobaceo monopoly. 
coffee. 4. The net proceeds of the railway ;” 
then it gives the names of the places, which I 


read before ;.that is the same as the prospectus, I | 


suppose ?—Yes. 


3531. “ In order tu give further efficacy to the © 


special guarantees affecting this loan, the Re- 
public in case of default of the punctual remit- 
tance of any one of the half-yearly payments for 
the interest and redemption, concedes to the 
holders. of the bonds of this loan the right of ap- 


pointing one or more agents, who shall receive 


directly from the fiscal agents of the Republic 
the proceeds of the different branches of the 
revenue, which in conformity with this Article 
are affected to the guarantee, and should the 
receipts from these sources not be sufficient, they 
shall have the power to take the administration 
of the railway, and to receive the net proceeds 
thereof, up to the amount necessary for the pay- 
ment of the interest due, and bonds drawn, as 
also to cover all expenses incurred by the said 
agent or agents of the bondholders. ‘The ap- 
pointment of the agent or agents shall be made 
by the bondholders present at a general meeting 
of bondholders in London called for this purpose, 
and the majority of votes shall be decided by the 
amount in bonds which each bondholder present 
shall possess. The meeting shall be called by 
the agents of the loan by means of an advertise- 
ment, &c.”; that is formal, I think ?—Yes. 

3532. “ Article 6. The first signed, Don 
Manuel Alvarado, in virtue of the special powers 
conferred upon him for this purpose, undertakes 
to sign immediately a general bond specifying 
and setting forth the conditions of the present 
loan as contained in these presents, which general | 
bond shall be immediately handed to Messrs. 
Knowles & Foster, and deposited by them with 
the Bank of England. Art. 7. Messrs. Knowles 
& Foster undertake to open immediately a public 
subscription, unless any sudden change in the 
market should prevent it. The price of issue 
shall be 82 per cent., payable as follows:” I 
suppose that follows the prospectus ?— Yes. 

3533. “Subscribers: shall have the right of 
paying up in full, under discount at the rate of 
6 per cent, per annum. Until the definitive 
bonds, which shall enjoy interest from the lst of 
April 1872, are made out and signed, Messrs. 
Knowles & Foster shall hand the subscribers 
provisional certificates scrip, representing the 
bonds, with interest, as above stipulated, and 


2. The net pro- | 
3. The tax on © 


which shall have the same numbers as the de- 


finitive bonds.” Then, Art. 8 is, “ Messrs. 
Knowles & Foster shall hand over to Messrs. 
Emile Erlanger & Co., of 43, Lothbury, for 
account of the Government of Costa Rica, the 
funds arising from the subscriptions, or from the 


‘sale of obligations of the loan, as Messrs. Knowles 
& Foster may receive the said fund. They will, — 
nevertheless, _ 
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neverthless, have the right of retaining, as agents 
of the loan, the funds necessary for the payment 
of the three first half-yearly portions of the 
annuity on the amount of bonds placed, either by 
subscription or otherwise, upon the funds thus 
deposited with Messrs. Knowles & Foster; for 
this special purpose they shall allow the Govern- 
ment interest at the rate of 5 per cent. per 
annum.” . Then, “ Messrs. Knowles & Foster 
hall not have the right of retaining the first half- 
year’s dividend until there be 45 per cent. paid 
on the amount placed of the loan, nor the two 
other half-year’s dividends above mentioned, 
“until there be 82 per cent. paid. Messrs Knowles 
& Foster will further have the right to retain 
their commission of 1 per cent. on all the bonds 
issued or sold; this commission in no case to be 
less than 10,000/.; and Messrs. Knowles & 
Foster shall also have a right to retain a further 
sum of 40,000J., to be paid to a syndicate to be 
formed by Messrs. Emile Elanger & Co.” There 
isapencil writing here, but I presume thatis not in- 
tended as part of the agreement. “ Art9. The Re- 
public of Costa Rica shall, through their agent, be- 
fore the issue of the loan, supply Messrs. Knowles 
& Foster with an official exposition containing 
the details of the special guarantees affected to 
the present loan, as also of the general revenues 
of the Republic. Art. 10. The Republic under- 
takes to receive the matured coupons and bonds 
of the present loan in payment of all sums due 
to it, excepting the sums which may be due for 
the special guarantees affected to the 6 per cent. 
loan of the Republic issued in 1871, during such 
time as the same are hypothecated to that loan. 
Art. 11. The coupons and drawn bonds of the 
Joan shall be paid in London,” &c. (1 think this is 
merely formal as to the way of carrying out the 
details) “ by the intervention of Messrs. Knowles 
& Foster, or by the parties they may substitute 
for this purpose with the funds they will receive 
from the Republic in London for this object ; the 
remittance whereof is to commence after the sum 
required for the three first half-yearly payments 
retained as set forth in Article 8 preceding, 
shall have been exhausted. Messrs. Knowles & 
Foster shall have the right of paying the coupons 
and the matured bonds in other places, but at their 
own expense. The Republic allows for this ser- 
vice a commission of one-half per cent. on the 
annuity of 192,000 /., which commission the Re- 
public engages to remit to Messrs. Knowles & 
Foster, or to the person empowered by them, at 
the same time as the annuity. Art. 12. In case 
any difference should arise between the contract- 
ing parties as to the interpretation of.any one of 
the clauses of the present contract, the two con- 
tracting parties shall each choose an arbitrator, 
which arbitrators) shall meet in London to decide 
the question, and if these arbitrators cannot 
agree, they shall together choose a third ; if they 
cannot agree as to the third arbitrator, three 
names of distinguished English counsel shall, by 
mutual agreement, be put in an urn, and one 
‘shall be drawn at hazard to decide on the 
matter.” I understand by this, you got 1 per 
oH commission on the issuing of the loan ?— 
es. 
/ 3534. And a half per cent. commission on the 
half-yearly payments at least ; that is the agree- 
ment ?—Yes. 
3535. Is that about the usual charge that is 
made ?—Those things are matters for agreement. 
0.64. 
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We thought that it was a rather low commission 
on the dividends, but we agreed to that. 

3536. Then can you give us any information a 
to the 40,000 J. to be paid to the syndicate ?— 
You stopped me in my statement when I got to 
the 2,089,000 /., which rather brings me to the 
matter of the syndicate; because the syndicate, 
as we explain here, had to take a portion of the 
stock, which I do not think I can explain more 
quickly than by reading this statement, which we 
have prepared with as much brevity as possible. 
I have already observed that the amount actually 
allotted to the public, including ourselves, was 
2,089,000 7., the whole issue price of which, as 
will be presently explained, was received by us, 
and paid over by us, to the bankers of the Govern- 
ment, less the deductions authorised by our con- 
tract with the Government. The allotment was 
made on 9th May. When it became necessary 
to settle with the syndicate, Senor Alvarado 
wrote us a letter, dated 10th June 1872, 
a copy of which is among the papers we 
will hand in, to the effect that Messrs. Er- 
langer & Co. had advised him of having re- 
purchased 1,600,000 /. of the loan, but Messrs. 
Erlanger’s corrected Senor Alvyarado’s advice, 
and fixed the amount rebought at 1,426,500 /., 
which Sefior Alvarado subsequently confirmed 
by a letter of the Ist of August 1872, transla- 
tion of which we will hand in. We were not 
prepared for this large amount of purchases, 
and cannot even now understand why they should 
have been made, but it was a matter with which 
we had no power to interfere, and which we did 
not know of till it was too late to remonstrate 
with effect. On this basis we closed the accounts 
of the different members of the syndicate. 
According to the terms of, their agreement, the 
amount of stock re-bought on Government account 
was to be deducted from the amount allotted, 
and the syndicate was therefore bound to take 
137,500 . of the stock at the issue price. The 
proportion of the issue price then due was 15 per 
cent. We accordingly debited each member of 
the syndicate with 15 per cent. upon his propor- 
tion of the 137,500 72. and credited him with his 
proportion of the 40,000 /. commission due to him, 
which our contract ‘with the Government autho- 
rised us to retain for that purpose. This left a 
balance in favour of each member, which we 
sent to him by cheque, with the scrip for his 
part of the stock. The remaining 67 per cent. 
on which, necessary to make up the issue price, 
has to be paid, and was subsequently paid in cash 
to us by him, or by those to whom he transferred 
the scrip. We, of course, took at the issue price 


our share of the 137,500/, stock, which was- 


8,700 ?., and received our share of the 40,0002., 
which was 2,500/., but as we took the stock at 
82, and still hold it, and the market price is now 
only about 20, we are heavy losers by, our 
articipation in the syndicate. The amount 
of 137,500. stock taken by the syndicate added 
to the 2,089,000/. allotted, make a total of stock 
issued by us of 2,226,5001., leaving a balance of 
173,5002. which never has been issued to the 
public at all. We received according to the 
terms of our prospectus payment for all the 
2,226,500 1. stock issued, and handed over to 
Messrs. Erlanger & Co., the bankers of the 
Government, for account of the Government the 
whole of the money so received, minus the deduc- 
tions we were authorised by our contract to 
T2 make. 
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make. The money we deducted we have fully 
accounted for, and we paid, with the exception of 
a few pounds, the whole of the three first half- 


years’ interest on such stock as was in the hands. 


of the public, and likewise the whole of the 
sinking fund, except that we still retain 200 /. to 
pay a bond that has been drawn for payment, 
and not yet presented. Among the papers we 
will hand the Committee: are copies of our 
account with the Government, showing the 
whole of our receipts and payment on account 
of the loan, ‘The dates on which these accounts 
were sent to the Government are stated at the 
head of them; the most important one was sent 
about two years ago, and we never received 
from the Government any objection thereto, or 
any suggestion that the Government had any 
complaint to make of us until the bill in Chancery 
against others and ourselves was filed. We never 


had anything to do with the repurchases on 


Government account, though we bought stock in 
the ordinaty course of business for our own 
account and for account of our friends and cor- 
respondents. We bought more largely for our 
own account than we should otherwise have 
done in the vain hope of arresting the downward 
course of prices, which set in almost immediately 
after we made the allotment ; we should probably 
have continued to buy had we not found that 
some of the stock delivered to us was stock that 
we had been told had been rebought on Govern- 
ment account. We have retained by far the 
larger portion of the stock we bought. Taking 
the stock at its present price we are losers by our 
connection with the loan to the extent of over 


- 20,0002., after allowing for all the commissions 


we have received. The price of the stock con- 
tinued to fall, and the Government, finding itself 
in want of money to continue the railway, sent 
one commissioner after another to this country to 
endeavour to raise funds. Certain operations of 
the nature of advances on stock were entered into 
by Messrs. Erlanger and others, in which we 
refused to participate, although invited to do so 
by Messrs. Erlanger and others, and also by 
General Guardia, then and now the President of 
the Republic, who was then in Europe. On 26th 
of November 1872, President Guardia wrote us 
from Paris.that having made arrangements with 
Messrs. Erlanger for an advance to the Govern- 
ment against 1,327,300/. of rebought stock then 
in their hands, and the unissued stock which we 
still retained, he authorised them to dispose of 
these bonds, and directed us to hold the unissued 
stock at their disposal. He also confirmed an 
arrangement we had made with Messrs, Erlan- 
ger as bankers of the Government, for not 
withholding the money required to meet the 
interest and sinking fund on the stock re- 
bought on the Government account, which 
was to be deposited with us, but the ar- 
rangement further provided that on any por- 
tion of this stock being withdrawn, Messrs. 
Erlanger were to pay us an amount sufficient to 
provide for such portion of the three first half- 
years’ interest and sinking fund thereon as might 
remain unpaid. In consequence of this arrange- 
ment, Messrs. Erlanger & Co., in December 
1872, deposited with us scrip of the loan for 
1,050,000 7. During 1873 the price of the loan 
continued to go down. Unfavourable rumours 
were circulated as to the progress of the railway, 
and the prospect of the Government making the 
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payments of interest and sinking fund when the 
money retained in our hands should be exhausted. 
In order to clear up these rumours, and if 
possible restore the credit of a loan which we had 
issued, and concerning which we felt very anxious, 
we sent Mr. John Pearce, the principal clerk in 
our office, on a special mission to Costa Rica. 
He was absent some months, during which he 
personally examined ‘the whole of the railway, 
and had several interviews with the Ministers 
and with the President. He found that the re- 
sources of the country were undoubtedly great 
and its revenue good; but it was being wasted, 
and the works of the railway had been carried 
on in an improvident manner. He also heard 
that a large portion of the money raised in 
England had been misapplied, the President and 
other parties having been improperly paid large 
sums. Mr. Pearce found that a further contract, 
which had for its ostensible purpose the finishing 
of the railway, had been approved by Congress in 
secret session, and ascertained what its terms 
were. He considered them very disastrous to 
the bondholders, as they deprived them of all 
their charge upon the railway and all the other 
securities hypothecated to them. He, therefore, 
protested against the contract, and at last suc- 
ceeded in inducing the Government to reject it. 
He could, however, make no arrangements for 
remittances to pay the interest and sinking fund 
which would become due in April 1874, the 
Government being bent on borrowing further 
monies for that purpose, alleging that they were 
devoting all their surplus revenue to the werks of 
the railway. He, however, at the request of the 
Government, arranged a provisional agreement 
for an advance to be submitted to us on his return, 
but owing partly to the great depreciation the 
value of the stock had experienced, but principally 
to the Government having failed to perform one 
of the principal stipulations they had agreed to, 
we declined to ratify this agreement. While 
Mr. Pearce was absent in Costa Rica, Senor 
Montufar, one of the many commissioners 
sent over by the Costa Rica Government, 
handed us an extract from a message by 
President Guardia to Congress in secret session, 
wherein he admitted having received from 
Messrs. Erlanger & Co. 60,0002 as a present 
in connection with the loan of 1872. Mr. 
Pearce, about the same time, made the same dis- 
covery in Costa Rica, the admission having been 
made by the President about a fortnight before 
Mr. Pearce’s arrival. When we heard of this 
payment we were much dissatisfied, and wrote to 
Messrs. Cohen & Erlanger demanding an ex- 
planation ; this letter was sent to Messrs. Louis 
Cohen & Sons, who, we understood, forwarded a 
copy to Messrs Erlanger & Co. Messrs. Louis 
Cohen & Sons answered denying all knowledge 
of the matter; Messrs. Erlanger & Co. never 
answered the letter. A translation of President 
Guardia’s message, and a copy of the letter re- 
ferred to, are in the papers we hand in to the 
Committee. We have ourselves, at all times, 
done our best to preserve the credit of the coun- 
try, but all our plans have been frustrated by the 
want of honest co-operation on the part of the 
Government. The Government has, to the best 
of our belief, never remitted sixpence out of its 


. own resources for the service of either the 1871 


or 1872 loans, notwithstanding we believe, and 
they themselves have publicly admitted, that they 
, possess 
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possess a very considerable surplus revenues 
We believe that a large amount is wasted on 
military matters by the President, who is to all 
intents and purposes an absolute sovereign, the 
authority of Congress being quite nominal. 
Messrs. Erlanger have, from time to time, with- 
drawn many of the 1,050,000 /. bonds deposited 
with us, so that we now hold only 615,700 J. of 
bonds, including the unissued bonds ; on all these 
they claim to have a lien. Shortly after Mr. 
Pearce’s return from Costa Rica, in the beginning 
of 1874, Seftor Francisco Maria Yglesias, who, we 
believe is the present special commissioner, came 
over with a full power frcm Senor Barroeta, act- 
ing as president during a temporary retirement 
of President Guardia, and he began immediately 
negotiating for a further loan. We had, by this 
time, began gravely to suspect the action of the 
Government; prolonged negotiations took place ; 
we recommended that proper and full explana- 
tions should at once be given by Senor Yglesias 
to the public of the cause of the temporary delay 
which we foresaw must happen in the payment of 
the April coupons, and that a remittance should 
be made from Costa Rica to England, and paid to 
the bondholders upon account; if the Govern- 
ment had in this way proved its sincerity, we 
should have been prepared to have shared in a 
combination to give them temporary assistance, 
but Senor Yglesias would consent to nothing 
which did not involve an immediate loan being 
made before any remittance was made by the 
Government to England, and we felt bound to de- 
cline taking any part in this, as we saw it would do 
no real good, and would simply end in our losing 
more money and encourage the Government in 
their default. When Senor Yglesias found it 
was hopeless to attempt to borrow money from 
us he withdrew from communicating with us, and 
refused even to concur in publishing some proper 
explanation to the bondholders. Just before the 
1st April, when the coupon fell due, he addressed 
a letter to us which he published, proposing that 
the coupons should be deposited, and that he 
should give the bondholders bills in respect 
thereof upon Costa Rica. We pointed out the 
absurdity of such a proposal in a letter which was 
published at the same time. After a short im- 
terval, during which we received no communica- 
tions from him, he filed a bill against Messrs. 
Brlanger & Co., Messrs. Louis Cohen & Sons, 
and ourselves. The allegations in the bill as to 
misconduct on our part are without the slightest 
foundation. The Government of Costa Rica 
knows perfectly well that we have duly accounted 
for and paid over all the monies we have re- 


- ceived, and it has substantially so stated in the 


Ministerial Report to Congress.” 
3537. Who formed the syndicate ?—Messrs. 


_ Erlanger & Co. 


3538. Who were the members of the syndi- 
cate ?—I think I am right in saying there were 
41 firms, or persons, who formed the syndicate. 

3539. Shall I get those names better from Mr. 
Erlanger ?—You will get it from our answer to 


- the bill, which has been handed in. 


3540. Will you read out the names?—W. 
Morris, 25,000/.; L. Floersheim & Co., 15,0001. ; 
Anglo-Austrian Bank, 10,000 l. and 20,000 2. ; 
A. Warburg, 5,0007.; M. J. Posno, 10,0002. ; 


- International Financial Society, Limited, 50,0097/,; 


Emile Erlanger & Co., 40,0000. ; 
T. Morris, 10,0002. ; 


J. Lucker, 
N. Morris, 
0.64. 


~ 
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10,0002.; Baker & Sturdy, 40,000 2.; Cawston 
& Co., 40,0007. ; Bristowe Brothers, 40,000 2. ; 
Hilder & Moens, 10,000/.; the Credit Foncier 
of England, Limited, 25,000/.; E. H. Green, 
20,0004; J. S. Morgan & Co., 75,0007. ; Gilson 
Homan, 20,000/.; Sir W. R. Drake, 10,000 7. ; 
R. A. Heath, 10,000/.; Hichens & Harrison, 
10,000 2.; Lionel Lawson, 50,0007.; Schilizzi & 
Co., 25,000/.; Ionides & Barker, 10,0002; 
Louis Cohen & Sons, 50,0007.; J. Staniforth, 


"10,000 7.; S. Puckie, 10,000 7.; C. de Murrietta 


& Co., 30,0001.; G. Batters, 10,0007.: F. Vil- 
met, 40,000 7.; Knowles & Foster, 50,000 0. 

3541. Is it an usual practice to form a syndi- 
cate of this kind in launching a loan ?—I believe 
it is almost universal. 

3542. As to the terms on which the syndicate 
was formed, are you aware, or would Mr. Er- 
langer know more about that?—I think Baron 
Erlanger would tell you.how he got the names. 

3543. What were the terms?-— The terms 
were agreed, 5 per cent., and they had to gua- 
rantee that 800,000 Z. of the loan would be taken. 

3544. They had to guarantee that 800,000 0. 
of the loan would be taken, and then what were 
they to receive ?—Five per cent. 

3545. On the 800,000 /. ?—On the 800,000 /. 
I think I may explain that if more than 800,000/. 
had been taken up their guarantee would have 


been off. 
Mr. Kirkman Hodgson. 
3546. They would have received the 5 per 
cent. ?—Yes. 


Sir Henry James. 


3547. It was like insuring that 800,000 J. 
should be taken up, if not by the public, by 
them ?—Yes. 


3548. Did they become bound to the Costa | 


Rica Government to take up, or to see taken up, 
800,000 7. ?—Yes. 

3549. It was an insurance to the Costa Rica 
Government that 800,000 2. should be placed in 
some way ?—Yes. 


3550. And for that they got 5 per cent, ?—In “ 


that paper which I have read I have shown that 
when the loan first came to us we said we would 
have nothing to do with it if the charge to the 
Government was to be too heavy. We were in- 
formed that the rate should not exceed 7 per 
cent. We took advice with our brokers, Messrs. 
Hichens & Harrison, and after speaking to them 


we considered that for a Costa Rica Loan 7 per 


cent. was not an exorbitant charge, and therefore 
we did not object to that ; but we considered that 
the 7 per cent. was to cover everything, including 
the 5 per cent. which the parties who formed this 
syndicate were to receive. 

3551. The 5 per cent. was not upon the whole 
loan, as I understand, it was upon the 800,000 is 
which the syndicate guaranteed ?—Yes; we were 
authorised to retain that 40,000/., that was a 
matter of banking, in fact, to hand over to Messrs. 
Erlanger & Co. the amounts which we received, 
less certain amounts. 

3552. When you said 7 per cent., does that 
mean 7 per cent. of the whole loan ?—Yes, 7 per 
cent. on placing the whole loan. 

3553. Then who was to receive, beyond your 
1 per cent., the remainder of the 7 per cent. ?— 
Messrs. Erlanger & Co.; the whole expenses were 
not to exceed 7 per cent. 

T3 3554. And 
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/ 3554. And out of that 7 per cent. the syndicate 
ae receive 40,000 2. ?—Yes. 

3555. That was included in the 7 per cent. ?— 
Yes; that was our understanding. 

3556. I think you have stated, that so far as 
the rest of the 7 per cent. is concerned it went to 
the bankers of Costa Rica, you had nothing to do 
with it ?—No. 

3557. Was that 7 per cent. to be on the nomi- 
nal amount of the loan ?—Seven per cent. on the 
nominal amount. 

3558. £. 2,400,000 ?—Yes; that is to say, our 
understanding was, when we put the question 


- and had it answered, that the 7 per cent. was to 


be earned. when the whole loan of 2,400,000 2. 
was placed with the public. 


Mr. Kirkman Hodgson. 


3559. And if I understand your explanation 
rightly, you, as bringing out the loan, only got 
1 per cent, ?—Yes. 

3560. The syndicate got 5 
they took firm ?—Yes. 

3561. And all the rest went to Messrs. Er- 
langer ?—Yes; that is to say, I presume they 
had to pay expenses. 


5 per cent. on what 


Sir Henry James. 


$562. Now what sum was paid over by you to 
the bankers of Costa Rica ?—It would be more 
convenient, perhaps, that against your next sit- 
ting our bookkeeper should prepare that. 

3563. The Committee would like to know the 
sum that was actually paid over tothe bankers at 
Costa Rica for the Republic ?—Yes. 

3564. I think you read in that statement you 
made something about buying back 1,400,000 2, 
or some ficure of that kind °—The Minister 
informed us that Messrs. Erlanger & Co. had 
advised him of having re-purchased 1,600,000 Z. 
of the loan; but Messrs. Erlanger corrected 
Senor Alvarado’s advice, and fixed the amount 
re-bought at 1,426,500 7., which Senor Alvarado 
subsequently confirmed by a letter of the Ist of 
August 1872. —~ 

3565. Have you any information to give the 
Committee under what circumstances that was 
re-bought; do you know anything about that re- 
buyivg ?—-It struck us that it was a very large 
sum, and a very unnecessary sum, to have re- 


- bought; but we presume from what has come to 


our “knowledge afterwards, that by a contract 
between the Government and Messrs. Erlanger 
they were authorised to buy either before the 
allotment, or I think until one month after the 
allotment, such portion of the stock as they 
thought right. 

3506. Perhaps it would be better to get that 
from Mr. Erlanger himself; but that is what you 
were informed ?—Yes, 

3567. You had nothing to do with the re- 
buying ?—No, we bought no bonds at all except 
on our Own account; “just as any other person 
might have done. 

3568. Do you understand the purpose for 
which this buying back takes place? —Well, I can 
understand toa certain limited amount that it 
would be necessary. 

3569. For what purpose ?— When a new loan 
comes out there are always a number of persons 
who buy merely with the object of re-selling ; 
what we may call weak holders, and I can very 
well understand that it might be necessary for 
the Government to give Messrs. Erlangers in- 
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structions to buy up to a certain amount; but my 
own impression is that if it had been necessary to 
have bought up to anything like such an amount 


as was bought, the loan ought never to have been > 


issued at all. 

3570. When you speak of buying from weak 
holders, supposing that a weak holder has to pay 
a considerable sum upon application or allotment, 


do you mean that they would forfeit that sum. — | 


Take first the original applicants; do you mean 


‘that persons applying and paying so much money 


upon application or allotment would cease to hold 
and forfeit that?—No; I mean supposing a man 
applies for 5,000 Z., and he has to pay down 250 /. 


with his application, as deposit, before the next — 


instalment becomes due, he might not have the 
5 per cent., and he might find itt necessary to sell 
in the market. If there were many weak holders 
there might be an undue amount of stock pressed 
on the market, and it might depreciate the stock 
very much. 

3571. When it depreciates the stock very 
much, what effect has that upon the Govern- 
ment when they have had applications for the 
whole amount?—If it were to get too much 
depreciated, people might forfeit their stock. 

3572. If you got the stock at 20 per cent. dis- 
count, and only 15 /. was paid, the allottees would 
forfeit rather than go on paying the instalments, 
as I understand ?7—Yes. 

3573. That is, perhaps, because they could 
buy in the market at a cheaper rate than they 
would otherwise be paying ’— Yes. 

3574. Did this stock go down at first issue, or 
was it kept up by these buyers?—Shortly after 
the allotment it was at a small discount of + per 
cent., and we made purchases ourselves; believ- 
ing that that depression was temporary, we, our- 
selves, on account of our firm and the individual 
partners in our firm, made purchases at 4} 
per cent. discount; and we kept on making pur- 
chases until we found that the purchases we 
made did not appear to arrest the downward pro- 
cress; and, of course, as prudent merchants, 
we thought it was time to stop continuing 
purchases. 

3575. May I ask, have you held your stock, 
or sold afterwards ?—A very great proportion of 
the stock we now hold,; and instead of making, 
as we thought we should have done by the tran- 
saction, over 20,000/., 1 may say that we and 
our individual partners have lost more than 
20,000 7., after taking the benefit of the com- 
mission. 


Mr. Kirkman Hodgson. 


3576. I take it that those purchases made by 
you were made after the allotment, were they 
not ?—Yes. 

3577. Buta large portion of the buying back 
by the syndicate, or other persons, would pro- 
bably be before the allotment?—I do not think 
we know. They had the power under their 
contract of purchasing, either previous to allot- 
ment, or, I believe, within one month after the 
allotment had taken place. 


Sir Henry Ji ames. 


3578. There is a material difference, is there 
uot, between buying back before allotment and 
after allotment in the effect produced ?—Well, I 
suppose the effect would be somewhat similar ; 
we never desired to see the loan forced up to a 
large premium, but, at the same time, we should 
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be sorry to see that it had gone down to a dis- 
count, because, of course, before the allotment, 


no one would have applied if it had gone to a 
discount. 
3579. Of course, buying before allotment has — 


« tendency to put the loan up in the market, and 
induce persons to apply ?—Yes. 

3580. In paying over the amount to the 
bankers which you have stated to us, your duty 
in relation to the loan I suppose ceased, with the 
exception of paying the interest as it became 
due ?—Receiving the instalments as they became 
due, and paying the interest; the three half- 
years’ interest which we had retained. 

3581. In the first place, will you tell me this ; 
the Minister Alvarado is dead, I think ?—No. 

3582. 1 was told he was; is he in this country? 
—Hle was a short time ago in this country. 

3583. You do not know whether he is here 
now ?—We do not know. 

3584. How many half-years’ interest did you 
retain of the Costa Rica Loan?—We retained 
three half-years’ interest, and we have paid those 
three half-years’ interest. 

3585. That was according to the contract ?— 
According to the contract. 

3586. What was the amount retained by you? 
—Of course it isa matter of bookkeeping; the 
amount retained by us was 93,224 . 

3587. That would be one half-year, would it 
not?—No; one coupon was deducted in the in- 
stalment paid, except on those bonds which were 
paid in full. 

3588. Yes, 1 see; on the 15th of October the 
instalment is 10 per cent., “less 3/. 10.s, the 
half-yearly interest coupon ”?—Yes. 

3589. That accounts for the one half-year ?— 
Yes. 

3590. When the second half-year came, which 
would come in March 1873, where did you get 
that from ; you had retained that, 1 presume ?— 
I think it will require a little explanation; I do 
not know whether you would like us to give in 
the exact figures at your next sitting. 

3591. I should like the result now ?—Eight 
per cent. on 1,165,000 7. ; that was the amount 
for the interest and the sinking fund for the two 
half years in the hands of the public. 

3592. How much does that come to? —£.93,224. 


0.64, 
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3593. Some had been withdrawn from the 
public, that formed the two half-years for the 
million and odd stock out in the hands of the. 
public ?—Yes. : 

3594. Sinking fund and interest ?—Yes. 

3595. Does that bring you up to October 
1873 ?—Yes. 

3596. Now has the Costa Rica Government 
paid anything since ?— Not a farthing. 

3597. You can perhaps also tell me the fact, 
though you are not connected with the loan, 
whether it has paid anything on the 1871 loan? 
—To the best of my belief they have not paid 
anything since that date. 

3598. On either loan?—On one loan certainly 
not, and on the other loan, I believe not. 

3599. Now I see you have got here in this 
bond the hypothecation of certain revenues upon 
a default after October 1873; a default occurred, 
T believe, in March 1874; has any application 
been made to obtain these dues from the Costa 
Rica Government; whatever the time of the 
default was, after it occurred have you applied to 
the representatives of Costa Rica for the customs 
dues hypothecated here under this bond ?— 
A meeting of the bondholders was called, and 
two gentlemen were appointed to receive those 
hypothecated revenues, but the Costa Rica Go- 
vernment have quibbled about acknowledging the 
persons appointed. 

3600. They have not acknowledged the per- 
sons ?—They have not acknowledged them. 

3601. And nothing has been received ?— 
Nothing has been received. 

3602. And since the time you speak of there 
has been non-payment on their part ?—Yes; my 
clerk informs me that on the 6 per cent. they 
paid one dividend after we ceased ours, from 
money, I suppose, in hand. 

3603. Is there anything else you wish to state, 
and if so will you state it briefly ?—I should like, 
if I might, to put in this Bill and the answer 
(producing the same). I may say that our prin- 
cipal clerk, Mr. Pearce, has had the management 
of this affair from the very beginning to the pre- 
sent time; he went out on our account to Costa 
Rica, and may be able, perhaps, to give the Com- 
rege some information which they may like to 
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Tue Rigut HonouraBLE ROBERT LOWE, In THe Caair. 


Mr. Ricuarp Foster, re-called. 


Sir Henry James. 


3604. You promised us some figures that you 
would obtain from your book-keeper as to the 
exact amount paid over ?—That is the statement 
(handing it in). 

3605. The account is this: “ Costa Rica Go- 
vernment, Seven per Cent. Loan, 1872. Total of 
applications received from the public, 2,098,350 2.; 
less withdrawals, 26,850 /.; amount allotted to 
the public, 2,071,5002.; amount taken by our- 
selves against part of our commission, 17,500 J. ; 
amount taken by the syndicate, 137,500 /.; making 
2,226,5001., at 82 per cent., which produces 
1,825,730. Add interest charged on instal- 
ments overdue, 250/. 12s. 5d.; that makes 
1,825,9802. 12s. 5d. Deduct allowance on 
sundry amounts paid in full under discount, 
3,029. 18s. 9d. Gross proceeds of loan, 
1,822,9501. 13s. 8d.”; those were the gross pro- 
ceeds then ?—Yes. 

3606. * Statement showing our disposal of the 
proceeds of the loan: Payments to Messrs, 
Erlanger & Co., by order, and for account of the 
Government, 1,576,240/. 9s. 1d. »Commission 
paid syndicate according to contract with the 
Government, 40,0002, Our commission for issuing 
the loan (of which we invested 14,000 /. in bonds, 
at the issue price as agreed),24,000/. ;” was that in 
addition to the 17,500 7. worth of bonds ?—No; 
that is to say, really that it was 10,000 /. bonds 
in cash and 14,0602. in cash, to be invested in 
bonds; so that really it was 10,000 Z. in cash, and 
14,000 L., the equivalent to that amount we took 
in bonds. 

Mr. Kirkman Hodgson. 


3607. At 82 per cent. ?—At 82 per cent., the 
issue price. in 


Sir Henry James. 


3608. “ Bonds drawn for payment, Ist October 
1872, 11,200/. Dividend due 1st October 1872, 
on bonds drawn and full paid scrip, 10,5457. 10s. 
Our commission for paying bonds drawn,: and 
dividends due 1st of October 1872, half per cent. 
on 21,7451. 10s., producing 1082. 14s. 7d. 
Dividend due lst October 1872 on 1,925,200 2. 


Sir Henry James—continued. 


deducted from the instalment of the 15th of 
October 1872, 67,382 1.” Was there a dividend 
paid on the Ist of October ?—Yes, it was paid on 
those bonds that had been issued, and it was de- 
ducted from the instalment on the scrip which 
had not been fully paid up. 

3609. Then 1,925,000/. is the nominal amount ? 
—Yes. 

3610. “ Amount retained for dividends and 
sinking fund due Ist April and 1st October 1873, 
8 per cent. on 1,165,0001., producing 93,224 1.” 
Now, I see you have calculated 8 per cent. on 
1,165,000 2. ?—Yes. 

3611. Why did you only retain the 8 per cent. 
upon the 1,165,000 2.?—That was the amount 
actually out with the public. 

3612. Had the rest been bought back ?—The 
rest had been bought back, and either had not 
been issued, or was in the hands of the bankers of 
the Government.’ 

3613. Excuse me, it must have been issued, 
was it not?—£.173,000 odd was not issued, 
and the rest was in the hands of the Government 
bankers. 

3614. Do you mean that it had been bought 
back by them?—It had been bought back by 
them. 

3615. It seems all to have been allotted at 


‘one time?—Yes, it had all been allotted by 


them; but by an arrangement’made at the re- 
quest of the Government, we did not retain those 
8 per cents., but the bonds were deposited with 
us with the coupons attached, and we did not 
retain in our hands the 8 per cents. As the 
bonds went out of our hands we received the 
amount of the interest coupons, 

3616. From whom?—From the agents of the 
Government. 

3617. Messrs. Erlanger ?—Yes. 

3618. At any rate, you retained 93,224 /. to 
pay the dividend upon 1,165,000 2. ?—Quite so. 

3619. Of course at that time you learned that 
the rest had been bought back?—Yes. — 

3620. In round numbers, one half had been 


‘bought back at that time. It was 2,226,500 . 


out 
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Sir Henry James—continued. 


out to the public, and 1,165,000 l. had been 
bought back ?—Yes. 

3621. There is a small sum of 250 ., ‘* Cost of 

amphlets bought by order of his Excellency 
Bon Manuel Alvarado,” which . balances the 
1,822,950/. 13s. 8d., the sum you had to account 
for ?—Yes. 

3622. On ist of October 1872 there seems to 
have been a dividend paid on 1,925,200 . nomi- 
nal, that is 67,382 /.; so it must have been out 
to the public?—Our bookkeeper can give you 
the reason. On each occasion we took the 
amount that we knew to be out with the public. 

3623. It speaks for itself; you paid to the 
persons entitled to receive ?—Yes. 

3624, On the last occasion you called the at- 
tention of the Committee to a statement, a part 
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Sir Henry James—continued. 


of which you read, and of which you seemed 
rather anxious to read the whole; I think the 
Committee would, wish you to read it; I pre- 


sume you state that to be part of your evidence ? 


—Yes. (The Witness then read the statement 
cuntained in his previous Evidence, in the Answers 
to Questions Nos. 3508 and 3536.) 

3625. From whom did you receive a copy of 
President Guardia’s Message’ to Congress ?— 
From Senor Montufar. 


3626. In what way was he acting ?—He was | 


one of the many Ministers of Costa Rica. 

3627. Did he communicate that message to 
you, he being a Minister of Costa Rica, and 
acting as such at the time 2-_I must refer to Mr. 
Pearce for an answer to that question. 


Mr. JoHN PEARCE; sworn. 


Sir Henry James. 


3628. Ang you Clerk in the firm of Messrs. 
Knowles & Foster ?— Yes. 

3629. You have handed to me a letter of the 
Ist of August 1872, from Seiior Alvarado to your 
firm. Have you got the original of that letter, 
or is that (handing a letter to the Witness) atrans- 
lation of it 2—That, I believe, is a translation of 
it; it is a copy of a translation of mine. 

3630. Have you got the original ?—Yes, we 
have it here. 

3631. You have spoken of a document pur- 
porting to be a message: of President Guardia 
to the Congress; have you got the original in 
Spanish which was handed to you ?—Yes (show- 
ing the same to Sir Henry James). 

3632. From whom did you receive that ?— 
Mr. Foster received it from Mr. Montufar. 

3633. In what way was he acting at the time? 
—As special commissioner to the Government. 

3634. Did he hand the original to Mr. Foster? 
— Yes. 

3635. Haye you translated that ?—Yes. 

3636. Is this (pointing to a paper) a trans- 
lation ?—Yes. 


Mr. Kirkman Hodgson. 


3637. While you follow it with the original, I 
will read this: * Honourable Deputies,—I am 
going to give you a most evident proof of my 
confidence in you and in your sentiments of 
loyalty, by giving you this information, which I 
had reserved for the time when I should have 
been able to hand you over the railway com- 
pleted. I had thus been advised, but present 
circumstances induce me to think otherwise, be- 
cause it is necessary that you should know how 
far my disinterestedness and self-abnegation has 
gone, and because my system is not to conceal 
anythiag from you that may be of interest to the 


-nation, and to the work which, with your support 


and co-operation, I have undertaken. Through 
the Secretary for the Home Department, who 
presents to you this statement, I point out the 
convenience of its being considered in secret 
session, not for my own sake, because the facts 
narrated rather do me honour than discredit, but 
because I fear that the enemies of Costa Rica’s 
future, and of my administration, will make a 
tool of these revelations, as they have done of 
the simple doubts which have arisen among you 
Marnier the report of the Finance Minister. 
.64, 


Mr. Kirkman Hodgson—continued. 


When one is ill-disposed, even the most laudable 
actions can have a wrong construction put upon 
them in order to serve unworthy ends. There- 
fore it is necessary that you should know, if you 
have not already suspected it, seeing that our 
struggle with this ring of speculators with the 
labour and industry of the Costa Ricans is not yet 
over; that they have not been able to impede 
the negotiations for the railway contract; that 
they have also been unable to upset the negotia- 
tions for the loan, and that they now see that the 
railway is a fact; that they now endeavour to at 
least delay it by destroying our credit in Europe, 
which they would do if they could succeed in 
sowing discord among us. Besides these, there 
are other no less bitter enemies of the admini- 


stration who avail of every chance to discredit 


the Government in order to upset it, and to seize 
the power for themselves, caring very little if the 
country sinks into the abyss, to promote discord 
with the view of achieving their insane views, 
is their only object. But I trust that you 
have hitherto accompanied me in the saving work 
T have undertaken, with the judgment and public 
spirit which characterises you, will not allow 
yourselves to be led away or alarmed by these 
artifices, with these rumours which the mal- 
contents and ambitious people put about, and you 
will see things in their true light, and be in- 
formed even to the smallest details. Trusting in 
this, I am going to inform you of the facts which 
I mentioned at the beginning, that you may 
know how far I have maintained the purity of 
my administration. Lend me your attention I 
beg of you, and believe me. The contractor for 


the railroad, Don Henry Meiggs, without previous . 


arrangement, and as an act of pure generosity, 
following the custom established for these nego- 
tiations, placed at my disposal through the 
‘Minister, Don Manuel Alvarado, the sum of 
100,000 7. for me to make what use of I chose. 
As this gift had nothing to do with any contract 
to be made, because the business was already 
concluded, I had no hesitation in accepting it. 
T could have kept it for myself, thus assuring a 
brillant future for my family; I could, as I was 
advised to do, have brought over to my side cer- 
tain disaffected parties, I could have divided it 
among my friends, and thus assured their co- 
operation for my private ends. J had power to 
do anything, as the use to be made of the money 
was quite at my discretion. Nevertheless, dis- 
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Mr. Kirkman Hodgson—continued. 


regarding hints and disappointed hopes, I devoted 
it to the service of the country. See how! The 
railway undertaking had spent large sums in pre- 
paratory studies which had not been taken into 
account in making the contract. From the first 
it was reckoned that the railway would leave no 
profit to the contractors. He had just shown 
his frankness and generosity by making the 
Chief of the Nation a present of 100,000/. 
I thought it would ill become me in that 
capacity to look mean, and I ordered that those 
expenses should be reimbursed with half the 
money. With the remainder I remunerated some 
important services rendered to the cause of law 
and order, thus engaging these parties to continue 
their support to the Government, not for my own 
private benefit, but for the benefit of the future 
of the country. The rest I have reserved to be 
disposed of likewise in the country’s interests 
when and in such a manner as I may think de- 
sirable The gift of this sum, and the use I made 
of it, is n9,secret for some of you. I once made 
it known to the honourable permanent committee 
assembled as a council of the Government, though 
in a private character. Onmy journey to Europe 
Jast year, when J arrived in London I found the 
negotiations for the loan entirely concluded with 
the house of Messrs. Emile Erlanger & Co., 
under the full authority conferred by your decree 
of 13th July of that same year, given doubtless 
with the most laudable intentions, but perhaps 
somewhat precipitately. I knew nothing of the 
negotiation till I got to London, The negoti- 
ation concluded by Mr. Alvarado, conceived, in 
general, under very advantageous conditions, 
contained a clause about re-purchase of bonds, 
which placed the Government of Costa Rica at 
the mercy of the contracting house. Mr. Alva- 
rado, flattered, I believe, by the general terms 
of the contract, allowed himself to be surprised 
into said clause, and on my arrival I found our 
credit in danger of falling to the ground because 
the house refused to accept some bills drawn by 
the Government. I thought that I ought, at any 
cost, to save the credit by providing funds, even 
though at a sacrifice, and with the advice of some 
friends acquainted with this kind of business, I 
made the arrangements with which at my return, 
and before assuming power, I acquainted-the Go- 
vernment and the honourable permanent com- 
mittee, by whose vote my conduct was approved. 
On this occasion Mr. Alvarado, in the name of 
the contracting house, Messrs. Emile Erlanger & 
Co., placed at my disposal the sum of sixty odd 
thousand pounds, in order that I might divide them 
among my friends and the other members of the 
Cabinet. I accepted with the view of making 
face to the sacrifices and difficulties to which 
the negotiation had given rise, and I de- 
manded that it should be placed to the account 


of the Costa Rican Government. The giving house . 


refused to do so, stating that it was an established 
custom in these negotiations to give these gratui- 
ties, that they were never carried to account, 
because they belonged to the parties who had 


intervened in them, and that, therefore, that, 


amount belonged to me, and to those with whom 
I chose to divide it. I then thought of a means 


of employing this money in the real benefit of the 


country, thus disappointing some demands with 
which, as you will easily understand, Iwas besieged. 
I promoted the establishment of a house of busi- 
ness, with sufficient funds to maintain at a high 
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ry 


point the credit of Costa Rica, and to make face — 
against any eventuality which might occur, the ~ 


only way to re-establish it, and to make our bonds 
valuable in the market. The house was, in fact, 
established, and I subscribed 40,0007. Up to 
to-day my scheme has been successful, that house 
has rendered most important services, always 
honouring the signature of the Costa Rica Go- | 
vernment, and advancing considerable sums. 
According to the last advice it has already paid 
4,900. to pay interests of the loan, and 20,000. 
for the purchase of the steamer for which you 
were pleased to authorise the Government. Ot 
the said amount I thought it convenient to place 
11,000 Z. at interest, with responsible and very 
respectable persons in Costa Rica who were then 
in Europe, in order that the money might not 
lie unproductive till the time came for employing 
it. You therefore see, honourable deputies, what 
use I have made of the sum of over 800,000 dollars 
which was placed in my hands for me to dispose 
of. In all parts these gratuities are always given 
after a negotiation ; in all-parts one divides these 
sums between himself and his intimate friends. 
It is such a common occurrence, that no one pays 
it any attention. 
cacy I could have done the same. I now ask 
you; a man who has a fortune in his hands of 
which he can freely dispose for his own benefit, 
and for that of his friends, and who, far from 
doing this, employs it for the benefit of the 
country he serves, and to assist a work of so much 
hope and of such a promising future; a man who 
has employed in the cause he has promoted and 
sustained, for the purpose of aggrandising his 
fortune, his life, his honour even, can he be 
capable of soiling hishands with impure trafficking 
with the administration of the revenue of this. 
same people for whom he sacrifices everything ? 
But some of you honourable deputies know very 
well that there are plots against my life, and > 
that assassins are paid to killme as the quickest 
way to involve the country in an alarming reyolu- 
tion, for this would be. the result that would 
ensue. . It is notorious to all of you that I am 
to-day the object of the vilest and most infamous 
calumnies, and I am mercilessly accused of the 
ugliest crimes and the most outrageous preten- 
sions, with the view of damaging my charaeter. 
And what you nevertheless do not know I am 
going to tell you, that modest fortune which I 
have honourably acquired, and which has been 
maliciously augmented, multiplied, to make me 
the object of odious suspicion; I have compro- 
mised on behalf of Costa Rica. On my passing 


‘through New York. last year, and in order that 


there might be in that city a house that would 
maintain the credit of the Government, and 
advance the amount necessary for the purchase 
of materials for the railway, and for other ex- 
penses that might arise, I pledged my personal 
responsibility, and under that guarantee, the 
house, which was that of Messrs Grace & Co., 
has rendered very important services, maintaining 
our credit entire, and making advances of funds. 
An unfortunate occurrence might overwhelm me 
and my family in misery. How could I wish to 
enrich myself from the national treasury, when I 
pledge, in favour of the country, my private for- 
tune, and the future of my children? Honourable 
deputies, I have made you this statement not to 
excuse myself, because although I haye been 
insulted and calumniated, nobody has been able 

to 
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to point out one fact that can make me blush, but 
because I require, though for a short time only, 
your confidence with the unlimitedness with 
which you have hitherto favoured me with it; 
I require it until I have finished the railway; I 
require it because it is the credit of the country 
abroad, and the respect of the administration at 
home. When once that work of such vital con- 
sequence to Costa Rica is terminated, I will not 
wait for you to draw it from me, I myself will 
come and provoke a most scrupulous examination 
into my acts, and demand to be condemned if I 
have acted wrongly. Then Costa Rica will be 
great, will be rich and happy; I will retire satis- 
fed with that reward. I fear not inte rnal machina- 
tions nor party intrigues; I consider myself strong 
enough to maintain intact the precious deposit 
which the nation has entrusted to my care. I 
“fear no contretemps that will stop the flight of 
the Republic towards the beautiful future to 
which she is called, but on any cost I must main- 
tain the credit to make face to our solemn com- 
promises. With this element I will answer for 
it that the country will progress, and that shortly, 
very shortly, we shall see our efforts and our sacri- 
fices rewarded; I have spoken to you from my 
heart; I have taken a step the importance of which, 
on this occasion, 1 hope you will know how to ap- 
preciate. Some day the public also shall be in- 
formed of the facts which I have just stated to you. 
Tt will be then that I will reply to the calumnies 
and insults of which I am now the object. I was 
going to close, but I just recollected that I owe 
you another frankness to reply to one of the 
doubts which I am’ informed you entertained as 
to the contract for the railway. You are right; 
_ everything that can render less realisable that 
work must find an echo in the hearts of Costa 
Ricans, who love their country. It is notorious 
that since the commencement of the contract 
Mr. Henry Meiggs, who under this condition 
lent himself to it, ceded his right to Mr. Henry 
Meiggs Keith. In the sight and paciencia of 
all Costa Rica this last took the character of 
empressario, and in many official documents he is 
made to appear in this capacity. So far so good ; 
this cession, to which no one has hitherto objected, 
does not suppose that Don Henry Meiggs is 
freed from the responsibility which as conces- 
sionaire lawfully belongs to him. He recognises 
it in this light, because on various occasions 
he has intervened in the undertaking; and to- 
day even, through Don Guilherme Nanne, com- 
missioner of the Government, he has manifested 
his approval of the position of the works, and has 
ordered that they be actually proceeded with. 
Therefore you and all Costa Rica ought to throw 
aside all fear on this point; and I will tell you 
still more, without Mr. Meiggs’ support, the 
work will not suffer one moment’s delay, because 
we count on sufficient funds to carry it through 
without prejudicing or exacting the responsibility 
‘to which any default might give room;” that 1s 
the translation of the message ?— Yes. 


Mr. RicHARD 


Sir Charles Mills. 


3649. WuEN you entered into negotiations 
with Mr. Cohen, were you aware of any contract 
or arrangement existing with regard to the loan? 


—Yes, we were aware that they were making 
0.64. : 
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Sir Henry James. 


3638. I handed you a copy of the letter from 
Senor Alvarado of which you were to get the 
original. This is dated 1st of August 1872, a 
letter from Senor Alvarado to Messrs. Knowles 
& Foster :—* Dear Sirs, Messrs. Emile Erlanger 
& Co. have advised me, in a letter of 23rd of last 
month, that the amount of the Costa Rica Loan 
bought by them in the market on account of my 
Government amounts to one million four hundred 
and twenty-six thousand five hundred pounds 
nominal (1,426,500 7.), and not to one million six 
hundred thousand pounds (1,600,000 7.) as they 
had told me. I therefore correct the involuntary 
mistake regarding these amounts contained in the 
letter I had the honour of addressing you on the 
10th of June last. I must also tell you that I 
have agreed with Messrs. Emile Erlanger & Co. 
that you shall take the amount necessary to com- 
plete your total commission, agreeably with the 
arrangements made with them in bonds of the 
loan issued by you.” Mr. Foster has mentioned 
that a letter was sent either to Mr. Cohen or to 
Messrs. Erlanger on the subject of this; have 
you acopy of that?—Yes, here is a manuscript 
copy (producing it), and we have the letter book 
here. 

8639. You seem to have gone out to Costa 
Rica?— Yes. 

3640. You have been spoken of in connection 
with the revenueof the country; did you find what 
the total revenue was at all ?—I could not tell ex- 
actly what it was, but it is considerably increased 
since I left. I had the finance minister’s report for 
last year, in which he estimates for the present 
year a surplus of a million and a-half of dollars, 
which is close upon 300,000 /. 

3641. Is that after paying the external debt? 
—No. 

3642. Without the external debt ?— Without 
the external debt; there is no internal debt at 
all. 


Mr. Bourke. 


3643. With regard to that message that was 
communicated to Congress in secret sitting, was 
the tenor of it ever made known to the Republic 
of Costa Rica, do you know ?--It was printed 
subsequently, but it was not publicly circulated. 

3644. It was printed you say; was it in any of 


the Costa Rica newspapers ?—It was in the 
Official Gazette. 


Mr. Edward Stanhope. 


3645. Can you tell us what the actual income 
was in 1871 ?—No. 

3646. Are there any documents published to 
show that ?— Yes, there was, I believe, a finance 
minister’s report for that year. 

3647. A report of the actual sum received ?— 
T believe so.: : 

3648. Have you got one ?—I think not. 


Fostsr, re-called. 


Sir Charles Mills—continued. 
arrangements with the firm of Messrs. Erlanger 
& Co. 

3650. But were you aware that any arrange- 
ment had been come to?—We knew that they 
U2 + were 
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Sir Charles Miils—continued. 


were making arrangements with Messrs. Erlanger 
& Co., but we were not aware of the exact con- 
ditions of the agreement. 

3651. But you knew some of the conditions at 
any rate, because you knew about the 7 per cent. 
being charged ?—That came out in answer to 
your question. We said that we would have 
nothing to do with it if the terms were to be too 
onerous to the Government; and we were then 
informed by Mr. Cohen, I believe that was in the 
presence of Baron Erlanger, that the total cost to 
the Government was to be 7 per cent. 

3652. Therefore, there was to be a contract to 
that effect that 7 per cent. was tobe charged to 
the Government in payment of all expenses con- 
nected with the loan?—Well, I suppose so. I 
cannot say that that was to form a part of the 
contract, but that was the understanding between 
us and Messrs. Cohen and Erlanger, before we 
entered into negotiations for the issue of the 
loan. 

3653. In fact there were two contracts. There 
was to be a contract between you and the Go- 
vernment, and a contract between Messrs. Er- 
langer and Messrs. Cohen ?—Yes. 

3654. The one between Messrs. Erlanger and 
Messrs. Cohen was to cover the 1 per cent. to 
be allowed to you for bringing out the loan ?— 
Yes. 

3655. And then the other contract, to which 
you alluded subsequently, was a third one; I 
mean the secret one ; that was an additional one, 
the one by which Mr. Erlanger was to charge 
4 per cent., 96,000 “. ?—Yes. 

3656. So that, in fact, there were three con- 
tracis ?—Yes. 

Sir Henry Holland. 


3657. Am I right in supposing that the re- 
purchases by Messrs. Erlanger took place shortly 
after the allotment, or just before the allotment ? 
—We are unaware when they took place. No 
doubt some purchases were made previous to the 
allotment, but I can never suppose that it would 
have been possible to purchase the whole amount 
previous to the allotment. 

3658. I am referring to the amount of 
1,426,000 7. ?—Yes, I understand that. 

3659. Then, as I understand, shortly after the 
allotment you began purchasing with a view to 
arrest the downward prices ?—Yes, shortly after 
the allotment they were offering for sale on the 
market at a small discount of a quarter per cent. 
I believe the first purchase that we made was at 
a quarter per cent. discount, and then they gra- 
dually fell away. 

3660. And you continued purchasing more or 
less until you found that some of the stock you 
were purchasing was stock that had been re- 
purchased by Erlanger & Co.; is that so ?—It is 
SO. 

3661. What amount of stock do you think you 
had purchased before you made that discovery ? 
—It would be only a guess if I were to say. 

3662. Wasita considerable amount?—I should 
think probably 20,000 2. or 30,000 /.; very likely 
that. 

3663. So that, in fact, you probably had been 
purchasing, with a view of arresting the downward 
course of prices, this very stock that had been 
rebought by Erlanger & Co.?~-Yes; when we 
found that we were, in fact, only purchasing back 
the bonds which had been re-purchased by Messrs. 
Erlanger, we felt that it was really hopeless to 
continue to arrest the downward tendency. 
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Mr. Edward Stanhope. 


3664. I see that there is a memorandum at- 
ae to the prospectus by Senor Alvarado ?— 

es. 

3665. What steps did you take to ascertain the 
truth of the facts in the memorandum of Senor 
Alvarado?—-We made inquiries. We had at that 
time every confidence in the statements which 
Mr. Alvarado made; they were supported by our 
knowledge of the richness of the country, espe- 
cially as a great coffee-producing country. 


3666. For instance, I see that it is there said 
that coffee is cultivated on some 460,000 acres; 
did you ascertain whether that was correct or 
not ?—No, I cannot say that we satisfied our- 
selves on that point, as to the quantity of land 
under cultivation. 


3667. Now take this point: “ These figures 
(257,0007.) “are not mere estimated amounts, 
but are the realised results of the income 
derived in the year 1871;” did you test that 
fact at all?—He had, I believe, in his posses- 
sion certain Government reports from which he 
took those figures. : 

3668. Did you see those reports >—He handed 
us certain papers, official returns, and so forth, 
and we examined them as far as we could. 


3669. Did they show the realised results of the 
income derived in 1871 ?—There was one of the 
papers, I think, which shows that ?—No; I find 
it was his own statement. i 


3670. Then, again, as to the increase in the ex- 
ports of coffee, did you look into those figures, 
and test the figures put by Senor Alvarado at 
all?— We knew from our knowledge of the 
markets that there was a very large quantity of 
coffee coming from Costa Rica. : 

3671. I am asking as to the definite figure 
stated here?—No; I cannot.say that we did. 


3672. Did you not think, as contractors to the 
loan, it was your duty to inquire into distinct 
statements of that sort, upon the faith of which 
the public were to be asked to subscribe ?—That 
was Senor Alvarado’s statement, and we had at 
that time every confidence that Senor Alvarado’s 
statement was a correct one; and I believe 
now that the figures which he has set forth 
there are, if not perfectly correct, very nearly 
correct. 

3673. I am not disputing that, but merely 
asking you whether you took any steps to satisfy 
yourselves of its correctness before you put your 
names to the prospectus ?—We made several 
inquiries as to the correctness of the state- 
ment. 

3674. Of whom did you make those inquiries ? 
— There were certain Parliamentary Blue Books 
issued, which we examined; so our clerk informs 
me. 

3675. Costa Rica blue books do you mean ?— 
No; blue books published here; certain consul’s 
reports. 

3676. Were the figures which are stated in 
this memorandum taken from those reports ?— 
No; those figures were Senor Alvarado’s figures, 
but we checked them as far as we were able to 
do so, and we were informed also by Mr. Cohen, 
who introduced the loan to us, that he could con- 
firm them to a certain extent. 


3677. And that was sufficient to induce you to 
give your name to the prospectus containing 
these facts ?—AIl the information that we got 
tended to prove that the statements made by 
Mr. Alvarado were correct. 


ee 
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Sir Charles Russell. 


3678. Are you using any endeavours at present 
to bring the Costa Rica’ Government to meet 
their obligations ?— Yes; as 1 was saying, the 
other day, there was a meeting of the bondholders, 
and two commissioners were appointed to receive 
the hypothecated revenues, but the Costa Rica 
Government, up to the present time, have refused 
to recognise these persons appointed at the meet- 
ing of the bondholders. We are now taking steps 
to show that they were properly appointed, 

3679. You are actually doing that. at present? 
—It is being done by the committee of the Costa 
Rica bondholders. 

3680. But supported by you as the original 
contractors ?—Certainly, we are aiding them. 


Mr. Kirkman Hodgson. 


3681. I believe there is no doubt that the com- 
merce of Costa Rica is increasing; as a matter 
of general knowledge and general fact, that it is 
known that the cultivation of coffee is increasing, 
and the price of the coffee is also increasing very 
much ?—Yes. 

3682. It is of a fine quality the greater por- 
tion of it ?—Yes, about one of the first qualities 
appearing in the market. 

3683. I should like to ask you a question about 
the commission. In the contract prepared for you 
by Sir William Drake, after your declining to be 
the agents of Messrs. Cohen and Erlanger, is any- 
thing stated about a limit of cost to the Costa 
Rica Government of 7 per cent. ?-—No, I think 
not; no, it is not. 

3684. Then there was not an agreement be- 
tween you and the Costa Rican Government, but 
an agreement between you and Messrs. Cohen and 
Erlanger, who were the sub-agents of the loan? 
—TI should say it was more an honourable under- 
standing than an actual agreement. 

3685. Then 7 per cent. for expenses and 
commissions and everything else on a loan of 


2,400,000 2. would, I think, be about 168,000 2, 


would it not ?— Yes. 

3686. Of that you had the regular commission 
of 1 per cent. on issuing the loan, that is 
20,000 U. ?—No. 

3687. Then there was 40,0007. to be paid for 
that sum of 800,000 7, taken firm by the syndi- 
cate ?—Yes, 

3688. That would make 60,000 /.; there re- 
mained then a sum in round numbers of 
105,000 ?—Yes. 

3689. To whom did that go?—That was to go 
to Messrs. Erlanger & Co. to meet their general 
expenses connected with the issue of the loan 
and every expense. 

3690. There would be a quarter per cent. to 
the brokers, I take it?—Yes. 

3691, And the expenses of printing, advertis- 
ing, and so on ?—Yes. 

3692. I suppose if we take that at 20,000 2. we 
take it largely, do we not ?--- Yes. 

3693. The other 80,0007, would go to Messrs. 
Erlanger & Co., or Cohen ?—Yes, and the parties 
interested. 

3694. Had it anything to do with what is men- 
tioned in this paper of yours, in which you say, 


_© And it was with great dissatisfaction that we 
_ subsequently found out that there was a secret 


agreement between Messrs. Erlanger ani Senor 
Alvarado, by which the former were to receive 


an additional commission of 4 per cent. or 
96,0001. for the purpose, so says the agreement, 


0.64. 
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Mr. Kirkham Hodgson—continued. 


of counteracting adverse speculations on the 
market”; is that extra to the 7 per cent. ?—We 
had no knowledge whatever of any amount re- 
quired to prevent what are termed there “adverse 
speculation ”; we should naturally have supposed 
it would have come out of the 7 per cent. 

3695. But, as a matter of fact, did it come out 
of the 7 per cent.?—I must refer you, I think, to 
Messrs. Erlanger on that point. 

3696. Because, if it were additional, the cost, 
of course, to the Costa Rican Government would 
be very much greater, not 7 per cent., but 11 per 
cent. ?—It would; and I may say that at first 
when we were informed that 7 per cent. was 
to cover all expenses, we inquired of Messrs. 
Hichens, Harrison & Co., who are eminent stock- 
brokers, and they informed us that they did not 
consider the 7 per cent. as out of the way. 

3697. I should like to ask you one more ques- 
tion about this. The application to the Stock 
Exchange states that the loan has been applied 
for and allotted unconditionally to the public. 
At that time avery large portion of the loan had 

»been bought back by the contractors ?—A por- 
tion; I do not know how much. 

3698. Was that taken bond fide by the con- 
tractors for their own account, or had they the 
guarantee of the Government behind them. You 
will observe that the reason I put the question is 
this: if they bought it back for their own account 
the loan was appropriated to the public; if they 
bought it back with the guarantee of the Govern- 
ment behind them the loan was not appropriated 
to the public, because, in fact, it was not issued ? 
—Well, my own impression would have been 
that any amount which they purchased previous 
to the allotment was bought at their own risk ; 
but I really am unable to say what the conditions 
were. 

3699. That was not a thing that came under 
your management ?—No; our clerk informed me 
that we knew at the time that they did buy a 
certain portion on the Government account ; 
therefore, perhaps, I ought to correct that. 

3700. You would not call that portion issued 
“ unconditionally ” to the public, would you ?— 
It was issued to the public, but had been pur- 
chased back by Messrs. Erlanger & Co. on ac- 
count of the Government. 


Mr. Watkin Williams. 


3701. What do you say now is the cause which 
has led to the non-payment of the principal and 
interest due in respect to this loan ?—I think the 
bad faith of the Government, because the Govern- 
ment show by their returns that they could pay 
if they were willing to pay. 

3702. You attribute it to want of good faith on 
the part of the borrowing Government ?—Yes. 


Sir Henry James. 


3703. Do you recollect whether, before you al- 
lotted the loan, you consulted any firm of brokers 
as to the propriety of alloting, there having been 
buying back before allotment 2—Certainly ; we 
consulted Messrs. Hichens, Harrison & Co., whose 
names appear in the prospectus. 

3704. Does not that bring to your mind that 
you knew that there had been buying back before 
allotment ?-—-We knew that there had been some 
purchasing before the allotment, but, we did not 
know how much, 


Se 3705. How 


Mr. 
Foster. 


22 April. 
1875. 


¢ 


158 MINULES OF KVIDH NCH TAKHN BHPORM Tit 
Mr. Chairman. Chairman—comtinued, 
sancnill 3705, How long after the allotment wasit, that probably there might have been’ an  idoa 
22 April you know there had been 1,400,0002 or 1,600,0007, that the Government had been making pur- 
1875. worth brought back ?—I think it was about a chases. 


monthafterwards when we heard the exact figures. 

3706. Can you explain what you believe to be 
the object of that operation >No, Lam unable 
to do that; we certainly felt very great surprise 
when we heard that so large an amount had been 
bought back. 

3707. Do you see what interest the Govern- 
ment had in buying it back; why should they 
wish to do it?—As I mentioned on Monday, I 
think I can understand that it might be necessary 
to have purchased back a certain amount from 
what we may call weak holders; but T cannot at 
all understand why it should have been necessary 
to have purchased back so large a sum as the 
1,400,000 7, or 1,500,000 ¢. 

8708, When did the loan begin to fall in the 
market ?—I should say a few days, probably a 
day or two, after the allotment had taken place, 

3709. How do you recognise that with the 
fact that there were simultaneously going on 
large purchases of the loan; would not that have 
a tendency to raise it rather than sink it; will 
you explain the enigma to us ?—L suppose there 
were more sellers than purchasers, 

3710, Notwithstanding the large purchases ?— 
Yes. 

8711. And to what do you attribute that; why 
should there be such a number of sellers; had 
anything happened to diseredit the loan ?—No- 
thing had happened to disoredit the loan, oxeept 


8712. You think that got out PeeL think it is 
vory likely. Ai ootentvn 
Sir Charles Stuart. 

$718, But the Government were at that time 
selling apparently, beeative you were buying 
back ?—As to the transactions T could hardly 
explain how they were; T think T must refer to 
Messrs, Exlangor; T suppose they were buying 
and selling at the same time, uP 

3714, Therefore they were not doing much 
good to the market, not keeping the market up ? 
—Thoy certainly were not keeping the market 
up, because the prices began to droop almost 
immediately after the alloiment had takon place, 

3716. When you came into the frit, you 
found that among the stock delivered to you was 
some of the stock which had been bought back 
by the Government? You 

Mr. “ice. 


3716, As soon as you found that, you stopped 
your own purchases P=Yos, 


Mr, Kirkman Hodgson, 
8717. Your own purchases were bond fide} 


Yos, on our own account, and that of the partners 
of our firm, 

8718, That was after the allotment ?—Our 
purchases wore made entirely after tho allot- 
ment, ‘ 


Baron Eatin ERLANGER; sworn, 


Sir Henry James. 

3719. War is the name of your house ?— 
Before you examine me I craye leave to make 
two remarks, ‘The first is that, as you are aware, 
a lawsuit is now pending between the Costa Rica 
Government ane cars but notwithstanding 
that lawsuit I haye volunteered to give evidence, 
as you have been kind enough to ask me. The 
second is, that Lam not an Englishman, and that 
therefore IT hope I may count on your indulgence 
for the indifferent English I s veal, 

3720., We have not found that out at present, 
What is the name of the house under which you 
carry on business ?—Emile Erlanger & Co. 

3721, And we hear that you took a share tn 
‘issuing the Costa Rica Loan of 1872 ?—Yes. 


$722. You had nothing to do with the loan of 


1871, I believe P—Nothing at all. 


8723. With whom did you first eommunicate as” 


to issuing the loan, or taking part in aut the 
loan of L872 2—Do you mean on the part o the 
Government, or on the part of private houses ? 

8724. Take the Government first P— Senor de 
Franco, the then Minister of another Central 
Republic, introduced to me Senor Alvarado, 
Senor de Franco I had known for a long time, 
and he told me that Senor Alvarado had come 
with the object of effecting a loan for 2,400,000 /, 

3725, Did you enter mto any contract with 
anyone on the part of the Government ?—Cer- 
tainly, 

3726, Will you hand in a copy of that P-Yes 
(handing it in), T may say that I entered into 
two contracts, 

3727. Will you give us any contracts you 
have P—( The Witness did so.) , 


Sir Henry James—continued, 


$728, Ts this which you have given me & trans 
lation >It is; the originals are here, 

3729, Is the original of thia first contract in 
Spanish ?—In French and Spanish, 

8730, What is the date of the first contract ?— 
The 2nd of May 1872, 

3731, * Between His Dxecelloney Senor Don 
Manuel Alvarado, acting in the name of the Re- 
public of Costa Rica, according to powers of 
which copy is annexed, and Messra, Emile Brlan- 
ror & Co. it has been arranged and agreed as 
follows: Articole 1, The Republic of Costa Rica 
having concluded this day, with Messrs, Knowlos 
& Foster a contract (whieli will be denominated 
the principal contract) for the issue and subserip- 
tion of a ait of two million four hundred thou- 
sand pounds Sims. (2,400,000 7.) nominal, and of 
which copy is attachod to these presents, Mossrs, 
Emile Erlanger & Co, bind themselves from tho 
time of the issue to take firm the nominal sum 
of cight hundred thousand: ounds sterlin 
(800,000 7.) of this loan under the conditions o 
the present contract and: under the conditions 
contained in the principal a poe Tt is never- 
theless aodaaiant that the -subseriptions of 
the public are to be deducted from the 800,000 /. 
sterling taken firm by Mosse. Emile Br co 
& Co, and that these gentlemen shall bo free 
from their obligation for so much as the public 
shall have subsoribed, so that meat tel aub. 


soribe 800,000 & sterli frie ea 0 ne: 
Yr obligatio 


r 

& Co. shall be entirely + nt 
to take 800,000 2 firm, but if the public should 
Th, Ogers, Bmile 
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subseribe 400, onli 
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_ ling firm, and so in proportion. Article 2. 
Messrs. Emile Erlanger & Co. further oblige 
themselves to pay the commission to Messrs. 
Knowles & Foster, who issue the loan, the bro- 
kerage, the publishing expenses inherent to the 
subseription, and all the further expenses it may 
occasion. They will also pay for the preparation 
of the bonds and the English stamp. Article 3. 
Messrs. Emile Erlanger & Co. will have the right 
to ee for account of the Republic, if they 
find it necessary for the success of the loan, up 
to the sum of 100,000 /, sterling nominal of the 
loan already issued by the Republic in London, 
and to take the funds necessary for these pur- 
chases from those belonging to the Republic 
which may be realised in virtue of the present 
contract. This advance shall continue up to the 
time when Messrs. Emile Erlanger & Co. shall 
think it opportune to re-sell for account of the 
Republic the bonds purchased. But if the public 
subscription does not exceed the sum of one 
million pounds sterling (1,000,000 I.) nominal, 
Messrs. Emile Erlanger & Co. bind themselves 
to advance to the Republic, in account current, 
the money necessary for the purchases so made 
up to the amount of 75 per cent. of the amount 
they may have paid. Article 4. To secure as 
much as possible the success of the subscription 
to the loan, the Republic of Costa Rica authorises 
and gives power to Messrs, Emile Erlanger & Co. 
to purchase on the London market, for account 
of the Republic, such an amount of the new loan 
as they may think necessary for the success of the 
operation. The Republic, however, will not have 
to pay any premium or excess over the issue price 
on these purchases ; the premium which may have 
been paid will, on the contrary, be at the charge 
of ‘Messrs. Emile Erlanger & Co. Tt is further 
understood that these purchases, and those re- 
ferred to in Article 3, cannot be made with the 
800,000 /. sterling nominal taken firm, according 
to Article 1 of the present contract. Messrs. 
Emile Erlanger & Co., however, will not have 
the right to make such purchase for account of 
the Republic after 30 days from the allotment of 
the loan. Article 5. For the expenses which 
Messrs. Emile Erlanger & Co. will have to incur, 
the Republic will allow them a fixed sum of two 
per cent. (2%) on the, nominal of the loan, say 
48,0001. sterling, and for the risk they run for 
taking firm the 800,000 Z sterling, as well as for 
their trouble, the Republic will allow them a 

‘fixed commission of 5 per cent. on the nominal 
amount of. the loan of 2,400,000 7. sterling, 
namely, 120,000/, sterling, making in all a total of 
168,0001. sterling, which will be deducted as to 
one moiety from the funds arising from the sub- 
scription of the first 800,000/., and as to the 
second moiety from the first funds received after 
the subscription of the first. 800,000 /. sterling. 
Should the subscriptions. not exceed 800,000 /. 
sterling, Messrs. Emile Erlanger & Co. will have 
the right to take the second moiety of their com- 
mission in bonds at the price of issue. Article 6. 
Except the deduction spoken of in the pre- 
ceding articles, no other charge for commission 
and expenses can be made on the bonds 


subscribed or not subscribed by the public. 
Article 7. The Republic authorises Messrs. 


wosin 


Emile Elranger & Co. to receive the amounts 


arising from the subscription, excepting only 


those to be retained by the house issuing the loan, 


“according to Article 8 of the’ principal contract. 
0.64, 
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Senor Don Manuel Alvarado, as representing the 
Government, by virtue of his full powers, further 
declares that the receipts given by Messrs. Emile 
Elranger & Co. to Messrs. Knowles & Foster for 
the amounts paid by the latter to the former shall 
be a valid and incontestable discharge from the 
Republic to Messrs. Knowles & Foster. The 
funds which Messrs. Emile Erlanger & Co, may re- 
ceive from Messrs. Knowles & Foster in this way 
shall be applied by them to the uses specified in 
Article 8 of the present contract, Article 8. 
The funds which Messrs. Emile Erlanger & Co. 
receive from Messrs. Knowles & Foster, accord- 
ing to Article 7 of the present contract, will be 
applied by Messrs. Emile Erlanger & Co. to the 
following payments:—1. ‘To the payment of the 
commission and expenses in the manner and pro- 
portions established in Article 5. 2. To the 
payment of the purchases made for account of 
the Republic with the funds of the latter, or to 
the reimbursement of the fourth part of the 
amount disbursed by Messrs. Emile Erlanger 
& Co. for these purchases made with their own 
funds, according to Article 3. 3. Vor the pay- 
ment of the purchases made, according to 
Article 4. 4. The balance shall be placed at 
the disposal of the Republic in account current 
according to Article 10. Article 9. The Re- 
public shall give cight days’ previous notice to 
withdraw any sums not exceeding 10,000 J. ster- 
ling, 15 days’ notice to withdraw sums not ex- 
ceeding 20,000 J. sterling, and 30 days’ notice to 
withdraw amounts not exceeding 60,000 A. 
sterling. For payments exceeding the amount 
of 50,0001. sterling, the Government shall give 
60 days’ previous notice. The bills of exchange 
drawn by the Republic against funds disposable 
shall be placed to the debit of the Government 
at their maturity. Article 10. Messrs. Emile 
Brlanger & Co. will open an account current for 
the Government of the Republic at a reciprocal 
interest of 5 per cent. per annum, and in which 
will figure to the credit of the Republic all sums 
which Messrs. Emile Erlanger & Co. may re- 
ceive for their account, and to the debit the sums 
which Messrs. Emile Erlanger & Co. may haye 
advanced to them, as well as those sums paid in 
discharge of its cheques or bills of exchange, and 
those sums which may have been directly re- 
mitted by its order. Article 11. Messrs. Emile 
Erlanger & Co. remain solely charged with the 
entire sale or placing of the bonds or scrip not 
subscribed or bought, and the whole price’ ob- 
tained beyond the issue price shall be divided in 
moieties between the Republic and Messrs. Emile 
Erlanger & Co. Article 12. The matured 
coupons, and the drawn bonds of the part of the 
loan not subscribed for, or not taken firm, or not 
placed, belong to the Republic, and shall be 
credited to it in account current as received. Ar- 
ticle 13. In case there should not be subscribed 
or placed by sales more than 950,000 /. sterling 
in the first three months after the date of the 
subscription, reckoning from the date of the 
subscriptions, Messrs. Emile Erlanger & Co. 
pind themselves to advance the Government, if 
they desire it at this date in account current, 
100,000 7. sterling for the term of nine months, 
on the bonds not eubscribed, or not sold. Ar- 
ticle 14. In the improbable case of any doubts 
or disputes arising between the contracting 
parties as to the interpretation of any of the 


articies of the present contract, each of the con- 
U4 qracting 
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Sir Henry James—continued. 


tracting parties shall name an arbitrator, and 
these shali meet in London to decide the ques- 
tion, and if these arbitrators cannot agree, they 
themselves shall nominate a third. If they can- 
not agree as to the nomination of the third, three 
names of distinguished English counsel shall be 
placed by common consent in an urn, and from it 
shall be drawn by lot, the third arbitrator to de- 
termine the matter. Article 15. It is understood 


that Messrs. Emile Erlanger & Co. are obliged’ 


to pay to Messrs. Knowles & Foster the com- 
mission they have stipulated for the issue of the 
loan, and the expenses of this issue, according to 
Article 2 of the present contract, and that the 
sum of 50,000 Z. sterling which Messrs. Knowles 
& Foster have a right to retain, according to 
Article 8 of the principal contract which they 
have signed with the Commissioner of the Costa 
Rica Government, forms part of the expenses 
and commission stipulated in Article 5 of the 
present contract in favour of Messrs. Emile 
Erlanger & Co., and that this 50,000 /. sterling 
shall be considered by them as paid on account of 
the first half of the commission, which shall be 
retained from the subscription of the first 
800,0007. sterling taken firm, and that the Go- 
vernment of Costa Rica will not be bound to pay 
any commission to Messrs. Knowles & Foster, 
nor other expenses of the issue” ?—I think I can 
give you at once an explanation as to the 50,0007. 
Messrs. Knowles & Foster had undertaken to 
pay 40,000 /, to the syndicate, and 10,000 /. were 
their own commission, and, of course, they wished 
to be covered for that amount. 

3732. Is this ( pouting to a Paper) a transla- 
tion of the second contract ?— Yes. 

3733. This is dated 2nd of May 1872; they 
both have the same date ?—The same date. 

3734. “ Between his Excellency Senor Don 
Manuel Alvarado, acting in the name of the Re- 
pubiie of Costa Rica, in virtue of the powers to 
that effect and Messrs. Emile Erlanger & Co. 
It has been contracted and agreed as follows: 
By derogation from Article 6 of the contract of 
this day, and in addition to the conditions. stipu- 
lated in Article 5,a margin of 4 per cent. is 
allowed to Messrs. Emile Erlanger & Co. for all 
adverse operations which will be undertaken on 
the market against the present loan. They, there- 
fore, shall be:at liberty to deduct this 4 per cent., 
namely, 96,000 /. sterling, in addition to the other 
deductions mentioned in the contract of this 
day.” That is the contract ?—Yes. 

3735. Of course under the principal contract, 
Messrs. Knowles & Foster were to issue the 
loan to the public ?—Yes. 

3736. And you were to receive the proceeds 
from them ?—Yes. 

3737. Do you agree with the amount given by 
Mr. Foster as to the sum that you did receive? 
—Will you kindly state the amount given by 
him ? 

3738. He gives the amount sent to you as 
1,576,240 1. ?— Yes, I think that is right. 

3739. Now, subject to your contract, it was 
your duty to hand that over to the Costa Rica 
Government ?— Yes. 

3740. Can you place before the Committee 
any statement of the sums that have been actually 
paid to the Costa Rica Government ?—Yes; I 
think that for your better understanding I had 
better put before you the exact sums that I have 
received, and the exact sums that I have paid. 


Sir Henry Jame s—continued. 


3741. I thought we had got the exact sum you 
have received, 1,576,2401.?’—Yes; but at the 
same time, to come to an exact account, I ought 
to explain to you what has been re-sold after- 
wards for the part of the Government, what has 
been paid for coupons cashed for the Government, 
and what for drawn bonds; those would be the 
receipts. And then the payments would be the 
amount paid for bonds re-purchased, the amount 
paid to Messrs. Knowles & Foster for annuities, 
and the amount paid to the Costa Rica Govern- 
ment in cash. 

3742, Will you put in your own account in 
your own way ?—We have received from Messrs. 
Knowles & Foster the sum of 1,588,883/. 9s. 1d.; 
we have sold 400,000 /. of stock for account of 
the Government, producing 254,000 /. 


Mr. Kirkman Hodgson. 


3743. What was the price of that ?--Sixty- 
three and a half. 

Sir Henry James. 

3744. Can you give us the dates when you 
sold that ?—It was under a contract /of the 19th 
of November. Another sum of 178,600 7. stock 
was sold subsequently. é 

3745. At what price?—The average price 
is about 523. I should say producing 
92,2461.7s. 6d. 

3746. In the first case the 254,000 7. was cash 
produced ?—It was the real cash produced. 

3747. And the 92,000 7. odd is eash produced 
also?—Yes. The couponscashed for the Govern- 
ment amounted to 57,621. 6s. 4d. 

3748. These are your receipts >—Yes. 

3749. Were these coupons in your hands, 


holding them for the Government ?—Yes; of 


course I had to credit the Government; and in 
the same way I had to credit the Government for 
cashed drawn bonds with the sum of 10,946 7. ; 
this made a total of 2,003,698 7. 2 s. 11d. 

3750. Were those all your receipts?—Those 
were all my receipts. . 

3751. Now your debits?—We purchased for 
account of the Government 1,426,500 2. nominal 
stock, for which we paid 213,975 7, because we 
had to debit afterwards the instalments which 
were also payments. 

3752. How much did: you pay?—We paid 
213,9751. at the first instance, and then for 
instalments, which were debited, of course, 
908,863 /., making a total of 1,122,838 1. 18 s. 6 d. 


Then annuities paid to Messrs. Knowles & ~ 


Foster on bonds in hand for account of the 
Government, 86,195 /. 

3753. Was this interest that you paid ?—No, 
in virtue of our subsequent contract, which you 
will see was made with the Government, we had 
to hand over to Messrs. Knowles & Foster the 
annuities of 8 per cent. on such bonds as we had 
in our hands, and that amounted to 86,195 1. 

3754. What do you mean by the annuities; 
the dividends ?— Dividends and sinking fund. 

3755. Interest and drawing ?—Yes; which 
made 86,195 /. 

Sir Charles Mills. 


3756. Does that include commission ?— No. 
This makesaltogethera total of 1,209,033 1.18 s. 6d. 
I ought to say that 2,000 7. of this was a subse- 
quent commission paid to Messrs. Knowles & 
Foster. You will, therefore, see that our total 
receipts were 2,003,698 7. 2s. lld., and ar we 
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Sir Charles Mills—continued. 
have paid for account of the Government 
1,209,0331. 18s. 6d., leaving a balance of 
794,664 1. 4s. 5d. Now we have paid in cash 
to the Government 817,808 /. 6s. 11 d. 


Sir Henry James. 


3757. You can give us, I suppose, the details 
of those payments ?—Certainly. 

3758. We will, perhaps, have the details 
afterwards ; will you proceed ?—-In addition, we 
have to add to that sum part of our commission, 
which was 20,0001, forming a total of 837,808 é 
6s. 11d, which the Government have received 
in cash. This, of course, would show a balance 
in our favour of 43,0007., which is still due to 
us. The Government have received 817,808 J. 
6s. 11 d., to which you must add 118.6007. paid 
to the holders of bonds in circulation for interest 
and sinking tund. 

3759. Did your firm pay the 118,600 /., or did 
that pass through Messrs. Knowles & Fostez’s 
hands ?—It passed through Knowles & Foster's 
hands. 

3760. Is not that included in what you have 

aid, then ?—No, certainly not. 

3761. Is this 118,6007. all that has been paid 
for interest ?.--Yes. 

3762. That has to be added, you say, to the 
817,800 1.? — Yes, which makes a total of 
936,400 7. which the Government have received. 

3763. Have you paid anything else ? — No, 
not that I can see. 

3764. What do you say is the state of the 
account between you and the Government ?— 
The state of the account between us and the 
Government is, that at this present moment the 
‘Government owes us a sum of above 40,000 /. 

3765. It is more than that if you take credit 
for the 118,6007.?—We do not take credit for 
that. 

3766. Is that included in 817,800 /. paid ?— 


No. 

3767, Why do you not take credit for it if 
you haye paid it, or at least such portion of it as 
applies to bonds out of the hands of the public; 
I understand you to say that, upon the bonds 
that'were out, there has been a sum of interest 
paid amounting to 118,600 /. ?—That is quite 
right. . 

3768. Did you find that money ?—The money 
was found out of bonds either subscribed for or 
sold by me; and ‘I can check this account im- 
mediately by giving you the statement of the 
bonds now in circulation, and the bonds still in 
the hands of the Government. 

3769. Was this 118,6002 the product of 
ponds that you sold beyond what you have men- 
tioned ?--No, certainly not; it is all comprised 
in the same account. Yet I must show you 
where the total of the money realised has 
gone. 

3770. Why do you not charge the Govern- 
ment with the 118,600/., because I think the 
Committee understand you have remitted in cash 
118,600 0.?—Yes. 7 

3771. Then you have paid 118,6007. for in- 
terest ?—-Those annuities were paid in fact: by 
Knowles & Foster, yet they are in the general 
account. . 

3772. They were not paid by youout of moneys’ 

ou have received from Messrs. Knowles & 
Poster No, certainly not. 
3773, It was found ‘out of money in Messrs. 
0.64. 


Sir Henry James—continued. 
Knowles & Foster’s hands, and not paid by you? 
—Just so. 

3774. Give us, please, the final result, what 
you say is now your claim on the Government ? 
-——About 40,000 7. 

3775. Now, if you please, we must go back. 
You have stated that you paid 213,000 /. in the 
first instance ?—Yes. 

3776. Was that money spent in purchasing 
bonds that had been allotted, or were they pur- 
chases before allotment ?—They were all pur- 
chases before allotment. 

3777. To what extent did you purchase 
the nominal bonds before allotment? — About 
1,600,000. 

3778. Have you the dates of those purchases ; 
first, can you give us the exact day when the 
prospectus came out ?—It must have been on the 
3rd of May; in the evening, I should say. 

3779. That is May 1872. What was the date 
of the allotment ?—The 9th of May, if I am not 
mistaken. 

3780. Then did all these purchases, to the ex- 
tent of 1,600,000 /., take place between the 3rd 
and the 9th?—All; every one of them. 

3781. You agree with the amount stated by 
the last witness as applied’ for?—Quite. We 
bought, during those days, about 1,600,000 /., 
and re-sold about 200,0002 odd, at the same 
moment. 

3782. I will take first one side of the account. 
Do you agree that the applications from the public 
amounted to 2,098,000/., and the amount allotted 
to the public was 2,071,000/.; I am reading from 
Mr. Foster’s statement ?—I suppose it is correct. 

3783. Were those bund fide applications, or 
were they applications on the part of nominees? 
I ean hardly say that which I do not know 
myself; but any application I always consider 
a bond fide application, because the man has to 
pay the amount whether he has ‘sold that appl- 
cation before he has made it, or whatever he has 
done with it. Whether he meant it sincerely, is 
a question which I cannot answer for, because I 
am not aware of it. 

3784, Were there any nominees on the part 
of you as contractors ?—No, certainly not. 

3785. Or on the part of the syndicate ?—No; 
at least not to my knowledge. 

3786. As far as you know, it was a bond fide 
public application ?— Bond fide in this sense, that 
the applications were made by the public. 

3787. There was no communication between 
you and the applicants ?—None whatever. 

3788. When you say “bond fide,” what do you 
intend by that term ?—The financial term “ bond 


fide” is not, perhaps, the same term which would - 


apply in jurisdiction. 

3789, L think what you want. to convey is, 
that you do not know whether these people were 
what are termed stags or not, or weak holders ? 


Yes! 


Mr. Kirkman Hodgson. 
3790: They probably applied to get stock to 
meet the purchases which you or your friends 
had made before allotment ?— Very possibly. 


Sir Henry James. 


3791. You spent 213,000 1., I understand, for 
stock purchased before allotment ?—Yes, because 
we had to buy the stock with 15 per cent. paid 
up; it was scrip. 


Xe 3792. How 
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3792. How much was made on application ?— 
Five per cent. on application, 10 per cent. on 
allotment, which would make 15 per cent. 

3793. When delivered ?—When delivered. 

3794. The scrip upon delivery had had the 
other 10 per cent. paid ?—Yes. 

3795. What kind of prices were you buying 
at?—I suppose the average was 1} to 1Sths per 
cent. One and ahalf per cent., I should say, was 
the average. 

3796. Will you tell the Committee what was 
the purpose of these purchases ?—To explain the 
purpose of these purchases I should be obliged 
to go a little further into the whole story of the 
negotiation, if you will allow me to do so. 
When Mr. Alvarado first came to us with 
the loan of 2,400,0007., we thought that this 
amount was too large to-be taken up by the 
public in the beginning. At the same time Mr. 
Alvarado said that his instructions were to make 
a loan for 2,400,000 /., and not less. The second 
objection which we had was this, that Mr. 
Alvarado insisted upon what we thought then a 
high issuing price. On the first objection Mr. 
Alvarado said that it was quite immaterial to 
him whether the whole loan was placed in the 
first instance; that in fact, perhaps, to some ex- 
tent, it was more advantageous to the Government 
that it should not be so, because the money for 
the whole loan was not immediately wanted, and 
as the money would cost them something like 11 
or 12 per cent., of course they would have a 
great loss of interest on such part of the money 
as would remain unemployed for atime. All he 
insisted, therefore, was that the loan should be 
placed in such a form as to give him marketable 
stock, that is, to give him stock which, when once 
issued he would be able to dispose of as the wants 
of the Government might require it, or be able 
to borrow money on such stock. This was Mr. 
Alvarado’s wish and desire, and we met him by 
the stipulation that we might buy for the account 
of the Government such portion of- the loan as 
the public in the first instance would not like to 
take up. He answered that in giving me such 
a discretionary power, his interests and my in- 
terests might slash, and that I might induce the 
Government, or force the Government, to have 
expenses which they did not want to incur ; upon 
which it was agreed that all expenses made on 
such purchases should be borne by me, and come 
out of the lump commission which was stipulated 
for the loan, and this was to a great extent the 
cause of the perhaps larger commission which 
we took than we would have taken under other 
circumstances. 

3797. Now, are you referring the Committee 
to the contract of 2nd May for this. arrange- 
ment; was this mentioned in the private con- 
tract of the 2nd May ?—Not at all; the private 
contract is on altogether different matters, on 
which I am quite willing to give explanations 
when asked. 

3798. What was this contract which you re- 
fer to; was it put into writing?—That contract 
is the one which you hold in your hand. 

5799. The first contract ?— Yes. 

3800. Then all this you refer us for to the first 
contract, to find it within its four corners. For 
the statement which you have just made to us 
now as to the arrangement between you and 
Alvarado, we shall find it in the first contract of 
the 2nd May, as I understand you?—Yes. 
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Sir. Henry James—continued. 
3801. Now, at the same time that you were 


buying back were you also selling out ?—It can. 


hardly be said at the same time. I bought 
during the first four days, if I am not mistaken, 
and I sold the last day; on the very day of the 
allotment, I think I sold some part of the stock. 

3802. To what extent did you sell before allot- 
ment ?—About 200,000 7. | 

3803. So that still left you with a very large 
balance in hand ?—With the balance which you 
have indicated, 1,400,000 7. odd. 

3804. Now you had to pay mstalments on 
this ?—I had to pay instalments on this, which 
were debited to the Government in due time. 

3805. You have given me _ the amount, 
908,000 7. odd ?—Yes. 

3806. Did you purchase after allotment at all? 
— None. 

3807. You have spoken of a contract of 
November, under which you sold, I think ?— 
Yes. 

3808. I think by your original contract you 
were to have a limit of time of 30 days during 
which you might purchase ?—Quite so. 

3809. Did you purchase any within those 30 
days, between the allotment day and the expira- 
tion of the 30 days ?—The sum, 1,426,000 7. was 
bought before allotment, and nothing was bought 
after. 

3810. You say that you did sell by virtue of the 
November contract ’—Yes. 

3811. Will you let me have it, please ?—(Z¢ 
was handed to Sir Henry James.) 

3812. It is a contract‘ Between Mr. Crisanto 
Medina, named Special Commissioner, to sign the 
present contract by his Excellency General Don 
ThomasG uardia, President of the Republic of Costa 
Rica, according to the power annexed, and accord- 
ing to the annexed letter to his Excellency from his 
own Government on the one part, and Messrs. 
Emile Erlanger & Co., bankers in London, on 
the other part. It has been agreed as follows: 
Whereas the Government of Costa Rica, accord- 
ing to the annexed current account which has 
been examined, found correct, and is hereby ap- 
proved by the Government of Costa Rica, owed 
and owes, on the 30th September 1872, a sum of 
239,679 1. 17 s. 1d. (two hundred and thirty-nine 
thousand six hundred and seyenty-nine pounds 
seventeen shillings and one penny) to Messrs. 
Emile Erlanger & Co.; and whereas Senor 
Alvarado has accepted bills for the Government 
to the amount of about 82,000/.; and whereas 
bills to the amount of 30,0004. are drawn on 
Messrs. Emile Erlanger & Co. to the order of 
Messrs. Meiggs-Keith, and sums of about 12,5007. 
due to Léon Fernandez, and 9,000 7, due to Léon 
Fernandez; and whereas Messrs. Knowles & 
Foster have a right to retain 8 per cent, for in- 
terest and sinking fund on the whole loan,. 
amounting to about 192,000/,; all these sums 
form a total deficit of about 565,000 4, for which 
the Government of Costa Rica has to provide. On, 
the other hand, Messrs, Knowles & Foster have 
paid and have to pay to Messrs. Emile Erlanger 
& Co., out of the instalments of the loan subse- 
quent to the delivery of the above-mentioned 
account, about 205,000 /., leaving the actual deficit; 
at about 360,000 2. In order to'cover this:deficit 
the following contract has been made between 
the parties above referred to. (1.) Messrs. Emile. 
Erlanger & Co. will request Messrs. Knowles. & 
Foster to pay over to them such part of the in- 
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Sir Henry James—continued.. 


terest and sinking fund which they are entitled 
to keep in hand as is not yet required for bonds 
which are unplaced, and in Messrs. Emile Er- 


langer & Co’s. hands. Messrs. E. Erlanger & Co... 


are authorised by the Costa Rica Government to 
engage themselves that they will pay over to 
Messrs. Knowles & Foster for account of the 
Government of Costa Rica the 8 per cent. for 
interest and sinking fund on those bonds as they 
are from time to time placed, and therefore go 
out of Messrs. Emile Erlanger & Co’s. hands. 
The Costa Rica Government engages to pay to 
Messrs. Knowles & Foster for this facility one- 
half per cent. commission on the nominal amount 
of all bonds placed under this contract and before 
1st May 1873; and authorises Messrs. Emile Er- 
langer & Co. to pay this commission to the debit 
of the Government of Costa Rica. (2.) The 
Costa Rica Government sells to Messrs. Emile 
Erlanger & Co., and Messrs. Emile Erlanger & 
Co.buy from the Costa RicaGovernment, 200,000 /. 
Seven per Cent. Costa Rica Stock, with all the 
coupons, including the coupons due on the Ist 
October last, at 15 per cent. (fifteen per cent.) 


under the issue price of 82 per cent., viz., 67. 


(sixty-seven per cent). ‘The Costa Rica Govern- 


“ment gives Messrs. Emile Erlanger & Co. the 


& 


option of taking the whoie or any part of a like 


sum of 200,0007. Seven per Cent. Costa Rica 
Stock, with all the coupons, including the 


one due on the 1st October last, at 10 per cent. 
(ten per cent.) under the issue price, viz., 


72 per cent.; this option to be in force up to the 


30th of March next, and a further option of 
200,006 1. at 5 per cent. under issue price, viz., 
77 per cents, with all the coupons as above. 
This second option to be in force up to the 15th 
April next, and a further option of the whole 


remainder of the loan with all coupons as above 


at the issue price of 82 per cent. ; this third option 
to be in force up to the lst May next, with 


_ power to exercise all or any of the options par- 
tially by such instalments as Messrs. Emile 


Erlanger & Co. may think fit from time to time 


and at any time before the respective periods 


named for the expiration of the options. (3.) The 


- Government of Costa Rica engages to sell a further 


sum of 200,000. Seven per Cent. Costa Rica Stock, 


| with all the coupons, including the coupon due 
/-on the Ist October last, at 15 per cent. under 
the issue price of 82 per cent., viz., 67 per cent. 


The Costa Rica Government gives Messrs. 


_ Emile Erlanger & Co. the option of taking the 


whole or any part of a like sum of 200,000 /. 
Seven per Cent. Costa Rica Stock, with all the 


- coupons, including the one due on the 1st October 
 Jast, at 10 per cent. under the issue price, viz., 
at 72 per cent.; this option to be in force up to 
the 30th March next, and a further option of 


200,000 2. at 5 per cent. under issue price, at 


77 per cent., with all the coupons as above. 
| This second option to be in force up to the 15th 


April next, and a further option of the whole 
remainder of the loan, with the coupons as above, 
at the issue price of 82 per cent.; ihis third 
option to be in force up to the 1st May next, 
with power to exercise all or any of the options 
partially by such instalments as Messrs. Emile 
Erlanger & Co. may think fit from time to time 
at any time before the respective periods named 
for the expiration of the options. But Messrs. 
Emile Erlanger & Co. shall have the right to 
declare at any time before the 15th January 
0.64. 
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next, whether they will accept this second sale, 
or any part thereof, with the proportionate 
options; such notice to be given by letter ad- 
dressed td the Minister of Finance of Costa Rica, 
and to any authorised agent of the Government 
of Costa Rica in London or Paris; this letter to 
be a valid acceptance or refusal. In case Messrs. 
Emile Erlanger & Co. should not give any 
notice, the sale, under Section 3, to be considered 
as abandoned. (4.) Messrs. Emile Erlanger & 
Co. engage to pay for account of the Government 
of Costa Rica, and to their debit on maturity, the 
82,000 7. bills accepted by M. Alvarado, the 
30,000 /. bills drawn on them to the order of 
Messrs. Meiggs Keith, the 12,5007. and the 
9,000 7. to be paid to Léon Fernandez, or to an 
official representative of the Costa Rica Govern- 
ment, making a total of 133,5002. (5.) Article 
13 of the Treaty of 2nd May 1872 is abrogated 
by these presents. Any amount due to Messrs. 
Emile Erlanger & Co. by the Government of 
Costa Rica, and not covered by means derived 
from payments received on sales made will be 
considered as advances made to the Government 
by Messrs. Emile Erlanger & Co., on the secu- 
rity of all the scrips or bonds they hold from the 
Government. The Government of Costa Rica 
engages to pay these amounts to Messrs. Emile 
Erlanger & Co.,at the latest, on the Ist May 1873, 
and Messrs. Emile Erlanger & Co. shall have the 
right to sell so much of the scrips or bonds de- 
posited at the price they may obtain if the 
Government of Costa Rica does not repay the 
advances as stipulated, with interest at the rate 
of 1 per cent. above the rate of the Bank of 
England. After the Ist May, and after Messrs. 
Emile Erlanger & Co. have been paid back for 
their advances with interest, and the money for 
interest and sinking fund on all the bonds issued 
has been deposited with Messrs. Knowles & 
Foster according to their contract, the Govern- 
ment of Costa Rica recovers the full use of the 
Seven per Cent. Costa Rica Bonds deposited with 
Messrs. Emile Erlanger & Co., and which then 
shall not have disposed of according to the pre- 
sent contract. Messrs. Emile Erlanger & Co. 
engage to deliver these bonds against a full dis- 
charge from the Costa Rica Government or its 
representative, to such agent or agents as the 
Government may appoint.” Looking at that 
hastily, you were entitled to sell bonds at certain 
prices out of the bonds which you held which had 
been bought back for account of the Govern- 
ment ?—Yes. ; ; 

3813. Did you do so?—Z£. 400,000 were sold 
under that contract at 67, less the coupon overdue, 
which made 634 per cent. 

3814. Under what right was it that you were 
selling at as low as 52 per cent.?—When the 
Government had absorbed the proceeds of those 
sales fresh money was wanted, and the remainder 
of the bonds then unsold were deposited with us 
for fresh advance of 150,000 J. cash. 

3815. How many bonds remain now in your 
hands in account for the Government, or in 
your own account ?—In circulatiun there are 
1,460,100 2.; 903,900 7. are unissued or unsold. 

3816. Who has got those ?—Partly my house, 
partly Knowles & Foster, and partly other 
people interested. 

3817. Who do you mean by ‘other people 
interested ”?—Those interested in the last advance 
of 150,000 7. to the Costa Rica Government ; 
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some friends of mine interested’ with me in that 
advance. 

3818. They were joined with you in making 
that advance ?—Yes. 

3819. Hither they, or you in their behalf, hold 
this portion ?—For account of the Government, 
subject to the amount due to us. 

3820. Give me, please, the amount the public 
has ?—#. 1,460,100 ; £. 903,900 are in our hands, 
so to speak, because I am answering for my part- 
ners in this business to the Government; and 
36,000 7. has been sunk. 

3821. How did you get the right to sell at 
such a low price as 524 ?—There is another con- 
tract which has been made ( producing 7t.) 

3822. Will you hand that in ?—( The Witness 
did so.) 

Mr. Watkin Williams. 


3823. This is’ “Between Senor Don Luis 
Diego Saenz, Minister Plenipotentiary, acting 
under the power annexed from the President of 
the Republic of Costa Rica, dated 11th day of 
February 1873, and in accordance with the an- 
nexed letter from his Excellency the Minister of 
Finance to Messrs. Emile Erlanger & Co., dated 
San José, 22nd February 1873, of the one part, 
and Messrs. Emile Erlanger & Co., bankers in 
London, of the other part. It has been agreed to 
as follows: Whereas the Government of Costa 
Rica, by the convention of the 18th of November 
1872, undertook and agreed to pay to Messrs. 
Emile Erlanger & Co., not later than the Ist of 
May 1873, any amount that might then be due to 
Messrs. Emile Erlanger & Co. from the said Go- 
vernment: And whereas the Government of Costa 
Rica being in want of further sums to meet the 
drafts drawn by the Minister of Finance at San 
José, Costa Rica, has applied to the said Messrs. 
Emile Erlanger & Co. to make to them the ad- 
vance hereinafter mentioned, which the said 
Messrs. Emile Erlanger & Co. have agreed to do, 
upon the following terms and conditions:— Article 
1. Messrs. Emile Erlanger & Co. will, on the 30th 
April 1873, advance to the Government of Costa 
Rica 150,900 2. (one hundred and fifty thousand 
pounds) sterling, for a period of three months, 
that is to say, repayable on the 30th July 1873, 
for which advance the Government will pay to 
the said Messrs. Emile Erlanger & Co. interest 
at 61. (six pounds) per cent. perannum, and also 
a commission on the amount of the advance of 


21 (two and a half) per cent. Article 2. This 


‘advance is made to the Government by Messrs. 


Emile Erlanger & Co. on the security of all the 


bonds of the Seven per Cent. Costa Rica Loan _ 


of 1872, which now remain at the disposal of the 
Government, and which are hereby specially hy- 
pothecated for the repayment thereof, that is to 
say, 917,300/. (nine hundred and seventeen 
thousand three hundred pounds), and 173,500 /. 
(one hundred and seventy three thousand five 
hundred pounds). Article 3. The Government 
of Costa Rica engages to pay the above 
amount of 150,0002. (one hundred and fifty 
thousand pounds) to Messrs. Emile Erlanger 
& Co.. together with interest thereon at the rate 
of 6 7. (six pounds) per cent. per annum, on or 
before the 30th July 1873. — Article 4. If the 
Government fail to make such repayment and 
interest on or before that day, Messrs. Emile 
Erlanger & Co. shall have the absolute right, 
without any further notice or authority, on or at 
any time after the said 30th July, to sell so many 
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Mr. Watkin Williams —continued. 


of the said bonds at the market price of the day _ 
of sale as will be sufficient to repay the amount — 
which may then be due to the said Messrs. Emile 
Erlanger & Co., in respect of the said advance and 


interest or otherwise, together with 1 (one) per _ 
cent. commission on the nominal amount of bonds 


sold, which the said Messrs. Emile Erlanger & Co. 
shall be entitled to retain in addition to the. 
amount then due. Article 5. If atany time before 
the 30th July 1873, the Government desire to: 
dispose of the whole or any part of the said bonds, 
it shall be entitled to redeem the same by paying 
to the said Messrs. Emile Erlanger & Co. the 
market price of the day of the bonds so redeemed, 
which amount shall be applied in discharge, or on 
account of the amount then due to Messrs. Emile 
Erlanger & Co. Article 6. Upon full payment 
of the amount due to Messrs. Emile Erlanger & 
Co., with commission as aforesaid, the Govern- 
ment shall have the right to dispose of the re- 
maining bonds at such time as it shall think fit. 
Article 7. This present contract shall not annul 
the contracts between the said Government and 
Messrs. Emile Erlanger & Co, dated 2nd May 
1872, and 18th November 1872, the conditions 
and clauses of which, except so far as the same 
are varied by this agreement, shall remain in 
force, but this contract shall be taken and read as 
supplemental thereto ” ?—Yes. 


Sir Henry James. 


3824. Did you sell bonds under this agree- 
ment ?—Yes. : 

3825. To what extent ?—£. 178,600 were sold 
under that agreement. 

3826. Was that what they realised, net ?—No, 
the nominal amount of 178,6007., which pro- 
duced 92,246 0. 

3827. Now, had you any other agreement with 
the Government ?—None, except those which you 
have seen. 


Sir Henry Holland. 


3828. Did you sell any bonds under the Novem- 
ber contract ?— £. 400,000 nominal, producing 
254,000 J. 


Sir Henry James. 


3829. Have you any other contracts but what 
you have mentioned ?— None. 

3830. You were to be allowed 96,0007. as 
cover for your loss?— Yes. 

3831. Have you had that ?—No, 

3832. Why not ?—Because it was money to be 
put at the disposal of the Government for secret 
service fund. 

3833. It does not so appear in the contract of 
the 2nd of May ?—It does not appear on the 
contract ; it was made an express stipulation by 
the Minister that it should not appear on the 
contract, but it was also made an express stipula~ 
tion that this money should be put at the disposal 
of the Government, and it was so put at the dis- 
posal of the Government. aa 

3834. The words of the contract are, 4 per 
cent. is allowed to Messrs. Emile Erlanger & Co. 
for all adverse operations which will be under- 
taken on the market against the present loan. 
They shall therefore be at liberty to, deduct this. 
4 per cent., namely, 96,0007, in addition to the 
other deductions mentioned in the contract of 
this day. Suppose by the operation in the 
market you had lost, were you not to be covered 
by that 96,0007.?—No, not a shilling of that 

96,000 2. 


want it to be known. 


Government did 


_ bours. 
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96,000 1. was to come to me, nor have they come 


tome. ~ 
3835. Who was to bear the loss in the market? 


—The 7 per cent. commission was to cover that, 


and if -you will allow me I may as well tell you 


at once how the 7 per cent. commission wasi’ 


applied, 


3836 This contract then is not quite correct? 
—No, the face of it does not set out the real fact. 
3937, Inasmuch as it was to be a private con- 


“tract, why does it not set out the real fact ?— 
‘Because the Government wished the real facts 


not to be known, for reasons which I am quite 


willing to state if you insist upon 1t, indeed which 
Iam’ anxious to state, but at the same time I 
must say that my statement may expose the 
Costa Rica Government to some diplomatic in- 
eonyeniences with its neighbours. If you insist 
upon it I shall certainly answer the question, and 
T hope you will insist. 

' 3838, What' was the reason?—The reason was 
shat the Government wanted to purchase arms 
with that money, and the Government did not 
They wanted to buy a 


war vessel and arms, and part of that money has 


to the best of my knowledge and belief been laid 


out in the purchase of arms, and of course the 
not want it to be known that 
they did purchase those arms, because. there 
might have been difficulties with neighbouring 
Republics. 

3839. Now you tell us that you did have your 


7 per cent., subject to Knowles and Foster’s 


deduction ?— Certainly. 


Sir Henry Holland. 


3840. What was the use of that private con- 
tract at all?—lI believe (that is what I understood 
what Mr. Alvarado told me; of course I must 


leave him the responsibility of his statement) 


shat if this sum was ostensibly charged for the 
purchase of arms in my accounts, of course those 
accounts being published later, everyone would 


know that the country had bought arms, and it 


might lead to complications with their neigh- 


Sir Henry James. 

3841. Sir Henry Holland’s question to you is 
this: we can understand why you should hold 
back the fact of the purchase of arms, but being 
a private contract what was the use of this incor- 
rect statement?—It was not at all my desire that 
it was made; it was the wish of the Government 


' that it should be so. 


_ rangement to be made, 
~ accordance, and that the money was paid to the 


3842, Can you give us any explanation why 
this incorrect statement should have been made ? 
—No further explanation than this ; that it was 
made at the desire of the Minister who had a 
special clause that he might make secret or 
private arrangements, that he wished that ar- 
and that it was made in 


Government and disposed of by the Government. 


| Sir Henry Holland. 
3843. As I understand, that contract simply 


says, if you lose by an adverse market, 96,000 /. 
_ shall be secured to you ?—Yes. 


3844 1 do not see the object of making that 


- contract; the Costa Rica Government could have 


| 0.64: 


applied the 96,0007. without any contract of that 
kind at all; what was the object of nominally 


- securing to you a sum of 96,000 1. ?—The object 


was to keep the arrangement secret. 


165 


Sir Henry James. 


3845. If you had paid over 900,000 2., instead ° 
of what you say you did, the Government could 
have applied that money then without any such 
contract as this?—They might certainly have 
done so; for Mr. Alvarado having wanted this 
arrangement the reasons were those what I have 
given to you. 


Sir Henry Holland. 


3846. 1f they had 96,000 /. in their hands they 
might have applied that as they pleased ?—The 
fact is they have applied that as they pleased. 


Sir Henry James. 


3847, Do I understand you that the Govern- 
ment did not wish it known in Costa Rica, 
because they do not wish to give an account of 
the monies they received ?—Exactly ; I thought 
JT had stated that. 

3848. This really was done to hide the real 
purpose of the destination of the 96,000 1.?—To 
hide it from every body except the Government. 

3849, Now as to your 7 percent which you 
did receive, your 7 per cent. was gross, I think? 
—Yes, the 7 per cent. was gross. 

3950, You have received that, I believe, 
subject to your claim on the Government ?—The 
claim on the Government has nothing to do with 
the commission, if you will allow me to say so; 
the'claim on the Government arises out of monies 
paid to them more than the monies they were en- 
titled to. 

3851. Have you got any account of the com- 
mission received by you?—Yes; would you like 
to see exactly what has been done with the 
168,000 /. 

3852. If you please ?—This 168,000 /. of com- 
mission was divided as follows: 24,0007. were paid 
to Messrs. Knowles and Foster; 40,000 1. were 
paid to the syndicate ; 24,0007. were paid to 
Mr. de Franco, the intermediary for the loan, on 
the wish and with the assent of Mr. Alvarado. 

3853. Was Mr. de Franco a native of Costa 


Rica?—No; a Minister of Nicaragua ; he was a 


friend of the Costa Rica Government, and in fact 
their agent. 

3854. It is 1 per cent., is it not?—Yes; stamps, 
printing of the bonds, advertising, legal expenses, 
and brokerages, &c., amounted to 17,500 1. ; the 
loss on purchase of the bonds over and above 
the issue price was 27,000 /. 

3855. That is the premium ?—That is the pre- 
mium; my own commission was 24,000 i. there 
remained then a residue of 11,5001, which was 
the profit divided amongst such of my friends 
as had participated with me in the risks and ad- 
vantages of the contract. it 

3856. I want an explanation from you on this; 
you say the loss was 27,000 /. ; that was the pre- 
mium you had to pay in excess of the issue price? 
—Premium and brokerage, &c. 

3857. Supposing the Costa Rica Loan had 
gone up in the market, and had reached any sum 
above the premium at which yon purchased, who 
would have had that profit ?—-Half would have 
gone to the Government and half to ourselves. 

3858. Under which contract ?—Under what I 
should call my principal contract; I may as well 
call your attention to this, that my own com- 
mission was 24,000 . : 

3859. If you had not made the loss of 27,000 2. 
you would have had so much more?-—Yes; when 
Tsay “1,” I am never alone in this transaction ; 
I have always been associated with others. 

3860. Are those others besides the syndicate 

x 3 or 


Baron 
Evianger. 


22 Apiil 
1875. 


166 


Sir Henry James—continued. 


or other persons ?— Other persons; different 
persons. 

3861. There is one question I want to ask you, if 
you please, about this. In a statement that has been 
put in, furnished by Messrs. Foster’s house, pur- 
porting to be a message of President Guardia to 
the Congress, it is stated that “ On this occasions 
Mr. Alvarado, in the name of the contracting 
house, Messrs. Emile Erlanger & Co., placed at 
my disposal the sum of sixty odd thousand pounds, 
in order that I might divide them among my 
friends and the other members of the Cabinet; I 
accepted with the view of making face to the 
sacrifices and difficulties to which the negotiation 
had given rise, and I demanded that it should be 
placed to the account of the Costa Rica Govern- 
ment; ” what explanation have you got to give of 
that?—I give to that statement the strongest 
denial I can possibly give. I had nothing to do 
with that statement, and I have never heard of it 
before. 

3862. I may point out te you that President 
Guardia, vouches Alvarado; he says, ‘in the 
name of the contracting housé,”’ your house, that 
60,000 /. were paid. Do you say that that is en- 
tirely untrue ?—Entirely untrue. 

3863. Was that called to your attention at any 
time by a letter of Mr. Foster’s ?—It was not 


called to my attention at any time by a letter of 


Mr. Foster’s, but by a letter written to me by 
Mr. Cohen; and as the letter did not come to 
me direct from Messrs. Knowles and Foster, 
I did not give any answer. 

3864. It is said by Mr. Foster that he wrote 
through Messrs. Cohen’s house; but you did not 
send an answer to Messrs. Foster ?—I did not. 

3865. Why not ?—Because I thought the letter 
was discourteous ; and that if Messrs. Knowles 
and Foster had any question to ask of me they 
might have written to me direct. 

3866. Have you got the letter ?— Messrs. 
Cohen sent us a copy of Messrs.. Knowles an 
Foster’s letter. rs 

3867. Just see if this is a copy of it (handing 
a paper to the Witness); I think it was addressed 
to you jointly ?—Yes. ; 

3868. Then this is the letter: ‘“ London, 6th 
November 1873. Messrs. Louis Cohen & Sons, 
Messrs. Emile Erlanger & Co., London. Dear 
Sirs,—At the interviews we had with you in 
consequence of an inquiry from Messrs. Louis 
Cohen & Sons, whether we would issue a loan 
on commission in this market for the Costa 


- Rica Government, one of the stipulations made 


by us was, that the conditions, as a whole, 
should not be too onerous to that Government. 


Your explanation, which we and our brokers 


considered satisfactory, was, that inclusive of the 
commission of one per-cent. which the Govern- 
ment was to pay us, and of all expenses of ad- 
yertising, brokerage, commission, legal advice, 
&e., the total cost of the Republic of Costa 
Rica would be 7 per cent. and no more. Under 
the circumstances of the case, and after hearing 
the other explanaticns then given, this amount 
did not appear to us and our brokers to be ex- 
cessive. It was also at the same time stated 
that you were to have the management of the 
loan on the Stock Exchange, &c., Messrs. Louis 
Cohen & Sons leaving the active and ostensible 
working to Messrs. Erlanger & Co. Upon these 
understandings we entered into-and carried out 
the agreement. 
knowledge that some 70,0001. was some time 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


It has recently come to our 
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Sir Henry James—continued. 


back placed by you at the private and person: 
disposition of the President of Costa Rica, i 
addition to the other amounts which we had 
previously been informed had been paid in con=_ 
nection with this business. It seems to us to 
result from these payments that some terms must 
have been at some time or other obtained by you 
from the Costa Rica Government more burden- — 
some than those which you engaged with us — 
should be the maximum. We think it right in | 
justice both to ourselves and to you to ask for an 
explanation upon the foregoing matters, as it was — 
entirely in view of the frank explanations given — 
by a member of that one of your firms which we 
had known for many years that we issued the — 
loan.” Do you see any connection at all between — 
the 60,000 /. and the 96,000 7. ?—Of course there — 
must be a connection. I really do not know 
anything about that. If you ask me whether I~ 
can trace any connection in my mind, then I can ~ 
tell you, yes; but I have no knowledge of it. 
3869. Who did you give the 96,0007. to ?— 


_£. 24,000 were paid here. 


3870. To whom ?—To. Mr. Alvarado, and 
72,0007. were sent in our own acceptances to 
the Government, and disposed of by the Govern- 
ment. Out of those 72,0002 °we know that 
42,0007. were discounted to Messrs. Bischoff 
sheim for the coupons of the loan of 1871, and 
therefore they cannot have been taken by General © 
Guardia. ‘ 

3871. Who was head of the Government 
when you sent the acceptances for 72,000 7. ?— 
General Guardia; and he is still. 

3872. How does that statement, that it went 
to the loan of 1871, agree with the statement of 
its going to buy munitions of war ?—Some part 
of the money was invested in arms, according to 
the statement of Mr. Alvarado. Of course I 
have got no other information on the disposal 
of that money than that which I have from — 
Alvarado. 

3873. Is the Committee to understand that 
you totally deny the payment of 60,000 /. to any 
one ?—Totally. . 

3874. Have you any suggestion to make ~ 
to the Committee why such a statement — 


ge 


should be made ?—None whatever, except that 


perhaps President Guardia had some political — 
fear of telling the truth, J am not in any way | 
responsible for General Guardia’s acts. All I | 
can tell you is that I believe I have paid the 
money, and I believe it has been properly 
employed. 

3875. Did you buy back any of the loan of 
1871 at any time for the Government ?—Yes, I 
did. ; 

3876. How does that come into the accounts ? 
—It comes into the account as a loss between — 
the price of purchase and the price of re-sale. 

3877. In the accounts you have rendered us ? 
—In the accounts I have rendered you. . In the 
account of payments to the Government; the ~ 
loss is included. ye ae 

3878. Then that 800,0004 you call cash to — 
the Government, was buying back the loan of — 
1871 ?—No, a very small sum. : 

3879. How much of that was spent in buying © 
back the loan of 1871?—The loss to the Govern- — 
ment on the purchase of the 1871 loan was from — 
13,000.2 to 14,000 2. 

3880. Give the Committee the gross amount — 
of the loan of 1871 purchased ?—I have not got — 
it here. ‘ é 

. _ 8381. About ® 
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3881. About how much was it?— Well, it 
must be between 70,000 J. and 100,000 2. 

3882. Nominal ?—Nominal. 

3883. What was the loss on that? —About 
14,0004. or 15,0002 

3884, When was that purchased?—During 
the very first days when the 1872 loan came out. 

3885. Was that to strengthen the price of the 
1871 loan ?—Yes. 

3886. So as to make the market of the 1872 
loan better ?—Yes. 

3887. Had you any contract to do that ?—Cer- 
tainly ; if you refer to the contract, you will find 
a paragraph in it. 

3988 Was the 1871 loan a 6 per cent. loan? 
—Yes. 

3889, It was arranged by the Government 
that you should purchase the 1871 loan, so as to 
strengthen the issue of the 1872 loan ?—Yes. 

3890. And it had that effect, 1 suppose ?—It 
had that effect, to some extent. 

3891. Do the Costa Rica Government, as a 
fact, acknowledge the contracts of November 
1872 and April 1873, or do they dispute their 
agents’ authority ?—To my mind they have ac- 
knowledged them, and they dispute them now. 

3892. As a fact, now they are disputing the 
authority ?—They are disputing the authority 
now. 

‘3893. Has any money whatever come from 
Costa Rica ?—Not that 1 know of. 

3894. Did you take any steps to obtain pay- 
ment of the hypothecated revenue ?—I could 
take no steps to that effect; I had no power. 

3895, Neither in communication with Messrs. 
Foster, nor by yourself ?—No. 


Mr. Kirkman Hodgson. 


3896, Was it not a very large extent of loan to 
buy back, to buy back two-thirds of the loan be- 
tween the day of the issuing of the prospectus 
and the allotment; was it not much larger than 
anything you had ever heard of before ?—It was 
a large amount, but not larger than anything I 
had ever heard of before, because in my own 
experience I had had the same excess already. 
Of course I am speaking to men of great experi- 
ence in those matters; but, according to my own 
experience, when you do buy, it is not a question 
of how much you will buy or will not buy; you 
must buy as long as there are offers, because it 
is the last straw that breaks the camel’s back ; 
if you do not buy the last 10,000 /. offered to you 
the loan goes to a discount, and the immediate 
effect is that everybody withdraws his applica- 
tion. 

3897. If it had not been for your purchases 
that loan would never have been issued, | pre- 
sume ?—Yes, certainly it would. 

3898. You bought 1,600,000 7.; and it is evi- 
dent, from the fact of your having to take those, 
that the persons who applied, applied only in 
consequence of your purchase ; they applied for 
the loan in order to fulfil their sales to you. Do 
not you think that that induced the public to sell 
stock which they otherwise would not have sold? 
—Practically, you know, buying always has the 
effect of inducing application; but whether those 
applications are made before you buy, or whether 
those applications are made when people have 
already sold, that is impossible to trace. 

’ 3899. The public are induced to apply for the 
loan in consequence of the purchases made by 
the loan contractor, are they not?—If you will 

0.64. 
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allow me to correct you, I was not the loan con- 
tractor. L had undertaken two duties, ves a vis 
the Government, if I may express myself so. 
The one was to insure the placing of 800,000 és 
of bonds, and the next duty was to make the 
stock marketable, that is to say, that the stock 
which shculd remain should be able to be placed 
hereafter by the Government. ‘Those duties af 
had to perform, and I could only perform them 
in this way; that all that was offered on the 
market I did buy. If Lbad not done so I cannot 
exactly tell what would have happened, because 
that is conjectural; but the course of experience 
in loans is that nobody will apply if the loans are 
at a discount. 

3900. But if you had not done so would not 
the loan have failed, and therefore would not the 
English public have been very much the gainers 
at the present moment ?—I do not think the loan 
would have failed, because the Government was 
secure, and the syndicate had guaranteed the 
taking of 800,000 J. 

3901, I will ask you what is the effect, I will 
not say of these fictitious purchases of yours, 
but you tell the public the whole of this loan is 
unconditionally applied for; do you think the 
public would have applied or dealt in it if they 
had known that the loan had gone back again to 
the extent of two-thirds into the hands of the 
persons issuing it?—First, I do not think that it 
went back into the hands of the persons issuing 
it, unless you speak of the Government itself, 

3902. I speak of the Government?—l think 
it would not have the same effect, and I will tell 
you why. It is very immaterial to the public, 
‘¢ i¢ is said that a certain amount of a loan is 
placed, whether that amount is entirely in the 
hands of Peter or Paul. Nobody can, in fact, 
have a safeguard that if Mr. Smith or Mr. Brown 
has applied for the loan he will not sell to- 
morrow at 5 per cent. less; you cannot guarantee 
any body against that; and the Government might 
‘ust as well have kept that loan and not issued it 
at all if they did not want it. 

3903. What I want to know is your opinion 
upon this; had the public known that you were 
buying back for the Government, or for anybody, 
I will say for Peter, do you think Paul would 
have been very anxious to come in and deal in the 
loan ?—There are some people who never come 
in and deal in the loan; those who simply come 
in because they happen to see a premium, { have 
no interest for them; I think people to a certain 
extent go into a loan because it is quoted at a 
premium, but on their own responsibility. 

3904, Then when you state in your applica- 
tion to the Stock Exchange that the whole of the 
loan is unconditionally allotted, and at the same 
time you keep back the fact that three-fourths of 
the loan have gone back exactly to where they 
were before, do not you think that the public 1s 
induced to believe that the loan is placed, when 
in reality it is not placed. with them ?-—'The 
public could not be induced to believe what has 
been done long before. The public who have 
subscribed have subscribed long before the appli- 
cation is made to the Stock Exchange for a settling 
day or a quotation, and they would be certainly 
bound by their subscription; whether the Stock 
Exchange did give a settling day or a quotation, 
and therefore the buying back would not affect 
them. 

3905. Therefore you think that the public 1s 
not allured by fictitious premiums which the bonds 
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bear in consequence of the purchases made by 
those who have issued theloan ?—I say that they 
are not allured, but I say at the same time that 
nobody would apply for a loan which is at a dis- 
count. 

3906. All I want to know is whether you 
justify that buying which keeps a loan at a pre- 
mium which is not the healthy result of applica- 
tions from the public, but the result of artificial 
buying, for I must call it artificial buying 2— 
Artificial buying, I do not understand. 

3907. Such buying as yours I mean?—I beg 
your pardon, but I am not of your opinion. 

3908. You think it is an advantageous thing 
to do ?—I think it is a necessary thing to do. 

3909. Necessary for what ?— Necessary for 
this reason, that when a loan is brought out, as a 
rule nobody can tell beforehand what the recep- 
tion of that loan will be; there may be circum- 
stances quite apart from the quality of the loan, 
which may make it necessary for those who have 
an interest in the loan to buy, and in our own 
experience J can give you several instances of 
this. For instance, we hadto do with the Five per 
Cent. Hungarian Loan ; the Five per Cent. Hun- 
garian Loan was all taken by a syndicate; it 
was brought out, as we thought, under very 
advantageous circumstances; the credit of Hun- 
gary was perfectly good; it was looked upon as 
perfectly good; the very day the loan appeared 
in the papers there was an article in the 
“ Times ” speaking of complications with Russia ; 
it was impossible to withdraw the loan, and it 
was impossible to let it fall-to the ground; the 
natural consequence was, that we bought what 
the public would offer us, and we bought to a 
very large extent, not for account of the Govern- 
ment, but for account of the syndicate which had 
taken the loan firm. Practically, the effect was 
the same; that stock was resold afterwards, and 
resold at a profit. 

3910. The Government had no interest in it? 
—The Government had no interest in it; but it 
is quite immaterial to the public -whether the 
Government buys it, or, whether those interested 
in the loan buy it, or, in fact, who buys it; the 
effect m such a case would be the same; the 
outside public would practically only see the 
buying; they do not sée who buys, they do not 
scrutinise who buys. . 

3911. And you think that you can fairly make 
a declaration to the Stock Exchange, that the 
whole of a loan is unconditionally applied for and 
allotted, when in reality one-half of it or two- 
thirds had gone back to the issuers ?—-I beg your 
pardon; J have not made any application to the 
Stock Exchange on the Costa Rica Loan, and 
therefore I am not bound to give my opinion on 
that subject. It would be unfair to my friends, 
Messrs. Knowles and Foster, if I made any state- 
ment to that effect. 

3912. But Mr. Foster stated in his evidence 
that he was not in any way aware of the extent 
to which the loan had been bought back. The 
declaration to the Stock Exchange is, “We 
hereby certify that 2,089,000 7. of the above loan 
have been unconditionally applied for by, and 
allotted to the public.” Now, in erdinary Eng- 
lish, that would mean that they were not bought 
back, and not remaining in the hands of the 
persons who issue them; do not you think that 
leads to a false idea, inducing the public to 
believe that a loan has been a success, whereas, if 
it had not been for the operation of the agents of 
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the issuing Government, it would have been a 
dead failure ?>—I do not think so; I think it had 
been applied for by the public, and it had been 
subscribed for by the public; what the public 
might do afterwards with that stock was nota 
question for them to scrutinise. . 

3913. In fact it had been applied for by the 
public under the hothouse pressure of these pur- 
chases by you for the Government, when it would 


not have been applied for otherwise, would it?— | 


It is impossible to say whether it would or would 
not, because that is cunjectnral; I can only state 
facts, 

3914. It went to a discount, I believe, the 
momeat it was allotted ?—To a very small dis- 
count. . 

3915. But it went to a discount ?—On the day 
of the allotment we sold a certain amount at 


ar. 

3916. A few days afterwards it went to a 
discount ?— A few days afterwards it went to a 
discount. 

3917. And then it went on down and duwn ? 
—You must remember that very early in June 
another loan, which has been mauch talked of 
here, came out and broke down, and that threw 
a great deal of discredit on all those loans. 
in November there was a 
everything fell. 

3918. I only wanted to ascertain from you 
your opinion of what was the effect-of that system 
of purchasing ?—I have stated it. 


Sir Charles Russell. 
3919. You said, in the early part of your evi- 


sort of crisis, when 


dence, that you were associated with other per-— 


sons in these transactions; I should like to know, 
please, who the other persons were ?—Well, 
nobody likes to be associated with a transaction 
which is im trouble, and unless you see a very 
great interest to the advantage of your imvesti- 
gations tbat I should state those names, I prefer 
not to state them. 

3920. Are they beyond the syndicate ?—There 
are different transactions in which different people 
were interested. There was this transacticn, 
first, with the syndicate, the names of which 
have been given; and some members of that 
syndicate were also interested in the other trans- 
actions, that is to say, in running the risk of 
making an advance to the Costa Rica Government, 
in getting that residue of profit out of the com- 
mission which remains, and so forth. Those were 
all members of the first syndicate; but not all 
members of the syndicate were interested in the 
other transaction. If you insist, lam quite ready 
to answer the question. Pree 

3921. You told us that you did not answer the 
letter of Messrs. Knowles and Foster because it 
was addressed to Messrs. Cohen and yourselves. 
jointly, and also because you did not consider 
that it was in courteous terms; had you heard 
from any other sources than that letter of the 
statement made by General Guardia?—No; I 
had not heard this specific statement; I mean in 
the form that was read. I had heard that he had 
accounted to the country for the money, but I 
did not know that he had made a statement of 
that kind. . 


Mr. Edward Stanhope. 
3922. Mr. Foster told us that in the discussion 
that took place previous to the bringing out of 


the loan, he stipulated that the total charge to 


the 


Then ° 
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Mr. Edward Stanhope—continued. 


the Costa Rica Government should’ not exceed 
7 per cent., and he also told us that he assented 
to that; now, did you assent to 7 per cent. being 
the total charge upon the Costa Rica Government 
for commission ?—There was no express stipula- 
tion of the kind. He expressed a hope that the 
loan would not cost more than 7 per cent. to the 
Government. As it has not cost more than 7 
per cent. to the Government, there was no discus- 
sion on the subject between us. 

3923. Mr. Foster explained to us that you 
assented to that expression of a desire on his 
part ?—There was no absolute stipulation tb that 
effect. 

3924. Can you answer the question, either yes 
or no, did you assent to 7 per cent. being the 
total charge upon the Costa Rica Government? 
—JI do not think I did; to the best of my remem- 
brance, I did not. ; 

3925. Then Mr. Foster is mistaken in saying 
that that assent was given by you?—I think he 
is mistaken. 

3926. But in any case, subsequently to that 
meeting, you did enter into a contract with the 
Government by which you might, under certain 
circumstances, have received an additional com- 
mission of 4 per cent. ?—No, certainly not; that 
4 per cent. under no condition was to go to me. 
I considered myself in honour bound to put it at 
the disposal of the Government, and I did put it 
at the disposal of the Government. 

3927. And it was, under no circumstances, to 
come to you?—Under no circumstances was I to 
receive aghilling out of that money. ' 

3928. Why did you not tell Messrs. Knowles 
and Foster that you were authorised to buy back 
the greater part of this loan?—Messrs. Knowles 
and Foster knew that I had the power to pur- 
chase. 

3929. Inthe month of May ?— Yes; before the 
contract was made, certainly. 

3930. Did they then know to what extent your 
power of purchase extended?—I believe they 
knew it to be practically unlimited; it was a dis- 
cretionary power, 

3931. You mean to say that in the month of 
May Messrs. Knowles and Foster, at the time of 
issuing the loan, knew that you had an unlimited 
and discretionary power of purchasing back the 
loan ?—I believe they did. 

3932. And it would astonish you to hear that 

Mr. Foster said he first learned of it in the month 
of June?—I am sure that Mr. Foster must, in 
giving that answer, have laboured under some 
error or misconception. 
3933. I suppose you would think that is a 
fact which distinctly ought to be stated to the 
loan contractors, because it would influence them 
very much in deciding whether or not they would 
be parties to the bringing out of the loan?—I do 
not think that it would havea great effect upon 
their decision. 

3934. You do not think it would have great 
effect upon a loan contractor in deciding whether 
or not he would bring it out?— No, I think he 
would take the loan on its own merits ; he ought 
to, at all events. 

3935. And without any reference to the power 
of buying back which might be m your hands ?— 
Quite; 1 do not think he would be concerned in 
that power. 

3936. Did you show to Messrs. Knowles and 
Foster the secret contract ?—No. 

aa But did you tell them of the power of 
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Mr. Edward Stunhope—continued. 
buying back ?—The power of buying back was 
not in the secret contract. 

3938. Which contract was it in ?—The first 
contract. 

3939. And that was shown to them, was it ?— 
Certainly. 

Mr. Lllice. 

3940. Do you know at what price the 1871 
loan was quoted at previous to the declaration of 
the Joan of 1872 ?—I cannot recollect. 

3941. What price did you give for the 1871 
loan, the shares of the 1871 loan that you bought 
in with the part of the produce of the 1872 loan? 
—It must have been about 74 /. 

3942. Were all those purchases made previous 
to the declaration of the loaa of 1872, or partly 
before the declaration and partly subsequently ? 
—They were all after the loan had been issued. 


Sir Henry Holland. 


3943. Were you aware that Messrs. Foster 
were buying up in the market, with a view of 
keeping up the price, the shares im the market 
after allotment?—I think, yes; I think Mr. 
Knowles told me that, he was buying. 

3944. Those very shares, to a certain amount, 
that you were putting on the market yourself ?— 
I beg your pardon. 

3945. Messrs. Foster said that they were pur- 
chasing shortly after the allotment with a view of 
keeping up the price; they purchased for them- 
selves and their friends; that, you say, is correct? 
I believe it to be correct. 

3946. They then went on to say that they con- 
tinued purchasing with that view until they found 
that they were purchasing bonds that had been 
re-purchased by the Government; were you at 
that time putting on the market bonds that you 
had re-purchased ?—No. 

3947. Therefore their statement, according to 
you, is incorrect, that they were purchasing bonds 
which had been re-purchased by the Government? 
—Yes. 

3948. Imake myself understood to you, do I? 
— Certainly ; you ask me whether I believe that 
the bonds which Messrs. Knowles and Foster 
bought within a few days after allotment were 
bonds which we sold from those bonds which the 
Government had bought back, and I say that is 
an incorrect statement. 


Mr. Foster.| I did not say “ within a few 
days.” i 
Sir Henry Holland. 

3949. (To the Witness.) Will you accept the 
same statement with the words ‘shortly after- 
wards ” instead of the words “ in a few days” ?— 
If you please. 

3950. ‘You still think it is incorrect ?—I had 
much better state at once that no bonds were 
sold for account of the Government’ before ‘the 
month of December in the same year or January 
in the next. 

Sir Charles Mills. 


3951. When you say that the purchases were 
all made before allotment, I conclude you mean 
that they were made before the close of the appli- 
cation ?— And before the 9th of May. 

3952. Which was the day on which the appli- 
cation was closed ?—I think so. 

3953. Because, of course, purchases after allot- 
ment would not have had the same effect. The 
object was to make the price before the applica- 
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Sir Charles Mills—continued. 
tion closed, in order that people might be induced 
to come and make the application ?—Purchases 
afterwards would have saddled the Government or 
the syndicate with an unnecessary amount of stock. 

3954. And would not have induced the public 
to come in and subscribe ?—If you draw that 
inference I have nothing to say to it. 

3955. But how could it induce the public to 
subscribe after the application had closed ?—It 
could not. - 

3956. And therefore I say the whole of these 
bonds were purchased before the application 
closed ?—Quite so. y 

3957. But now the syndicate, I understood 
from that agreement, were to be free from any 
liability directly, after 800,000 . were subscribed 
by the public ?—Quite so. 

3958. We have seen that a considerable amount 
more than that has been subscribed by the public, 
and yet the syndicate were charged, as Mr. Foster 
stated, 137,500 2. ?—Practically, in the way of 
cash position, the purchases for the Government 
would certainly annul the applications in the way 
of cash; therefore the syndicate would have to 
take over such amount as would not be covered, 
and that was 137,000 /. 

3959. Were the syndicate informed by you 
that you had power to purchase an unlimited 
amount on behalf of the Government?—lI be- 
lieve they were. 

3960. Can you state that you informed the 
gentlemen who, we have been told, were parties 
to that syndicate, that you had that power ?— Of 
course | must have told them, otherwise they 
would not have taken their part of the stock. 

3961. Did they not remonstrate afterwards ? 
—Certainly not. 

3962. I think we were told by Mr. Foster that 
it was too late for remonstrance, but he felt very 
indignant at it?—-But he never did remonstrate 
with me; in fact, he would have no right to re- 
monstrate; it was not’ his business, it was mine ; 
the purchases were under my control; I had 
alone the discretionary power to purchase. 

3963. But you had power to purchase on ac- 
count of the Government ?—Yes. 

3964. And you charged the syndicate with 
the excess of purchases which you made on ac- 
count of the Government ?— Yes. 


Mr. Walter. 
3965. Will you be good enough to look at this 


form which I have drawn up (handing a form to 


the Witness), and tell me whether you can fill it 
up in the way I have suggested. This is a loan 


of 2,400,000 2. nominal, representing, 1 suppose, . 


bonds to that nominal amount ?—Yes. 

3966. I wish you to state, in one column, first 
the value received, in cash of course, for bonds 
sold; secondly, the value of the bonds unsold, 
calculated at the price of issue. Then, in the 
other column, first, paid to the Costa Rica Go- 
vernment net; secondly, commissions and ex- 
penses ; thirdly, interest to bondholders ; fourthly, 
balance or deficit, or whatever else you call it ?— 
I think I can do that afterwards. 

3967. I think those figures stated in that form 
would enable one to take a more general and 
comprehensive view of the results of the trans- 
action than I have been able to gather from your 
previous statements ?—I will hand that in later. 


Chairman. 
3968. I should like to know whether you con- 
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Chairman—continued. 


sider that you have received any extraordinary 
favour from the Costa Rica Government in this 
matter ?—Certainly not; I think we have done 
more for them than they have done for us. 


3969. Can you suggest anything that they have 
done for you that could induce you to give them 
60,000 2. ?—Certainly not. There was no occasion 


for me to do that; there was no occasion for me — 


to give them any money, because really I served 
them more than they served me. 
under constant indebtedness to me, indebtedness 
which I wanted to avoid; not because I did not 
think the Costa Rica Government solvent, but 
because they had an irregular way of proceeding, 
constantly overdrawing their accounts, and in 
fact they were in constant trouble; and it is dis- 
agreeable to a banker to have anything to do with 
a Government which does not keep its accounts 
regular, and in fact does not attach that value to 
commercial engagements which Governments ge- 
nerally do. 

3970. You do not consider that you were the 
obliged party ?—Certainly not. 

3971. You cannot give any explanation or con- 
jecture how that statement should come to be 
made; for what purpose, or with what view ?— 
T cannot explain it at all. 


3972. Supposing anything you please about 
President Guardia, he must have had some motive, 
I suppose, in making this statement ?—I really 
do not know. 

3973. Is there anything else that you would 
like to state to the Committee with regard to these 
affairs, which has not been elicited from you in 
examination ?—TI should like to state with regard 
to loans in general, that we have been connected, 
either directly or indirectly in association with 
others, with 40 or 50 different loans for States, 
amongst which there were three Swedish loans, 
one Norwegian loan,a Bavarian loan, and, in fact, 
loans for almost every Kuropean Government. 


Mr. Kirkman Hodgson. 


3974. Were they brought out in England ?— 
Some were brought out in England. We never 
brought out any loan directly in England; we 
always were associated with others, but we brought 
out loans in France and in Germany. Of course, 
therefore, I have got some experience how to 
deal with such matters, and I do not think that, 
as far as the Costa Rica Loan is concerned, any 
transaction has taken plaee in principle, I do not 
say in extent, but in principle, unlike to those 
transactions which are made with reference to 
other loans. I have heard a great deal of observa- 
tion made on the principle of making a market in 
loans. 


Chairman. 


3975. Do you mean before allotment ?—Yes, 
before allotment. I want to state that the French 
Government always in all its loan contracts makes 
a provision, and a large provision, for making that 
market. They always do make a market; they 
always take care that the loans are quoted ata 
premium, because they will not subject them- 
selves to have a loan brought out and not applied 
for when it is brought out. And I can refer to 
several laws here which contain, not. provisions 
evidently under the heading of making a market, 
as you would term it, but provisions of a certain 


sum beyond the stipulated sum for facilities of 


liquidating the loan; that is the term employed. 
Mr. 
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Mr. Kirkman Hodgson. 

3976. Do you refer to the last French Loan ? 
—I refer to different loans, of which I can give 
you the papers now, if required. 

Chairman. 


3977. Will you give us one good instance ?— 
There is this instance: there was the 1864 Loan 


of France for 300,000,600 francs; provision 


was made for 5 per cent., that is to say, 
15,000,000 franes for such expenses. 

3978. Was that publicly made ?—Yes; itis in 
the law. 

3979. Can you quote the law; it was not done 
secretly, I understand you?—No, certainly not. 
Here, again, is the loan of the 3rd May 1859. 

3980. For what amount?—An amount of 43 
and 3 per cent. rentes, sufficient to produce a 
capital of 500,009,000 francs; and a supplemen- 
tary capital which cannot exceed the amount of 
20,000,000 francs to facilitate, if necessary, the 
liquidation of the subscriptions, and to cover the 
expenses of discount resulting from the anticipa- 
tions of payment. 

3981. Would you have the kindness to read 
those words in French, showing the object for 
which that sum is set aside ?—Art. ler. Notre 
Ministre Secrétaire d’ Etat des finances est autorisé 
d proceder, par souscription publique, a Valiéna- 
tion de la somme de rentes quatre et demi et 
trois pour cent. nécessaire pour produire un ca- 
pital le cing cents millions de francs, et un capital 
supplémentaire, qui ne pourra excéder vinet 
millions, pour faciliter, s’il y a lieu, la liquidation 
des souscriptions et couvrir les frais d’escompte 
résultant des anticipations de payement.” 


Mr. Kirkman Hodgson. 


3982. Where do you find provision in that 
paper for the loss to be sustained in buying back 
the loan?—The French Government does not 


give any commission, and therefore I know that 


such amounts are applied to make a market. 

3983. At any rate that is expressed in the 
prospectus in that. instance ?—No; in the law; 
this is part of the law. 

3984. That would be equal to our contract 
published here ?—No; this is a public law. 

3985. If you had put in this clause into your 
public prospectus nobody could have complained 
of it?—I did not issue the Costa Rica pro- 
spectus. 


Chairman. 


3986. Is there anything else that you would 
like to state on any subject on which you have 
been examined?—I think the object of the 
syndicate has been properly explained to you; 
I do not know whether you want any explanation 
on the purport of the syndicate; I would simply 
say that a syndicate is an insurance that a certain 
amount of the loanisplaced, and it is a usual trans- 
action. 

Sir Henry James. 

3987. Will you hand in the account, please ?— 

Yes. 


Chairman. 


3988. You do not think, as I gather, that it 
would be desirable to stop this purchasing before 
allotment ?—I do not think that you could. 

3989. You do not think that it would be de- 
sirable if you could ?—No, certainly not. 

3990. Then we will pass from that; what do 
you think we could do if this Committee should 


differ from you in opinion, and wish to do it; can 
0.64. 
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Chairman—continued. 


you suggest any way in which it could be done? 
—I do not think that if you could do it, it would 
have any effect in this way. Suppose the loan 
were brought outin London, and were not pur- 
chased in London, it would have been brought 
out perhaps at the same time in France, and the 
operation of your law would be lost, unless the 
same law were made all over the world. 

3991. You have had great experience in loans; 
is there anything you can suggest about loans, in 
which you think an improvement can be made in 
the law in this country ?—An improvement in 
this country could be made in the way in which 
the loans are generally applied for. Here it is 
left entirely to the discretion of the banker who 
issues a loan, whether he allots or does not allot ; 
and | think that to a great extent leads to sub- 
scriptions which are realised even before they are 
made. 

3992. Do you mean your observation to refer 
to the quantity applied for ?--Yes, to the quantity 
applied for, and the quantity given. All over 
the Continent there is not the habit of applying 
for loans in that way. Always, with very few 
exceptions, subscriptions are given pro rata ; that 
is to say, a man applying for the stock gets a pro 
rata amount of his application; if, for instance, 
the loan is covered five times, he gets one-fifth ; 
if 50 times, one-fiftieth. 

3993. You think that would be an improve- 
ment ?—It would be a better plan, I think. 


Mr. Kirkman Hodgson. 


3994. You know what occurs under these cir- 
cumstances; you know what happened in the 
case of the last French Loan, for instance, that 
they wanted two milliards, and they had apphi- 
cation for 45 milliards ?— Everybody should get 
a proper proportion of what he applies for, and 
should be able to deal in that before or after 
allotment, as he pleases. I do not believe in 
restrictions on transactions. 1] am a freetrader, 
and believe that you should not interfere any 
more in the way of restrictions on the Stock Ex- 
change than you would interfere with a gentle- 
man making a contract to deliver 20 shiploads 
of wheat, which he has not got, and has to get 
from California, or anywhere else. 


Chairman. 

3995. Is there anything else which you can 
suggest ?—I think that if, on the whole, the prin- 
ciple of bringing out loans has worked well, and 
there have been very few exceptions, the rule 
ought not to be altered for those exceptions. On 
the whole, taking ali the foreign loans. that are 
brought out in this country, the failures are very 
small, and represent a very small proportion ; 
and though you may call certain loans not as 
good as other loans, yet they have been as good 
to those who have invested in them for some 
time probably. I perfectly remember that, in 
1848 a man ran away from a patrol, and when 
he was charged with not having courage, he said, 
“if I had had courage I should have bought 
Spanish stock.” Spanish stock ever since 1848 
paid its interest, and, therefore, gave great satis- 
faction to the holders. A man who bought 
Spanish stock in 1869 probably would not be 
quite so satisfied. In fact when you get high 
interest you must run a greater risk; high in- 
terest and security do not go together. 

3996. Do you consider that Costa Rica has 
repudiated this loan. I do not think so at all. 
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I think that Costa Rica can pay; and I hope 
that after what has been said to-day they will 
turn to a sounder financial course. 1 think that 
they can, and that they will pay if they only see 
that they must. I think that so far as we can 
learn they have been continually making that 
railway with their resources; they are still build- 
ing the railway. 

3997. How are they to be made to pay; what 
is the force that can make them ?—I think some 
kind words of the Foreign Office would not be 
lost upon them. 

3998. Have you anything to say with reference 
to the Stock Exchange here as compared with 
the Bourse at Paris?p—The Stock Exchange here 
is carried on on quite a different principle from 
the Bourse at Paris; and I should certainly 
‘prefer the French principle to the English one. 
The Bourse in Paris is an open market; the 
brokers there are ministerial officers appointed 
by the Government, responsible to the Govern- 
ment, and, having to pay a large caution money ; 
and, therefore, their transactions being perfectly 
open, being before the public, everybody can see 
what they are doing. 

3999. And you prefer that to the plan of the 
Stock Exchange ?— Undoubtedly, because every- 
body can watch the transactions, and can see what 
is going on. 

4000. Have you any other suggestion?—None 
that I think of. 
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Mr. Kirkman Hodgson. 


4001. What is the total amount of money that 4 
has reached Costa Rica?—I should say about 


800,000 7. 

4002. Out of the 2,000,000 Z. ?—There are no 
2,000,0007. you know; there are only 1,500,000. 
of stock in circulation now. 

4003. Which has produced what ?—W hich has 


produced, to my mind, to the Costa Rica Go- 


vernment 63 or 64 per cent. 


4004. Do you know the amount which the | 


railway was contracted for ?—No. 
4005. Mr. Meiggs has not got it now, has 


he; he was the American contractor ?—I do not 


know. 


Sir Henry Holland. 


4006. I understood you to say, that of the 
bonds which you had re-purehased for the Go- 
vernment, none were put on the market again 
till December 1872 and January 1873 ?—That is 
so, Ido not say that no bonds might have been 
sold from the members of the syndicate. There 
is one observation I want to make. ‘There has 
been a bill in Chancery filed against us, and my 


answer has not been put in, but as to the alle- | 


gations in that bill, which is the strongest docu- 
ment that ever came under my notice, and 
evidently framed by people quite unacquainted 
with the circumstances, those allegations are per- 
fectly untrue. 


Mr. LionreL CoHEN ; sworn. 


Sir Henry James. 


4007. I BELIEVE you have applied to give 
evidence this afternoon ?—I have asked to do so, 

4008. What is the name of your firm ?—Louis 
Cohen & Sons. ; 

4009. What connection had your firm with 
bringing out this loan?—In the first instance, 
I think, Baron Erlanger came to my private 
house with Monsieur Alvarado, the special com- 
missioner of the Costa Rica Government, with a 
gentleman introduced to me as Mr. Del Franco, 
whom I have never seen before or since, and 
another gentleman I do not know, and these 
gentlemen asked me if I were inclined to under- 
take the Costa Rica Loan. I said I had no 
connection with the country whatever, and I 
imagined that the expense of a Costa Rica 
Loan of the amount they mentioned would be 
‘exceedingly onerous to the Government; to which 
Mr. Del Franco said, we could not exact more than 


had been asked from the Government in previous . 


cases; it was impossibie. I said that the matter 
did not suit me personally to undertake, but I 
would make inquiry into the resources of the 
country. I went to the leading firms in the 
City, who had connections with that part of the 
world, and they told me that they considered 
Costa Rica a provident State, and that the people 
were frugal in their habits, and that the Govern~ 
ment were in possession of large surplus revenues, 
which arose chiefly from the previous years 
having been prosperous coffee-producing years. 
I then went back to Baron Erlanger, who first 
introduced the business to me, and said that if a 
responsible house could be found to undertake 
the, loan, we should not mind being interested in 
it, and my partner, my brother, Mr. Alfred Cohen, 


introduced Baron Erlanger to Messrs. Knowles ; 


& Foster. We asked again that time whether 


Sir Henry James —continued. 


the conditions to the Government would be very 
onerous, and Baron Erlanger told us everybody 
understood, I imagine, that the charge would 
be about 7 percent.,and that may have been 
repeated by one of my partners to Messrs. 
Knowles & Foster, or may have been stated to 
them by Baron Erlanger himself after we had 
introduced him to them. We told Messrs. 
Knowles & Foster that we had inquired about 
the State, and had received very good accounts 
about the responsibility and solvency of the 
State, but it was for them of course to see that 
the documents and contracts were in order; and 


then they told us that they had called on Sir | 


William Drake, whom we knew as being a very 
honourable man, and well able to advise them 
in these matters. We never saw any contract 
between the Costa Rica Government and any of 
the parties with whom they dealt, until we saw a 
copy of the first one called by Baron Erlanger, 
the original contractor, I think, in the bill filed 
by the Costa Rica Government, and to which 
they made us parties. That was the first know- 
ledge we had of any documents that had passed 
between the Costa Rica Government and its 
bankers or agentshere. In the month of August 
1872, Messrs. Knowles & Foster wrote that joint 
letter which has been read to the Committee to- 


day. It was the first intimation to us of this second ; 


contract of Baron Erlanger’s. I did not come 


here except as one of the speculators, and I have ; 
not brought my reply with me, but Mr. Foster | 


says it is on that paper you have before you, and 
perhaps you would allow me to read it to the 
Committee. j 

4010. See if that isit, dated 6th of November 


(handing it to the Witness)?—Yes. ‘31, Throg- | 


6 November 1873. 
Messrs. 


morton-street, London, 


¥ 
7 gy 


| than any of the firmsnow in London. 
| no hesitation in at once assuring you that we have 


have known for many years. 


Messrs. Knowles & Foster. 


anything beyond our own acts. 
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Sir Henry James—continued. 


Dear Sirs,—We 
have received with some surprise your letter of 
this day, addressed to us, and to Messrs. Erlanger 
& Co. jointly. We reply to it only ourselves, 
and can, of course, assume no responsibility for 


Cohen who had the pleasure of seeing you re- 
specting the Costa Rica Loan isin Devonshire; we 
have written to him, and he will be in town on 
Monday, and will be able more positively to 
speak to the understanding to which you refer 
But we have 


no knowledye whatever of the sum of 70,000 l., 
or of any sum to which you refer, and that we 


never have had anything to do with the proceeds 


of the loan; we never placed a sixpence ‘ at the 
disposal of the President of Costa Rica,’ or of any 
one else. Your letter is the first intimation we 


have received since the loan was launched, of any 


application of the proceeds, and, as far as we are 
aware, we had nothing to do with such applica- 
cation, Can you refresh our memory with any 
reference to any letter connecting us with the 
proceeds. We know, to this day, nothing of any 
terms made by the Costa Rica Government (with 


whom we were never in direct contact) other 


than those mentioned to youat the time. Having 
given you this explanation, we also think it right 
in justice to ourselves to complain of the infer- 
ence drawn by a firm whom we are proud to 
That some terms 
must have ‘ been at some time or other obtained 
by us from the Costa Rica Government more 
burdensome than those which we engaged with 
you should be the maximum.’ This inference 
has no foundation; in fact the terms, as far as we 
know, are those which both you and we under- 
stood at the time, although as we have already 


stated, we know of no engagement we made on 


the subject. We remain, dear Sirs, 
faithfully, Louis,Cohen & Sons.” 

4011. What connection had you with the loan? 
—Not any connection beyond taking an interest 
in the syndicate, and having taking an interest of 
one-third, I think, of Baron Erlanger’s interest 
in the surplus left beyond all payments; that 
surplus, he says to you, was 11,100 l., and he 
handed us a cheque for 3,700, I think. That 
was the amount in respect of our taking that 


yours 


- risk. 


Mr. Kirkman Hodgson. 


4012. That was the balance of the 7 per cent. ? 
—Yes, the balance of the 7 per cent. We re- 
ceived 3,700/.; we had no knowledge of the 
operations of the market beyond general repute 


at the time, and had not seen that application to 
the Stock Exchange which has been referred to. 


Sir Henry James. 


4013. Did you know of that 4 per cent. con- 
tract, the 96,000 7. ?—No; the first time I heard 
that contract explicitly set out was in this room 


0.64. 
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Sir Henry James—continued. 


to-day; I never heard of the fact of its being 

alleged, except by that letter, the terms of which 

Mee new to me until I came into the room to- 
ay. 

4014. Is there anything else that you would 
like to add ?—I should like to have given general 
evidence upon the question of the difference of 
practice between the London Stock Exchange 
and the foreign stock exchanges. on which I have 
written, and I should like to state several facts 
to the Committee bearing on that subject; I am 
much obliged to them for giving me the oppor- 
tunity of making the statement to day. 

4015. You said you did not know anything 
about this 60,0007. as a present to Guardia?—I 
never heard a word of it. 


Chairman. 


4016. Do you know anything in the nature of 
the dealings which would make it likely that such 
a sum would be paid ?—I only know that Baron 
Erlanger told us at the time that the charge to 
the Government would not be more than 7 per 
cent. 

4017; Can you point out anything in what you 
know of the transactions that should make it 
likely any consideration that was to be got for 
the money ?—No, I cannot; I know of nothing 
that passed that would. 

4018. We could quite understand it if a large 
benefit were conferred?—It is a large sum of 
money to come into for nothing, but I cannot 
throw any light uponit atall. With reference to 
this particular loan, a question was asked Baron 
Erlanger as to what would be the best means of 
inducing the Costa Rica Government to pay 
something ; if I might say anything on that point, 
I would say that there is an impression in the 
City that defaulting Governments, or Governments 
that do not pay their interest, may use the in- 
vestigations of this Committee for the purpose of 
escaping from the fulfilment of their obligations ; 
and it seems to me that if one of the recommenda- 
tions of this Committee were that the powers 
under which agents act should be lodged with 
some public authority here, the risks to which 
people have been subjected in this particular loan 
could not have occurred; and that as regards 
this particular loan, if the Committee were to in~ 
vestigate the fact as to whether those powers are 
sufficient, that excuse for non-payment would be 
removed from the Government, and that a strong 
stimulus would be applied to each of these States 
whose loans you have investigated, to do what 
they ought to the English public, because it can- 
not be pleaded by any mercantile firm that if any 
of their clerks or servants are dishonest that is any 


excuse for not paying theircreditors; and thescope 


of the evidence that has been adduced here has been. 
to give foreign Governments that excuse. There- 
fore, I think, if it were pressed on the attention 
of those Governments that that affords no excuse 
for the non-fulfilment of their obligations to the 
British bondhold ers, it would have a good effec t 
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Mr. Kirkman Hodgson. 
Sir Henry Holland. 
Sir Henry James. 

Mr. Lowe. 

Sir Charles Mills. 


Mr. Puleston. 

Sir Charles Russell. 
Mr. William Shaw. 
Mr. Edward Stanhope. 
Mr. Walter. i 
Mr. Whitbread. 

Mr. Watkin Wiliams. 


Tue Riagnt HonovurasLe ROBERT LOWE, in rue Cuarr. 


Mr. CHARLES SCHIFF; sworn. 


Sir Henry James. 


4019. I] BELIEVE you represent Baron Erlan- 
ger ?—I do. 

4020. There was a question put at the last 
meeting of the Committee by the honourable 
Member for Berkshire, in which he aked for a 
tabulated form?— Yes; these figures on the 
papers now in my hand have been put in a 
tabular form. 

4021. I believe those tabulate figures which 
have been given before, but they put them in a 
precise form ?—Yes. 

4022, And have you checked them yourself, 
and you now hand them:in as evidence ?— Yes. 

4023. And are they correctly tabulated ?—I 


Sir Henry James—continued. 


think they are; only I must add that one of the 
tabular forms is put together on figures resulting 
out of the books of Messrs. Erlanger & Com- 
pany which are perfectly correct, for which I can 
vouch that thev are correct. The others are 
according to figures stated in the evidence by 
Messrs. Knowles & Foster, and they are put as 
given in that evidence, 

4024. Have you yourself taken them from the 


_ 


evidence of Mr. Foster or from the books ?— 


From the evidence. 

4025. That is a tabular statement of the 
evidence given on oath here ?—Yes. (The papers 
were then handed in.) 


Mr. RicHarpD Foster, re-called. 


Sir Henry James. 


4026. CaN you give us certain information as 
to when the first default was made in the pay- 
ment, either of drawings or interest in the Costa 
Rica Loan of 1871; can you obtain that for us? 
—Yes, I think I can obtain that, certainly. 

4027. You can place with certainty that infor- 


‘mation before the Committee ?— Yes. 


Mr. Kirkman Hodgson. 


4028. I think you have stated already, that on 


the 1871 loan one dividend was paid after the 
default on the 1872 loan ?—Yes, I believe it 
was. 

Chairman. 


4029. A document which we have just heard 
read, and which is a report from Senor Gonzales 


Chairman—continued. 


to the Costa Rica,.Government, alleges as an 
excuse for the conduct of the Costa Rica Govern- 
ment, that there was some default made by the 
contractors in England; we wanted to see 
whether there was any ground at all for that 
excuse ?— Would you like to know that to-day 


for certain, or at your next meeting? I couldat 


once get it, in half-an-hour or so. 

4030. I think it would be better if you could 
get it to-day ; you understand what we mear; 
the groundwork that they make is, that some- 
thing or other irregular was done in London, 
and upon that they build the whole super- 
structure; and we wanted to see if there was 
any colour for that?—Before your sitting termi- 
nates I shall be able to answer that question, I 
think. 


Mr. Grorce FLEMING; sworn. 


Mr. Watkin Williams. 


4031. ARE you a member of the firm of 


Robinson, Fleming & Company ?—I am. 
4032. There are three partners, I think ?— 
Four partners. 


Mr. Watkin Williams—continued. 


4033. Yourself and your brother John ?— And 


Henry Luke Robinson and William Forest 


Malcolm. 


4034. What is your firm; what business 
‘you 


do 


FEnY ei 


Mr. Watkin Williams —continued. 


vow carty on ?—A general commercial business 5 
nerchants in the City of London, commission 
nerchants, chiefly. 

4035. Now, in November 187], were you 
usked by Messrs. Waring Brothers to issue a 
loan for the Republic of Paraguay ?—Yes, we 
were, in November 1871. 

4036. I believe Messrs. Waring had a contract 
with the Government of Paraguay for the 
bringing out of the loan ?—Yes. 

4037. And they were desirous that that loan 
should be brought out through your house ?-— 
Yes, that we should be their agents in the matter 
of issuing the loan in the London market. 

4038. Now before you undertook to do that, 
did you make inquiries concerning Paraguay 2— 
We did. 

4039. And I think you also had the documents 
which were in the possession of Messrs. Waring, 
the contract at the various authorities under 
which the loan was proposed to be issued, put 
before you ?—They were put before our solicitors 
for examination. 

4040. In order to see that everything was in 
proper order ?—To satisfy us that everything was 
perfectly in order. 

4041. Did you also make inquiries as to the 
financial position of Paraguay ?— Yes, we made 
the best inquiries we could at the time. We 
made inquiries of Mr. Benjamin Buck Greene, 
who was at one time the Consul General of 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


So A ee it AS a a a a ad i 
M4 a ole Red a oN hs =f + aan Gr 


175 


Mr. Watkin Williams—continued. 


Mr. 


Paraguay ; he was at that time the Deputy @. Fleming. 


Governor of the Bank of England, and has been 

Governor since. We made inquiry also of Mr. 

Alfred Blyth, of the firm of John & Alfred 

Blyth, whose firm acted as financial agents for 
, Paraguay for 15 or 16 years. 

4042. They were the engineers?—Yes, they 
were the engineers; and we read all the litera- 
ture of Paraguay that is published, and there is 
a perfect library of works published on Paraguay. 

4043. You referred to them in order to inform 
yourselves as to the position of Paraguay ?—As 
to the position of Paraguay, and as to the state 
of the country and its capabilities. 

4044. I think in the first instance you did 
not yourselves see the contract which Messrs. 
bas eineds had with the Government of Paraguay? 
—No. 

4045. Your solicitors saw it ?—Our solicitors 
saw it. 

4046. Of course you have seen it since?— 
Well, I never saw the original; I have seen a 
copy of it in our solicitors’ office. 

4047. Just look at this, and see if that isa 
correct copy of the contract (handing it to the 
Witness)?—I think Mr. Waring’s clerk is here, 


and will produce the original. 


26 April 
1875. 


4048, We will take this subject to his produc- © 


ing the original. Is that a contract dated 21st 
November 1871 ?—The contract was dated 21st 
November 1871; the original is in the room. 


Mr. Francis WILLIAM SLADE; sworn. 


Mr. Watkin Williams. 


4049. Do yeu produce the original contract 
between Senor Terrero and Messrs. Waring of 


Mr. Watkin Williams—continued. 
the 21st November 1871?—I do (producing the 


same). 
4050. In what language is it ?—In English. 


Mr. Grorce Fiemine, further examined. 


Mr. Watkin Hilliams. 


4051. Wixu you take the original in your 
hand, and see if this is a correct copy : “ Agree- 
ment made the 2lst day of November 1871, 

- Between Maximo Terrero, of Belsize Park, in 
the County of Middlesex, Esquire, Consul 
General to the Republic of Paraguay, in London, 

acting herein in the name and on the behalf of 
the said Republic, and in virtue of full powers 
conferred on him by the Executive Government 
of the said Republic, of the one part, and William 
Waring, Henry Waring, and Charles Waring, 
all of No. 10, Victoria Chambers, in the City of 
Westminster, Contractors for Public Works, 
carrying on business in co-partnership, under the 
style or firm of and signing this agreement as 
‘Waring Brothers, and hereinafter referred 
to as the Contractors, of the other part: 

Whereas the said Republic being desirous 
of raising a loan of 1,000,000 I. sterling in 

_ England, have duly authorised the said Maximo 

 Terrero to raise the same, and entrusted him with 
full power in that behalf, and the said Maximo 

Terrero has accordingly applied to the contractors 

to assist him in negotiating and raising the said 
loan, which the contractors are willing to do upon 
the terms and conditions hereinafter contained. 

Now, it is hereby agreed between the parties 

hereto as follows: (1.) The contractors shali and 

0.64. 
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Mr. Watkin Williams—continued. 


will aid and co-operate with the said Maximo 
Terrero, in negotiating and raising for the said 
Republic of Paraguay a loan, of the nominal 
amount of 1,000,000 7. sterling, upon the terms 
of this agreement, and of the prospectus intended 
to be issued; a print of which will be signed as 
approved by the said Maximo Terrero. (2.) 
The said loan shall bear interest at 8 per cent. 
per annum, on its nominal value, and be redeem- 
able by means of a cumulative sinking fund of 
2 per cent., on the nominal value of the said 
loan, together with the interest on the bonds 
then already drawn and discharged. (3.) The 
said loan shall be secured by a general bond, to 
be executed by the said Maximo Terrero, in the 
name of the said Republic, charging the revenues, 
taxes, imposts, and all the landed estates, mines, 
quarries, houses, buildings, railways, and pro- 
perty, and especially hypothecating the customs 
duties of the Government of the Republic, with 
and for the payment of the principal and interest 
of the said loan, and also by such serial bonds or 
certificates for 1,0002., 500/., and 100/. respec- 
tively. Such bonds shall be in such form, and 
contain such provisions consistent with the agree- 
ment as the contractors may determine. (4.) 
The moneys to be raised by the said loan shall 
be paid into a London bank, in the name of the 

y4 said: 
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said contractors, who shall account'to the Consul 
General, on behalf of the Government, for the 
game, as herein provided. (5.) Ifa settlement 
is granted by the Stock Exchange, the contractors 
shall, within 15 days thereof, account to the 
Consul General on behalf of the Government, at 
the price of 64 1., as and when received, for every 
1007., nominal value, of bonds which shall be 
subscribed for and issued -to the public. (6.) 
The time at which the said loan shall be issued 
to the public shall not. be later than the 15th day 
of December 1871, and the difference between 
the issue price of the said bonds and the amount 
of 64 per cent. on the nominal value of all the 
bonds subscribed for by and issued, or sold, or dis- 
posed of, to the public, shall be a first charge on 
all the moneys received, and shall be retained by 
the contractors thereout, prior to. accounting 
to the said Maximo Terrero on behalf of the said 
Government, under the last preceding article, as 
a remuneration for their assistance, trouble, and 
expenditure, in connection with the said loan and 
this contract: Provided that if no such settle- 
ment is granted by the Stock Exchange, the con- 
tractors shall return the amounts received by 
them to the subscribers, without deduction. The 
said Maximo Terrero, on behalf of the said Go- 
vernment, authorises the contractors to retain, 
out of the last instalment payable on the amount 
subscribed for the purpose of making provision 
for the payment of interest and sinking fund, 
for the first two years in respect of the said loan, 
the amount of such interest for two years, and 
sinking fund for two years, thatis to say, 20 per 
cent. on the whole nominal amoun: of the loan 
subscribed ; and further undertakes that the said 
Government shall, six months prior to the ex- 
piration of the said period of two years, remit to 
the contractors in London the requisite funds for 
providing for a further six months’ interest and 
semi-annual drawing; and thereafter shall con- 
stantly and regularly remit the necessary funds 
for each half-year’s interest and drawing, six 
months in advance ; the contractors allowing the 
Government interest at the rate of 37. per cent. 
per annum on all such moneys retained and re- 
mitted, from time to time, whilst they remain in 
their hands. (7.) Until the expiration of 12 
months from the settlement, the contractors alone 
shall be at liberty to dispose of any unplaced 
portion of the loan, accounting for the same 
to the Government at the price aforesaid, and if 
any portion of the loan remains unplaced at the 


end of 12 months from the date of issue, the 


Government may dispose of such portion as they 
may think fit. (8.) It shall be entirely at the 


option of the contractors whether to apply to the: 


Stock Exchange for asettlement or not, and they 
shall not be called upon or required to assign any 
ground or reason for declining to do so.. (9.) In 
case the contractors do not apply for a settle- 
ment, whether by reason of sufficient of the loan 
not being placed to induce them to do so, or on 
any other account other than through the act or 
default of the Government of the Republic, the 
contractors shall have no claim whatever upon 
the said Maximo Terrero or upon the Govern- 
ment which he represents, for their time and 
trouble, and they shall bear all expenses which 
shall have been ineurred by them in relation to 
the said loan. (10.) The date of the issue of the 
said loan shall for the purposes of this contract 
be the day when the letters of allotment shall be 
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‘ditions of this agreement. 


Mr. Watkin Williams—continued. 


issued. (11.) The issue and allotment of th 


said loan shail be made to such an extent and to * 
such persons and for such amount respectively, — 
not exceeding the whole nominal amount afore- — 
said, as the contractors shall in their free and 
absolute discretion think fit; and the said Max- — 


imo Terrero, or the said Government, shall not 


interfere in or in any way control the contractors _ 
with respect to the same, or require any other — 


issue or allotment to be made. (12.) The said 


Maximo Terrero, on behalf of the Government, — 
will do all acts at the request and at the cost of 


the contractors, which may be ‘necessary in pre- 
paring for the issue of the loan, and obtaining a 
settlement, and in and about the signing and 
issuing of the bonds (and that whether a settle- 


ment takes place or not) or otherwise; and will 


also find or provide the stamp duty upon the said 
bonds, and all other expenses incurred as afore- 
said, being defrayed by them. (13.) The said 
Maximo Terrero hereby binds the said Republic 
and the Government thereof, faithfully and 
honourably, to carry out all the terms and con- 
The benefits of this 
agreement on the part of the contractors shall 


belong to the persons constituting the said firm — 


of Waring Brothers for the time being. As 
witness the hands of the said parties” ?—Yes. 
4052. I must go in order of date. Were you 
aware when you eutered into this negotiation 
with Messrs. Waring, of a letter dated the 21st 
of November, from Terrero to the Warings ?— 


There is a letter dated 21st November 1871, 


which is attached to the contract; this is the | 


original (pointing to tt). 

4053. Were you aware of that letter at that 
time ?-—Qur solicitors were aware that such a 
letter was in existence,and they had a copy 
of it. 

4054. That is as follows: Maximo Terrero to 
Messrs. Waring Brothers. “ Dear! Sirs,—Para- 
guay Loan. Referring to the agreement of this 
date, I have concluded with you on behalf of my — 
Government ; I beg to state for your satisfaction, 
that such portion (if any) of the above loan as 
shall be applied for by you or your nominees, 
and subscribed or purchased in the market by or 
on your behalf, for the purpose of promoting the 
success of the loan (and which you are at liberty 
to do to any extent you think expedient) shall 


not be considered as subscribed for, or issued — 
within the meaning of Article 5, of such agree- ~ 


ment, but shall be regarded as not placed, and 
you shall not be required to account to me or 
my Government for the same, unless or until 
you shall have sold and disposed thereof within 
the period of 12 months mentioned in Article 7 
of the said agreement ;” that is the letter ?—That 
is the letter, I have no doubt. : 

4055. Perhaps you will explain that letter; 
but as I read it, in connection with those two 
Articles 5 and 7, as I understand, it gives liberty 


to the contractors to deal in this loan by them- | 


selves or their nominees, or their friends, by way 


of purchasing the loan, on the basis that such ~ 
purchases should not be deemed to be actual pur- _ 


chases of the loan as between the contractors and 


the Government, that is the substance of it, is it — 


not ?—-The meaning of that letter, as I take it, is - 
this; that it gives the contractors power to make 
purchases of the loan on the market, to counter- 


act speculative sales, and any purchases that are I 
made under this authority to counteract specula- — 


tive 
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tive “bear” operations on the market, shail not 
be considered in the sense of sums permanently 


placed, so far as the contractors are concerned. 


t 


4056. They are not to stand as purchases 
between the contractors and the Government ?— 


That I understand. 


4057. The letter does not limit it to any par- 
ticular purpose ?—It speaks for itself. 

4058. Now, on the 22nd of November, there is 
a letter that you received from Messrs. Waring, 
addressed obviously to you ?—Prior to the issue 
of the loan, we required a direct authority from 
Maximo Terrero, to issue the prospectus and to 
issue the loan in the market. 

4059. I will come to that in a moment; of 
these letters, one I see is dated the 21st, and the 
other the 22nd; I suppose they are practically 
cotemporaneous ?—1 do not know exactly what 
you refer to. 

4060. Turn to the letter addressed to your 
firm by Waring’s, of the 22nd of November ?— 
The letter of the 21st November, that you have 
read, was a letter as between Waring Brothers 
and the Consul General of Paraguay ; that letter 
forms a part of the contract. Then we required 
a letter direct from the Consul General to issue 
the loan, and we received a letter dated 21st 
November. 

4061. You say that one from Terrero to you 
was really on the 21st November ?—Yes. 

4062. “London, 21st November 1871. Maximo 
Terrero to Messrs. Robinson, Fleming & Co. 
Gentlemen,—-Paraguayan Loan for one million 
pounds sterling. ‘The undersigned Consul Ge- 
neral of the Republic of Paraguay in London, 
Special Commissioner for this Loan, duly em- 
powered by my Government to negotiate a loan 
of one million pounds sterling in London, here- 
by authorise and request you to receive subscrip- 
tions and give receipts for the same, in accordance 
with the terms of the accompanying prospectus;” 
there was a prospectus attached to that ?—Yes. 

4063. ‘And to apply the sums so paid to you 
to my order, as I shall hereafter direct you in 
writing; and I further authorise you to sign and 
issue scrip certificates pending the delivery of 
the bonds, and undertake to countersign or sign 
the latter immediately on your request.” That 
is the letter that you say you required, the direct 
letter of authority from the Consul General to 
you ?—The original of that letter, with a copy of 
the prospectus attached, is deposited in the Bank 
of England; the one you are reading is a no- 
tarial copy of it. 

4064. Upon that you issued the prospectus ?— 
After we had made our own arrangements with 
Waring Brothers for our remuneration, we issued 
the loan to the public. 

4065. Do you mean by issuing the loan to the 
public issuing the prospectus ?—Yes; issuing 
the prospectus, and advertising it. 

4066. The prospectus is this : “ Eight per Cent. 
Public Works Loan, of the Republic of Para- 


- guay, under Acts of Legislature of the Republic 


of the 6th December 1870 and 17th May 1871. 
1,000,000 7. stock, in bonds of 1,000 1., 500 2., and 
1002. each; bearing interest from 15th Sep- 
tember 1871; redeemable at par by means of an 
accumulative sinking fund of 2 per ceut. per 
annum in about 21 years, by quarterly drawings. 
Principal and interest payable quarterly in Lon- 


don. By special stipulation of the general bond 


this loan is to be free from all Paraguayan taxes. 
0.64. ; 
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Issue price 807. per cent.” Then the payments : 
«5 per cent. payable on application, 15 per cent. 
on allotment, 15 per cent. on 15th December 
1871 (less quarter’s coupon, 22, deducting in- 
come tax), 15 per cent. on 15th January 1872, 
15 per cent. on 15th February 1872, 15 per cent. 
on 15th March 1872 (less quarter’s coupon, 2/., 
deducting income tax),” making 80 per cent. 
so that the last instalment of the loan became 
payable on the 15th March 1872 ?—Yes. 

4067. Nuw let me turn -your attention par- 
ticularly to this: “ By the general bond, this 
loan, which is the first public loan of Paraguay, 
is secured as a first charge by special hypotheca- 
tion on the customs and general revenues of the 
Republic, and on the whole property of the State, 
including its public lands, which alone are valued 
in the official reports at 35,000,000 J. ;” did you 
take steps to ascertain that that was correct ?— 
We had the official documents of the Minister of 
Finance stating it. 

4068. I am not asking what the materials were, 
but you did take steps to verify the accuracy of 
that statement, did you ?—We got the official 
documents from the Government direct, which 
Terrero produced to us. 

4069. That satisfied you that that was, as far 
as you could judge, a correct statement ?—As 
far as we could judge. 

4070. “Its public buildings, and likewise the 
State railway, now completed and at work for 72 
kilometres; the general bond further provides 
that any coupons of this issue shall, when due, 
always be receivable as cash in payment for any 
customs or duties at the custom-houses of the 
Republic. The principal objects proposed to be 
effected by this loan are to liquidate the floating 
debt of about 213,0007., and to complete the 
State railway from Asuncion to Villa Rica, and 
aid generally in the restoration of roads and 
public works and the development of the re- 
sources of the country.” Now, what did you 
ascertain, or take any steps to ascertain, respect- 
ing this statement about “ the floating debt of 
about 213,000 1.” ?—In the report of the Minister 
of Finance presented to the senators and deputies 
in 1871, after the war; it is clearly pointed out 
in one of the clauses. 

4071. What is the date of that?—It is in 1871. 

4072. That is a report, you say, of the Minister 
of Finance ?—A report of the Minister of Finance 
presented to the senators and deputies in 1871, 
after the war. 

4073. What date in 1871; was it early in the 
year ?—It is early; I think it is May 1871. 
There is a clause here which gives it exactly. 

4074. Can you tell me when that war was con- 
eluded ?—I think in 1870. 

4075. Is that the war in which it is said 
that Paraguay was engaged with what are called 
the allies ?—Yes; with Brazil and Uraguay and 
the Argentine Republic. - 

4076. Paraguay was fighting the allies ?-— 
Paraguay was fighting the allies alone. 

4077. And the existence of that war, of course, 
was known in Europe perfectly well?--Perfectly. 

4078. And it was a war which unfortunately 
hampered Paraguay most seriously ?--No doubt 
of it. 

4079. That document, as I understand you, 
that report of the Finance Minister issued in 1871, 
which was about a year after the war was closed, 
you say you consulted?—We required a sta- 
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tutory declaration from Terrero, the Consul Gene- 
ral, that all these documents were true, copies of 
documents in his possession; and I have seen 
the original of this Minister of Finance’s report. 

4080. Do I rightly understand you to say, 
that the general effect of that is, that the floating 
debt of Paraguay at that time was about 
213,000 7. p—Yes, I think it was about that in 
round figures. I can give it you, exactly, in 
dollars here. . 

4081. Was that all the information that you 
had before you. Perhaps, it is fair to call your 
attention first of all to another paragraph in the 
prospectus: appended to the prospectus, you 
have a “memorandum furnished by the Govern- 
ment Commissioner” ?—Yes. 

4082. Now, about the middle of that, there is 
this statement: “There is no funded debt, and 
the whole debt of the State, of every description, 
amounts to only 213,335 /.” ?—Yes, that is taken 
from this report, the Minister of Finance’s re- 

ort. 

4083. Liét me ask you, that is not true ?—I 
do not know anything to the contrary. 

4084. Do not you ?—No. 

4085. Has it not been stated to you that the 
debts of Paraguay at this very time amounted to 
over forty millions sterling ?—No, decidedly not. 

4086. Is it the fact, that the debt of Paraguay 
at this very time was 47,200,000 Z. Certainly 
not. 

4087. You do not believe that ?—No. 

4088. Have you seen that stated ?—I heard 
Sir Henry James make his statement in the 
House of Commons, in which he has referred to 
the “ Statesman’s Year Book.” 

4089. The statement at page 547 of the 
“ Stateman’s Year Book” of 1875, is as follows: 
“The Republic had no debt until the war of 
1865-70, which led to the raising of large in- 
ternal loans; in 1871, the Government con- 
tracted a foreign loan, of the nominal amount of 
2,000,000 7. ?—That is incorrect, of course. 

4090. That is a mistake; it ought to be 
“1,000,000 !.”; “bearing 8 per cent. interest, 
through Messrs. Robinson, Fleming, & Com- 
pany, Londen. The loan at the price of 80, was 
hypothecated on the public lands of Paraguay, 
valued at: 19,380,000 7. According to treaty 
stipulations arising out of the war of 1865-70, 
Paraguay is indebted to Brazil to the amount of 
200,000,000 pesas, or 40,000,0002.; to the Argen- 
tine Confederation, to the amount of 35,000,000 
pesas, or 7,000,0007.; and to Uruguay, to the 
amount. of 1,000,000 pesas, or 200,000 J.; being 
a total war debt of 236,000,000 pesas, or 
47,200,000 7. The military force formerly num- 
bered about 3,000 men, principally cavalry ; but 
in the war against the united forces of Brazil, 
Uruguay, and the Argentine Republic, carried 
on during the years 1865-70, the President 
raised an army of 60,000 men, including 10,000 
cavalry and 5,000 artillery. ‘These troops were 
divided for a time into four corps-d’armée of from 
10,000 tu 20,000 men, and had with them 400 
field pieces and battery guns. In 1871, the total 
strength of the army was reduced to two bat- 
talions of infantry and two regiments of cavalry. 
The total cost of the army was set down at 
131,890 pesas, or 26,378 . in the Budget esti- 
mates for the year 1874.” Do you say that that 


statement of the indebtedness, is not true ?—_ 


Certainly, if the information which is given to 


; 
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me only within the last few weeks be correct, — 
there is no truth in it at all. a 

4091. Do you mean that it is entire invention? ~ 
—A gentleman from our establishment, within — 


the last three weeks, called upon the representa- 
tive of the Paraguayan Government here to ask 


whether or not the statement made by Sir Henry — 7 


James was correct, and whether or not the state- 
ment made in the “ Statesman’s Year Book” was. 
correct; and the Paraguay Commissioners told 
him distinctly that there was no figure yet agreed 
as a fixed debt as between the allied Powers and 
Paraguay. 
which a commission will be appointed to fix the 
nominal debt due by Paraguay to the allied 


Powers, but no figure has yet been agreed, and 


no commission has cver sat; so it is quite im- 
possible that the debt can be agreed. 

4092. Then, what you correct is the statement. 
that it has been fixed at this figure ?—If you will 
refer to the “ Statesman’s Year Book” prior to 
that year, you will find that there is no reference 
at all to the debt to the allied Powers in some 

ears. 

4093. After this prospectus was issued, and 
before the allotment, was your attention called 
to the circumstance that a contrary announce-- 
ment had been made respecting the debt of Para- 
guay '—There was no contrary announcement 
made. 

4094. \Was your attention directed to the fact 
that somebody alleged that?—There was no state= 
ment ever made, or brought to our notice at 
all. 

4095. Did anybody call upon you and call 
your attention to Mr. Dudley Baxter’s book ; 
you know the book, | daresay (handing it to the 
Witness); that book was published’ in 1871, I. 
think; did you see the book; it is his work on 
“ National Debts”?—I had the book; I must. 
have seen this book, because i have seen all the 
books bearing upon the loan. 

4096. My informant says he called upon you, 
and called your attention to that very statement 
in that very book, at the bottom of the page 
which I gave you, page 61?—*The South 
Eastern States, the Argentine Confederation, and 
Paraguay and Uruguay, on the Rio Plata, and 
its continuation the Parana, formerly Spanish 
colonies, have populations of 1,740,000; 1,340,000, 
and 470,000; with debts of 14,760,0002., 
5,000,000 2., and 10,000,0007.” That is the 
passage you have handed to me. 

4097. The 5,000,000 2, as I read it, refers to 
Paraguay, does it not?—I presume so; but it is 
written in a very general way. 

4098. It is definite enough, if you read it; 
There are three Republics mentioned there, and 
three debts ’—Yes. 

4099. My question is, was your attention 
called by a gentleman who called upon you, to. 
that statement in Mr. Dudley Baxter’s book ?— 
That I cannot remember. 

4100. I think you will now state that this is 
not quite accurate, this statement in the pro- 
spectus, that “‘ The whole debt of every descrip - 
tion amounts to only 213,335 l.’?—So far as we 
knew at the time it was; we took the reports of 
the Minister of Finance to the Chamber of Depu- 
ties as our ground work. : 

4101. I mean as a fact now; we are now in 
1875; there is no doubt now about the fact, that 
the debts of that State were vastly in excess of 
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that figure ?—I do not know that. If you be- 
lieve the Ministers’ statement here, in which they 
say there is no amount fixed at all, the debt has 
yet to be agreed. 

4102. But it must bé a very large sum; if itis 
not forty-seven millions sterling, it must be’ a 
very large sum ?—I cannot tell you; it is not for 
me to hazard what the debt may be; what we 

are informed is, that the debt, whatever the 
amount fixed that isto be paid for the first 10 
years, is to bear no interest ; for the second 10 
years, 2.per cent. ; and for the third 10 years, 
3 percent. That is the statement made to our 
representative who called upon the Commis- 
sioners of Paraguay a few weeks agv. 


4103. ‘Ehere is one other letter which I think 
you received from ‘errero at the time you re- 


ceived that prospectus, a letter of the 21st of 


November 1871: “Referring to my letter to 
you of this date, authorising you to receive sub- 
‘scriptions for the above loan, I now hereby 
authorise and request you to honour all cheques 
and drafts drawn upon you against the proceeds 
of this loan by Messrs. Waring Brothers, and to 
pay such cheques and drafts, only to the exelu- 
sion even of any which might be drawn thereon 
by or on behalf of the Government of the Re- 
public or me, their Consul General” ?—Yes; that 
is quite correct. 

4104. After you issued the loan, were appli- 
¢ations received from the public?—Yes, very 
large applications. There is one letter in which 
we defined our position with Waring Brothers, a 
letter of the 22nd November 1871. 

4105. Written to whom?--A letter from 
Waring Brothers to ourselves, dated 22nd No- 
vember 1871. 

4106. “ 22nd November 1871. Dear Sirs,— 
Herewith is prospectus of this loan, which we 
approve, and we request you to issue the same 
to the public, and do what may, in your judg- 
ment, be thought necessary to obtain subserip- 
tions for the loan, and for your own services in 
this behalf we undertake to pay you a clear com- 
mission of 1 per cent.:” that, 1 think, was in- 
creased afterwards to 13 per cent. ?—Yes. 


4107. “ On the nominal value of the loan 
placed, in addition to all expenses of and inci- 
dental to the bringing out of the loan; and we 
undertake to indemnify you from all consequences 
resulting from the issuing of the prospectus, or 
other acts necessary to the obtaining subscrip- 
tions for the loan. We also engage to give you 
the option on the same terms of issuing all further 
loans or financial business we may obtain during 
the ensuing five years from the above Republic 
under our contract or otherwise, and should you, 
during the same period, obtain or undertake like 
business for the said Republic, you are also on 
your part to put us with reference thereto on 
the same general terms between ourselves as in 
the present loan” ?—Yes. 


4108. Are those all the letters accompanying 
your first embarking on this business ?—There is 
one letter from Terrero to ourselves, dated the 
22nd of November 1871, agreeing to pay us the 
“remuneration for paying the interest and 
amortization monies for the above loan, 1 per 
cent. on the amount of the monies you so pay 
for interest and amortization; further, 1 engage 
to reimburse you for all expenses of notaries, 
advertisements, and costs connected with the 
0.64. 
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interest, coupons, and amortization of the above 
loan,” the usual banking commission. 

4109. Those are all the letters that passed 
between you in connection with the first intro- 
duction of the loan?—Yes. 

4110, Then you say the loan was applied for 
by the public to a very large extent, was ibe 
Yes, to a large extent. 

4111. Who were acting as brokers for the 
loan ?—Messrs. Mullens, Marshall & Company, 
brokers to the Bank of England. 

4112. And who as bankers ?—Messrs. Prescott, 
Grote, Cave & Company. 

4113. I think on the Ist of December 1871, 
Messrs. Mullens, Marshall & Company applied 
to the committee for general purposes of the 
Stock Exchange in the following communication : 
1st December 1871. Gentlemen,—We, the 
undersigned, request that you will appoint a 
settling day in the scrip of the kight per Cent. 
Public Works Loan of the Republic of Paraguay, 
as early as convenient, and allow the same to be 
quoted in the official list.” And on the following 
day, I think, you sent in this certificate to the 
Stock Exchange: “21, Austin Friars, London, 
E.C. 2nd December 1871. We hereby certify ” 
— I do not know that letter of the 2nd of De- 
cember at all. 

4114. Do you mean to suggest that it was not 
written,?—I have no doubt it was written. 

4115. It has been produced by Mr. De Zoete. 
«We hereby certify that the whcle amount of 
the Eight per Cent. Public Works Loan of the 
Republic of Paraguay, for the nominal amount 
of 1,000,000 7. steriing issued by us, has been 
fully subscribed for by, and allotted uncon- 
ditionally to, the public, and the 20 per cent. 
deposits paid thereon ; further, that the scrip is 
ready for delivery, and that there is no impedi- 
ment to the settlement of the account? ”—There 
is no date in my copy to that. 

4116. I have got the date here, * 9nd Decem- 
ber 1871?”—Mine is machine-copied; that 1s 
the reason I could not tell you the exact date. 

4117. Is that true that the loan had been 
“ fully subscribed for by, and allotted uncon- 
ditionally to, the public ?”—Perfectly. 

4118. Howis that consistent with that arrange- 
ment with Messrs. Waring and Terrero ; will you 
just explain that ?—There is 20 condition at all 
to any of the allotments made to the public. 
People might have put the allotments in the fire 
if they had chosen; there is no condition attached 
to any of the allotments. 

4119. What you mean is, that as far as you 
are concerned, applications came in for. the full 
amount of one million sterling ?—And they were 


allotted to the public without any condition bemg _ 


attached to them. 

4120. And as far as you are aware, you do 
not know by whom these applications were made? 
—Except the names and addresses and amounts 
ofthe allotments in the allotment book. , 

4121. The 20 per cent. is made up of the two 
items of 5 and 15 per cent. ?—Yes. 

4)22. Do you know really, as a matter of fact, 
from whom these applications did come?—Not 
further than this; we had no condition or no 
arrangement with anyone connected with the 
allotments. 

4123. As a matter of fact, were these applica- 
tions from the outside public bond fide applica- 
tions, or from nominees and friends of the 
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Warings?—‘So far as we know, they were entirely 
bond fide applications. 

4124. You have had great experience in these 
things; can you at all enlighten the Committee 
as to where they came from?—No; so far as we 
know, they were bond fide applications from the 
public. 

4125. You do not know anything to the con- 
trary ?—No, nothing to the contrary. 

4126. I think a special settling day was 
granted for the 8th of December ?—Yes, I think 
the 8th or the 9th. I was referring this morn- 
ing, and I think it must be the 9th or the 8th; I 
am not exactly sure. 

4127. Do you know of any syndicate having 
been formed for the purpose of dealing with this 
loan ?—We had only to look to Messrs. Waring 
Brothers ; our arrangement was solely with 
Messrs. Waring Brothers; but as a matter of 
fact we know that Messrs. Waring Brothers had 
other parties interested with them in the success 
of the loan. 

4128. Do you know who those other parties 
were ?—We know two of them, but there might 
have been more for anything that we know. 

4129. Probably, Mr. Charles Waring will tell 
us, when he is here. Do you krow as a fact who 
those other parties were ?—The two that we 
know. were Mr. Samuel Laing and Messrs. 
Grant & Company that were interested with 
Messrs. Waring Brothers. 

4130. Did they form a syndicate ?—We had 
no knowledge of what arrangement they had to- 
gether. 

4131. You do not know what the terms of the 
agreement were ?—No. 

4132. You had merely to receive the money 
and account to Warings for it?—We acted as 
the agents of Messrs. Waring Brothers, in bring- 
ing out the loan for a fixed commission; we had 
to account for the total gross amount received 
from the public. 


4133. What were the amounts you received ?- 


—We received, after all the instalments were 
paid up, from the public 760,000 7, less a few 
pounds for discounts for pre-payments, that is 
800,000 7. gross, less 40,0007. for the two coupons. 

4134. That is 760,000 7. nett ?—Yes. 

4135. Did you hand that 760,000/. over to 
Messrs. Waring ?— Yes, we accounted for the 
exact sum of 760,000 2. to Messrs. Waring 
Brothers. 

4136. What was actually done with the 
760,000 J. ?—Messrs. Waring Brothers will be 
able to produce their account as with the Go- 
vernment, showing that they accounted to the 
Government for 640,000 7. in terms of their con- 
tract; the balance, of course, would be retained 
by them, less the commission which they paid 
to us. 

4137. You have furnished me vith the actual 
figures; perhaps you will give them to the Com- 
mittee; as I understand from your statement 
400,000 2. was sent in sovereigns to Paraguay ?— 
That was shipped by ourselves; 403,000 2. alto- 
gether was shipped by ourselves. 

4138. And. was there 160,000 Z. invested for 
the purpose of paying interest and making a 
sinking fund ?—Yes, it was in Government secu- 
rities ; 

4139. Leaving a balance of 200,000 7. in the 
hands of Warings, and that made up the whole 
760,000 7., is that right ?—Yes, it is not actually 
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760,000 ., because some allowances for pre-pay- 
ments under discount, trifling amounts; but 
substantially that is correct. ; 

4140. You can give us no information asto 
the dealings with this loan between the time of 
the subscription and the allotment ?—None. — 

4141. You had nothing to do with that ?— 
Nothing whatever; as a matter of fact we knew 
that purchases had been made, and were made, 
but so far as we were concerned we had nothing 
to do with the purchases ; as a matter of fact we 
never had any dealing, direct’ or indirect, with 
any single 1007. bond. 

4142. You did not buy for yourselves or any 
body else ?>—No; we were never interested, and 
knew nothing at all about it. 

4143. With the exception of a letter which I 
will ask you about in a moment, is that all that 
you know of the 1871 loans; I am not over- 
looking the letter of April which you have 
sent me, from Terrero to you; but otherwise 
have you told us all that you know respecting 
the 1871 Paraguay Loan ?—As a matter of fact, 
we know that Messrs, Waring Brothers accounted 
to the Government for 640,000 J. in their account 
current, a copy of which I could produce to 
the Committee if necessary. 

4144. Is there anything further about the 1&71 
loan that you wish to state?—We know, as a 
matter of fact, that Senor Terrero sent out to his 
Government copies of all the documents connected 
with the 1871 loan; he, in a letter, I think of the 
11th of January, sent all the documents to his 
Government at Paraguay, and he got a despatch 
from his Government, dated 28th of February 
1872, ratifying everything that had been done. 

4145. That you have got, I think ?—Yes; 
that is a notorial translation of “it (handing 
at in). 

4146. Do you consider it material to read it 
at all?—It is simply this; that Terrero sent out 
to his Government all the documents connected 
with the 1871 loan, with every document con- 
nected with the issue of it, and the Government, 
on the 28th of February 1872, acknowledge the 
receipt of all those documents, and ratify all 
his acts, and acknowledge the receipt at the 
same time of the first remittance of 100,000 J. 

147. That is the substance, is it, of this long 
letter which you have handed to me ?—That is 
the substance of it. 

4148. Do you wish it read?—I refer to it 
simply as ratifying everything connected with 
the 1871 loan. ; 

4149. And J think you afterwards received a 
letter yourselves, dated the 30th April, from 


‘Terrero?—Yes; on the 30th of April 1872, we 


received a letter from Terrero after we had ac- 
counted to Waring for 760,000 2, 

4150. “30th of April1872. Dear Sirs,— Having 
received from Messrs. Waring Brothers their 
account, showing that you have duly accounted 
through them as arranged for the nett proceeds 
of the recent loan of one million sterling to my 
Government, I have much pleasure, now that all 
accounts between ‘us in this matter are adjusted 
and concluded, in expressing my thanks for your 
assistance, and my perfect satisfaction with your 
conduct in this important transaction, and which 
has equally the approval of my Government ”?— 
Yes; there is just one thing I might mention in 
connection with the 1871 loan, that there was a 
small balance in our hand deposited with Maximo 
Terrero, 
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Terrero, to pay a certain claim against the Go- 
vernment of Paraguay, an amount of 1,600 /. 
odd, to pay a certain claim by one Lees, against 
the Government of Paraguay. The Govern- 
ment of Paraguay sent over to this country a 
special commissioner in 1872, and they instituted 
Chancery proceedings against us ; that 1,600 2. 
was eventually paid over to this special commis- 
sioner, and we got his reputation of all the 1871 
loan besides. 

4151. ‘This stock in March 1872, I think, was 
at 84 to 9 per annum, is that so ?—It does not 
say in my table; I do not know. 

4152. Do you know that in April 1872 it was 
as high as 163 to 173 premium ’— According to my 
table here, I see that the highest in 1872 was 973. 

4153. What is that document in your hand? 
—This document in my hand is a document con- 
taining details of the principal foreign loans that 
have been issued during the last 10 years; it 
gives the name of the loan and the rate of in- 
‘terest, the price of issue, the original amount of 
the loan, the names of the firms that issue them, 
the date of issue, and the premium. 


Sir Henry Holland. - 


4154. You said that Messrs. Waring accounted 
for 640,0002, how exactly was that sum ac- 
counted for; there was 403,000 J. sent to Para- 
guay, 160,000 7. invested in Government secu- 
rities, and 200,0007. in the hands of Messrs. 
Waring; how do you make out the exact sum 
of 640,000 0. which you say they accounted for 
to the Government ?—I have here. the copies of 
the accounts current connected with the 1871 
loan which they rendered to the Government. 
Messrs. Waring Brothers have the originals ; 
and if Messrs. Waring Brothers do not put them 
‘in, I am quite willing to put them in. 

4155. You gave that sum and some other 
sums, but those did not account for the exact 
sum of 640,0007.?—They are all in detail here, 
bringing down the exact figure of 1,604. 7s. 10 d., 
which was left. in our hands to settle that par- 
ticular claim of Lees against the Paraguay. Go- 
vernment, which we eventually paid over to the 
Paraguay Government. 

4156. Is that Messrs. Waring’s accounts ?— 
Yes; and copies of these we received trom the 
-Commissioner Maximo Terrero. i 


Mr. Watkin Williams. 


4157. Now we have got down to April 1872, 
when the 1871 loan, I think you have told us, 
was at a premium of 173 ?—That I cannot say ; 
I say the highest price in 1872 was 974 ; I can- 
not tell you if it was in April. 

4158. In May 1872 were you applied to to 
bring out another loan?—Yes. 

’ 4159. I think you were applied to direct, were 
you not?—Yes, we were applied to direct by 
Don Maximo Terrero. 

4160. Do you produce a letter of the 31st of 
May 1872 from Terrero to yourselves; Terrero 
to Robinson, Fleming & Company. “ Dear Sir, 
-—Paraguay Loan of 1872, referring to the 
agreement of this date;” have you got that 
agreement ?—Yes, I have got that agreement; 
it is in the answer to the bill in Chancery, and all 
the principal documents are set out there. 


Mr. Bourke. 


4161. Who is that bill against ?—A bill filed 
0.64. ' 
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by four gentlemen against Terrero and ourselves ; 
it is one of the numerous bills at present in 
existence. 


Mr. Wathin Williams. 


4162. I should have asked you, there are pro- 
ceedings to which you are parties arising out of 
these loans ?—At the present moment there are 
five bills in Chancery in existence, arising out of 
the Paraguay loans. 

4163. Not all against you, I hope?—Two; we 
are parties to two; and there are five or six 
common law actions besides against us partly, 
and against other parties. 

4164. Do you make any objection or difficulty 
in the way of giving information to the Com- 
mittee ?—Not so far as we are concerned. 

4165. You do not apprehend that it will affect 
your position ?—Not our own position; we are 
desirous of giving every information in our 
power. 

4166. You say the documents are to be found 
in the answer ?— Yes. 

4167. “ Referring to the agreement of this date 
(27th), I have concluded with you on behalf of 
my Government ; I beg to state for your satisfac- 
tion, that such portion (if any) of the above loan 
as shall be applied for by you, and subscribed or 
purchased in the market, by or on your behalf, 
for the purpose of promoting the success of the 
loan (an which you are at liberty to do to any 
extent you think expedient), shall not. be con- 
sidered as subscribed for or issued within the 
meaning of the Article 5 of such agreement, but 
shall be regarded as not placed, and you shall 
not be required to account to me or my Govern- 
ment for the same, unless or until you shall have 
sold and disposed thereof within the period of 
twelve months mentioned in Article 8 of the 
said agreement, and I beg to inform you that 
your statement of the amount you shall have 
disposed of shall be accepted as correct” ?— 
Yes. : 

4168. Then the agreement is an agreement 
substantially the same in form as the one that 
we read before between Terrero and Warings? 
—I think it is perhaps a little more decided. 

4169. “An agreement made the 27th May 1872, 
between Don Maximo Terrero, of Belsize Park, 
in the county of Middlesex, Esquire, appointed 
Chargé d’Affaires and Consul General of the 
Republic of Paraguay in London, acting herein 
in the name, and on the behalf, of the said Re- 
public, and in virtue of full powers conferred on 
him by the Executive Government of the said 
Republic, of the one part, and John Fleming, 
George Fleming, William Forest Malcolm, and 


Henry Luke Robinson”; that is your firm ?— 


Yes. : 

4170. “ All of Austin Friars, in the city of 
London, merchants, carrying on business in co- 
partnership under the style or firm of, and sign- 
ing this contract as, Robinson, Fleming & Co., 
and hereinafter referred to as the contractors. of 
the other part: Whereas the said Republic of 
Paraguay being desirous of raising a loan of 
2,000,000 Z. sterling in London, have, under date 
of the 7th of March 1872, duly authorised the said 
Maximo ‘errero to raise the same.” hen the 
agreement is as follows :—“(1.) The contractors 
shall and will aid and co-operate with the 
said Maximo Terrero in negotiating and raising 
for the said Republic of Paraguay a loan of the 

Z3 nominal 


Mr. 
G. Fleming. 


26 April 
1875. 


Mr. 


182 


Mr. Wathin Williams—continued. 


G. F kaping. nominal amount of 2,000,000 J. sterling, upon the 


26 April’ 
1875. 


terms of this agreement and of the prospectus in- 
tended to be issued, which has been already pre- 
pared, and a print of which is intended contem- 
poraneously with the examination of this agree- 
ment, to be signed as approved by the said 
Maximo Terrero. ~(2.) The said loan shall bear 
interest at eight percent. per annum in its 
nominal value, and be redeemable by means of 
a cumulative sinking fund of two per cent. on 
the nominal value of the said loan, together 
with interest on the bonds then already drawn 
and discharged. (3.) The said loan shall be 
secured by a general bond, to be executed by 
the said Maximo Terrero, in the name of the 
said Republic, charging the general revenues, 
property and taxes, imports, and all the landed 
estates, mines, quarries, houses, buildings, rail- 
ways and property, and especially by hypothe- 
cating the customs duties of the Republic (subject 
only to the hypothecation for the Public Works 
Loan of 1871) with and for payment of the prin- 
cipal and interest and bonus of the said loan, and 
also by such serial bonds or certificates for 1,000 Z., 
500/., and 1002. respectively. Such genera] 
and serial bonds shall be in such form and con- 
tain such provisions consistent with this agree- 
ment, as the contractors may determine; and in 
particular, saving all proper priority, to the 
aforesaid Public Works Loan, 1871. (4.) The 
moneys to be raised by the said loan shall be 
paid into a London bank in the name of the said 
contractors, who shall account to the said Maximo 
Terrero on behalf of the Government for the 
same as hereinafter provided. (5.) If a settle- 
ment is granted,” it goes on to say, you are to 
account for a price of 73 /.?— Yes; perhaps you 
will read through clause 5. 

4171. “Jf asettlementis granted by the Stock 


Exchange, the contractors shall, within 15 days - 


thereafter, account to the said Maximo Terrero 
on behalf of the Government at the price of 73 L., 
as and when received for every 100/. nominal 
value of bonds,” which shall be subscribed for and 
permanently placed with the public ?—Yes. 

4172. That is pretty much the same_as the one 
we had before ?—A little more decided. 

4173. “ (6.) The time at which the said loan 
shall be issued to the public shall not be later than 
the 31st day of December 1872; and the differ- 
ence between the issue price of the said bonds, 
which is fixed at 8572., and the amount of 73. 
per cent. on the nominal value cf all the bonds 
subscribed for and issued, or sold, or disposed ef, 
to the public, shall be a first charge on all the 
monies received,” &c. Then the 7th paragraph 
refers to detail ohly ?—Yes. * 

4174. Then the 8th seems to be material to 
read: ‘“ Until the expiration of 12 months from 
the settlement on the Stock Exchange, the con- 
tractors alone shall be at liberty (and if they think 
fit, by the issue of one or more new prospectuses) 
to dispose of any unplaced portion of the loan, 
accounting for the same tothe Government at the 
price aforesaid; and if any portion of the loan 
remains unplaced at the end of such period of 12 
months, the Government may dispose of such por- 
tion as they think fit,” &c. ?—Yes. 

4175. Are any of the other clauses necessary to 
be read ?—I think not; they are general clauses, 
very much the same as the clauses in Waring’s 
contract. 

4176. Then you brought the loan before the 
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public?—Yes; we issued the prospectus of the 
loan. 

4177. Have you got the prospectus there ?— 
Yes. 

4178. Two million pounds stock in bonds of 
1,000 2., 5002, and 1002. each; issue price, 85 
per cent.; and the instalments 5 per cent. on 
application, and 10 per cent. on allotment; that 
is different from the former one ?—Yes. 

4179. And then running down with various 
instalments, 20 per cent., 10 per cent., 15 per 
cent., 10 ‘per. cent., 15 per’ )¢ent., the -last, 
making up the 85 per cent. being due on the 
lst January 1873 ?—Yes. 


4180. And then “The present loan has been 
voted by the Legislature, with a view tv develop 


the resources of the country, and.in accordance 
therewith, a committee will be established in 
London to supervise the sale of the public lands 
and the application of the proceeds to the redemp- 
tion of the loans contracted in England, which 
affords the best proof of the good faith with which 
it is’ wished to guard the application of the 
money ”; I do not think there is anything in this 
about the other loans, is there ?—-There is simply 
the memorandum furnished by the commis- 
sioner to us on issuing the second loan. It gives 
the law of Congress of 7th February 1872, “ re- 
commending appropriations of the following 
monies, in which are included the proceeds of the 
loan of 1871.” 

4181. There is nothing particular to call atten- 
tion to in that now; we have got it in evidence 
already. There is no statement or representation 


in this prospectus, is there, respecting the other 


loans of the State ?—Not at all, unless that this 
follows the charge given for the first loan, “ sub- 
ject to the special hypothecation for the Public 
Works Loan of 1871.” ? 

4182. I think you told us that in bringing out 
this loan vou contracted directly with the Govern- 
ment of Paraguay, and not as agents for Messrs. 
Waring Brothers ?—Not as agents for Waring 
Brothers. 

4183. But I believe you did enter into nego- 
tiations with Messrs. Waring, and wrote them a 
letter of the 31st of May 1872 ?—By our agree- 
ment with Messrs. Waring Brothers, of 22nd 
November 1871, we were bound to put them 
with reference to any business which we had with 
Paraguay, on the same general terms with our- 
selves as in the 1871 loan; and accordingly we 
agreed with Messrs. Waring Brothers that our 
commission for the 1872 loan was to be 22 per 


cent.; the difference between the 23 per cent. — 


and the 12 per cent., namely, 92 per cent., was 
to be accounted for by us to Messrs. Waring 
Brothers. 

4184. This is, I believe, the letter which I 
now refer to of the 3lst May 1872, by your 
house to Waring’s. ‘“ Dear Sirs,—Paraguay 
Loan, 1872. Being obliged to foresee the possible 
case of attempts being made to defeat or de- 
preciate the Paraguayan Loan, for which we are 
contractors, by speculative sales, we authorise 
and request you to buy for our account, such 
amount of the said loan not exceeding 1,500,000 J. 
nominal capital, as you may by or out of such 
purchases deliver to us at par or issue price ; such 
stock to be delivered to and to be paid for by us 
on the first settlings day fixed by the Stock Ex-. 
change; this authority to be irrevocably in force 
until the next settling day fixed by the Stock 


_ Exchange. — ‘ 
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; substituted for 


_ Exchange. We are, dear Sir, yours truly 


(signed), Robdinson, Fleming §& Co.” ‘ This 
authority extended to the 29th June 1872” ?— 
Yes; it is more correctly stated in the answer to 


the bill in Chancery; the letter is exactly word 


for word, but the letter originally was 500,000 /., 
and it was subsequently, a few days afterwards, 
given up in exchange for another letter of the 
same date, and in the same words, except that 
the words “not exceeding 1,500,000/.” were 
the words “not exceeding 
500,000 /.” 

' 4185. Now this arrangement, as I understand, 
embodied in this jast letter, was cotemporaneous 
with your issue of the prospectus ? — Cotem- 
poraneous. 

4186. When the prospectus was issued was the 
loan applied for to a very large extent?—It was 
applied for nearly twice over; the exact figures 
are nearly 3,800,000 /., I think. 

4187. And the full amount allotted, and in- 


_stalments paid upon it to the extent of 15 per 


cent., I believe ?— Yes. 

4188. And I think on the 12th of June an 
application was sent by Mullens & Marshall to the 
committee of the Stock Exchange. ‘‘ We, the 
undersigned, request that you will appoint a set- 
tling day in the scrip of the Eight per Cent. Public 
Works Loan, 1872, of the Republic of Paraguay 
as early as convenient, and allow the same to be 
quoted in the official list.” And two or three 
days afterwards a certificate is sent in signed by 
your house, Robinson, Fleming & Company, 15th 
of June 1872. “ We hereby: certify that .the 
whole amount of the Eight per Cent. PublicWorks 
Loan, 1872, of the Republic of Paraguay, for the 
nominal amount of 2,000,000 J. sterling, issued 
by us, has been fully subscribed for by, and 
allotted unconditionally to, the public, and 15 per 
cent. deposits paid thereon; further, that the serip 
is ready for delivery, and that there is no im- 
pediment to the settlement of the account ”’?— 
Yes. 

4189. And IJ believe a special settling day was 
granted you by the Stock Exchange committee 
for the 21st June following?—Yes; either the 
20th or the 21st of June. 

4190. Was there a syndicate formed for the 
purpose of promoting (1 think that is your ex- 
gainnies the interest of this loan ?—We did not 

orm any syndicate; you are putting the ques- 
tion as if we had formed a syndicate for pro- 
moting it. 

4191. You wroteva letter of the 31st of May 
to Messrs. Waring, authorising them to buy on 
your account stock to the amount of 1,500,000 /. ? 
—Yes. 

4192. And as I understand, you also had re- 
ceived at that time a letter fromthe Government 
to the effect that any purchases made by you or 
your nominees ?—No ‘“ nominees.” 

4193. That any purchases made by you should 
be merely as between you and the Government, 
treated as nominal purchases ?—As not placed. 

4194. As a fact, wasa syndicate formed for the 
purpose of promoting the interests of this loan? 


- —I will tell you all that we know about it. We 


had to account by our letter of the 22nd Novem- 


_ ber 1871, to Messrs. Waring Brothers, for 93 


er cent.; we had to put Messrs. Waring 


rothers in the same relative position in the: 


1872 loan as we were in the first loan, as regards 


_ our remuneration ; we had to receive 23 per cent. 
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out of the 12 per cent., so that left 92 to be ac- 
counted for to Messrs. Waring Brothers. Messrs. 
Waring Brothers afterwards asked us to divide 
that 93 per cent. into three portions, about four 
per cent. to themselves, about four per cent. to 
Messrs. Grant & Company, and about two per 
cent. to Mr. Laing. 

4195. What do you want us to understand 
from that, that a syndicate was formed by Mr. 
Waring, and Mr. Albert Grant and Mr. Laing ? 
—I do not say it was a syndicate. 


4196. We will not be particular about the 
name; there is no magic in the name ?—'They 
were interestedsin the success of the loan. 


Mr. Bourke. 


4197. A combination? — A combination. of 
people interested in the success of the loan to the 
extent of four per cent. for Messrs. Waring 
Brothers, four per cent. Grant & Company, and 
two per cent. Mr. Laing. 


Mr. Wathin Williams. 


4198. That was the shares of the difference 
between the contract price of 737. and the issue 
price of 85 1. ?—Yes. 

4199. We will not be particular as to what 
that combination is called at all ?—I believe it is 
commonly called a syndicate. 

4200. I think you have heard the name before ? 
—Frequently. 

4201. Now, that combination having -been 
formed, will you kindly inform us ‘what they 
proceeded to do to promote the interests of the 
loan ?-— Messrs. Waring Brothers made pur- 
chases on the market to counteract the large 
speculative bear sales that were made, and they 
did that up to the extent of 1,437,800 /., leaving 


‘a difference of 562,200 7. permanently placed with 


the public. 

4202. Does that figure which you have now 
given include the 129,800/. which had been 
originally subscribed for by Messrs. Robinson & 
Fleming ?—Yes. 

4203. And purchased back by the Government 
from them ?—Yes; at par price. 

4204. In those two figures which you have 
now given us, the 1,437,800 2., and the 562,200 J. 
make up the whole amount of 2,000,000 J. ?— 
Yes, the 2,000,000 7. loan. 

4205. Do I rightly understand you to say then 
that the ‘‘ syndicate” (for want of a better term) 
bought back from the public the whole of the 
loan that had been applied for, less 562,200 J. ?— 
No; I must make: a little correction: The 
amount actually purchased by Messrs. Waring 
Brothers under the authority given to them, was 
1,308,000 7., and ‘the amount that the Govern- 
ment bought back from us—— 

4206. 1 think I can put it ina little better order. 
As I understand. now, what Messrs. Waring 
bought under these circumstances was 1,308,000. ? 
—Yes. 

4207. And did Robinson & Fleming buy 
129,800 7.?—No; we bought nothing. 

4208. I thought you said you did, and the 
Government bought it back ?—You say that we 
bought; we bought nothing. The Government 
bought back from us our allotment of 129,000 2., 
which made exactly the 1,437,800 /. 

4209. I do not quite understand how it came 
to be your allotment ?— We made applications. 

ZA4 4210. The 
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4210. The 129,800 /. was what you subscribed 
for, and was allotted to you ?—Yes. 

4211. Then the Government bought back that 
from you, is that so’—The Government bought 
that back from us at par price. 

4212. What is the effect upon these operations 
of which you have just told us; does it remain 
thus, that all that the public really bought or re- 
tained was 562,200 /.?—Yes; quite so. 

4213. Then this 1,400,000 7. odd was only ap- 
parently bought on account of the Government ; 
is that so?—That isin reality bought; the bonds 
are held by the Government at the present mo- 
ment. 

4214. Apparently bought, but on account of 
the Government ?—On account of the Govern- 
ment. 

4215. They get no benefit of that ?—None 
whatever. 

4216. Is it not somewhat misleading to an- 
nounce that the whole loan had been subscribed 
for twice over by the public, when the result is 
that really only about a quarter of it. was 
taken by the public? — We did not announce 
that the whole loan had been subscribed for twice 
over. 

4217. Was there any announcement in the 
papers to that effect %—Yes; I believe there was 
an announcement in the papers, but then that 
was not put in by our authority, or with our 
knowledge. 

4218. Who put it in the papers ?—I presume 
the City editors here make inquiries. 

4219. You are not responsible for it ?—No. 

4220. It gets in by rumour and report ?—Yes ; 
generally the City editors of papers call cn firms 
issuing loans, and ask what is the amount of the 
applications, and get information in that way. 

4221. Was it not somewhat misleading then to 
state that the whole loan had been subscribed for 
by, and unconditionally allotted to, the public? 
—Certainly not; it is perfectly true. 

4222. But how is that consistent with the fact 
that in theresult of these operations only 
562,200 7. is permanently placed with the public? 
—In this way; until the day of settlement, or 
what is called in the Stock Exchange, making 
up the accounts, it is quite impossible to know 
the the amount that is definitely placed of a 
loan. I might.give you an instance in point, just 
toshow you; Lallude to the Italian State Domain 
Loan; that was issued by the General Credit 
Company for 8,000,000 /. sterling; 3,500,000 /., 
I think, was issued in the London market, and 
the balance in Paris; but, as a matter of fact, at 
the date of that allotment the whole of that loan 
was bought back, and before the settlement every 
bond of that was placed. 

4223. You mean definitely placed ?-—Definitely 
placed. 

4224, That is, as it so happened, I suppose ?— 
It is quite impossible to know how the accounts 
will terminate until the day of settlement. If 
good reports, for instanee, connected with the 
loan, are circulated, or come out between the 
allotment and the day of settlement, the original 
allottees would hold on to their applications, and 
the bears would require to buy back all that they 
had sold in blanco. 

4225, Can you give the Committee the exact 
dates between which this sum of 1,308,000 Z. was 
bought back by Messrs. Waring ?—No; we have 
no dates. 
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4226. It was after allotment, as I take it from 
you ?— That I cannot tell you. hee 
4227. You do not know at all?—We know a 
declaration was made to us by Messrs. Waring 
Brothers on the 2nd July, that so much of the 
loan had been bought back in conformity with 
the letter of the 31st May 1872. 
4228. Now on the 17th June 1872, I think 
you received a letter from Terrero respecting 
the contract for emigrants. ‘“ I have read and 
approve the annexed contract, and request you 
to sign it on behalf of the Government of Para- 
guay, and to retain the necessary funds for 
covering your agreements thereunder, and also 
your own commission, out of the proceeds of the 


Public Works Loan, 1872, for which this shall — 


be deemed your full authority; and I undertake 
to put this into any more formal shape which 
you may require, it being my wish that you 
should be, amply protected. Yours truly, 
Maximo Terrero.” For the total number of 
emigrants not to exceed, till further authorisation 
be given to you, 500 families, that is, you may 
send up to equal 1,500 statute adults, and in ad- 
dition the 1,000 emigrants contracted for from 
the continent. Your remuneration to be 5/. per 
head sent off, and also all expenses to be paid to 
you for sub-agents’ charges, of whatever kind you 
may incur in connection with emigration ?—Yes, 
that is correct. 

4229. And on the 27th June there was a 
further letter, I think, from Terrero; have you 
got that >—Yes. 

4230. © Dear Sirs,—With reference to the 
allotments of the Paraguay Loan, 1872, to your- 
selves and to the members of your firm, and 
which you have explained to me that you do not 
wish to continue to hold.” Does that refer to 
the 129,800 /. ?—Yes ; that is set out in the bill 
in Chancery. 

4231. “I can foresee that if sold on the market, 
the effect would be prejudicial to the ultimate 
success of the loan, and 1 hereby request you to 
re-sell it to the Paraguay Government at the par 
issue price, and of course there will be no dividend 


payable to you on lst July on the scrip. I. 


should be obliged by your acceding to this 
course ”?—That is quite correct. 


4232, That is the operation that you described 
as the Government buying hack from you the 
amount of your subscription?—The amount of 
our allotments. 


4233. Now, onthe 4th July, I think, you wrote 
to Terrero, telling him what you have already 
told us about the result of this loan?—Yes; in 
conformity with a certain clause in our con- 
tract. F 

4234, “4th July 1872. Dear Sir,—Paraguay 
Loan, 1872. We have now to declare that which 
you already know, viz., that 562,200 7. only of the 
new loan has been definitely placed under our 
contract with you as acting on behalf of the Re- 
public of Paraguay. You have already approved 
of what we have done; but it would be satisfac- 
tory to usto have your confirmation in writing. 
It has been a pleasure to us to have had the bene- 
fit of your personal advice and assistance in all 
that we have done. The numbers and amount of 
the scrip so purchased are noted on a separate 
sheet of paper”; is that addressed to Terrero ?— 
Yes, to Terrero. 

4235. There are two other letters you have 


Mr. Watkin Williams—continued. 
sent; one is of the 6th of July, from Maximo 
Terrero to you ?—Yes. 

4236. “Dear Sirs,—I have received your formal 
communication to me of the fact that 562,200 1. of 
the Paraguayan Public Works Loan, 1872, has 
been permanently placed within the meaning of 
your contract. ‘This amount [ consider satisfac- 
tory, having regard to the difficulties which have 
presented themselves, and also to the depression 
of the market, caused by the failure of other 
South American Loans, which rendered it neces- 
sary for so large an amount to be bought back 
under my authority.” At this time, the 6th of 
July 1872, had anything happened about the 
Honduras Loan ?--Yes; the ship loan, the 
15,000,000 /. loan was withdrawn, and there was 
great distrust at the time of every South American 
Loan. 

4237. They were all discredited, were they? 
—Very much}; and there was/a regular row on 
the Stock Exchange against all South American 
stocks. 

4238. “ You have from time to time communi- 
cated to me the details of everything connected 
with this loan, and I wish to express to you my 
entire satisfaction with all you have done, and 
which I am sure will meet with equal approba- 
tion of the Government I represent. ‘That is 
signed Maximo Terrero, and it is addressed to 
Robinson & Fleming. Then on the 31st of 
July 1872, Maximo Terrero to Messrs. Robinson 
and Fleming. “Dear Sirs,—You have at my 
request, as representative of the Government. of 
Paraguay, signed an agreement with Messrs. 
Naubleau and Dubois, and with Messrs. Billiatt, 
and you are also about to sign agreements in the 
same way with Mr. H. Cavendish Angelo, and 
also with other parties on account of matters con- 
nected with emigration as you have agreed with 
me to do so. I now authorise you to appropriate 
such a portion of the proceeds of Paraguay 
Public Works Loan, 1872, to the repayment of 
all sums you may have to pay under or in con- 
sequence of the said agreements, it bemg the 
intention that you should be fully covered under 
such agreements by or out of the proceeds of 
the said loan.” Is that right ? —Quite correct. 

4239. I think thatat one period the Govern- 
ment sent oyer some fresh representatives to this 
country ?—The Government of Paraguay passed 
a law on the Ist July 1872, appointing a special 
commissioner to come over to this country to in- 
vestigate all matters connected with the 1871 and 
1872 loans, and they appointed Senor Benitez. 

4240. He cume over, when ?—He came over 
in September. 1872, about three months after the 
second loan was issued. 

4241. I do not want to go into detail about 
this unless it is wished, but he made some claim 
onyou, I think ?—He filed a bill in Chancery 
against us in the beginning of December 1872, 
anaking a great» many unfounded ‘accusations 
against our firm. 

4242, We will notog» intovall that; but he 
made a claim upon you, and did: you ultimately 
‘come to arsettlement with him ?—W e did. 

4243. And he-retarned, I think ?— He re- 
turned. 
+4944, With acconsiderable sum of money, I 
think, did shesnot?—There was an agreement 
eome to with hime in “March 1873; after the bill 
had been filed, and the answer filed,» and :cross 
examinations had:taken place for five or six days 
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in succession, not only of myself, but of Don 
Maximo Terrero, and the previous representative, 
an agreement was come to between Benitez and 
ourselves, and it was ratified by an order of 
the Court of Chancery, and the money paid over 
to him under that order. 

4245, It. was a large sum, was it not ?—We 
rendered our account to him for the 562,200 /.. 
and that account was ratified by him. 

4246. It is in relation to that sum, the proceeds 
of the loan of 1872, that this claim was made, is 
it not ?—He made a claim for matters connected 
with the 1871 loan as well as the 1872 loan, and 
there was a small amount, I think 1,6000. of 
the 1871 loan, which was.paid over to him as 
well as the total proceeds of the 1872 loan. 

4247. He went back to Paraguay ?—He did. 

4248, I believe he also was superseded by a 
fresh commissioner ?—He was superseded by the 
special commissioners at the present moment. 

4249. And they are here ?— Yes. 

4250. What are their names ?—Uriarte and 
Caballero. 

4251. The Government of Paraguay, as I 
understand, were dissatisfied with Senor Benitez ? 
—Would you just allow me to explain that the 
agreement that was come to in the Court of 
Chancery in March 1873, was subject to the in- 
vestigation of all our accvunts by a firm of 
accountants appointed by Benitez. 

4252. Were they Messrs. Fletcher ? — Yes, 
that firm of accountants. Mr. Fletcher and his 
two junior partners and a clerk came to our 
counting-house two or three weeks, investigating 
all our books and papers, and they made a very 
elaborate report on everything connected with 
the loan, which I will ask you in justice to our- 
selves to read part of. 

4253. Was the bill filed by Benitez against 
your firm alone ?—The one filed by Benitez for 
the Government was filed against our firm 
alone. 

4254. Mr. Benitez came over as a special com- 
missioner really to overhaul the transactions of 
Terrero ?—Yes. 

4255. And made a claim upon you partly 
founded upon the loan of 1871, and partly upon 
the 562,0002., the proceeds of the loan of 1872, 
and filed.a bill in Chancery against you for the 
purpose of enforcing those demands ?—Yes. 

4256, And a settlement was come to, confirmed 
by a-decree of the Court of Chancery, between 


you, subject to an inspection of the accounts by 


Messrs. Fletcher ?—Yes; before the decree was 
passed it was arranged that Messrs. Fletcher 
should investigate the accounts. 

4257. Messrs. Fletcher investigated the ac- 
counts between you and the Government of 
Paraguay very fully ?—Yes. 

4258. And ihey madea-report to Senor Benitez? 
-—Yes. Reyes 

4259. And that is what you. desire wo have 
read now ?—Yes. 


Sir Henry Holland. 
4260. And the decree was made after that re- 
port?—Yes, the decree was made after that 
report. 


Mr. Watkin Williams. 


4261. You agree that that puts it clearly ?— 

I think so. 
4262, London, 4th of April 1873, addressed to 
AA+ his 


Mr. 
G. Fleming. 
26 April 
1875. 
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his Excellency Senor Gregorio Benitez, Envoy 
Extraordinary and Minister Plenipotentiary of 
the Republic of Paraguay, in England, “ Sir,— 
We beg to report to you the results of an exami- 
nation of the books and accounts of Messrs. 
Robinson, Fleming & Company, the contractors 
forthe Hight per Cent.Public Works Loan of 1872, 
of the Republic of Paraguay, which we have just 
completed, in compliance with your instructions. 
I. Issue of the Loan.—The contract authorising 
the issue of this loan is dated the 27th day of 
May 1872, and is made between Messrs. Robin- 
son, Fleming and Company, and Don M. Terrero, 
on behalf of the Government of Paraguay. The 
prospectus is dated 3lst May 1872, and was 
issued on that day, and it states that the list of 
applications will be closed on the Thursday fol- 
lowing, viz., the 6th of June. The amount was 
2,000,000 2, at 85 per cent., payable as follows: 
5 per cent. cn application, 10 per cent. on allot- 
ment, 20 per cent. on Ist. July 1872, 10 per 
cent. on the lst September, 15 per cent. on Ist 
October, 10 per cent. on Ist December, 15 per 
cent. on the Ist January 1873; making a total 
of 85 per cent. We have satisfied ourselves that 
bond fide applications were received, accompanied 
by the payment of the 5 per cent. payable on 
application for an amount considerably in excess 
of the total amount of the loan. A bond fide allot- 
ment of the whole 2,000,000 Z. was made to 2,560 
subscribers on the 6th day of June, and the allot- 
ment letters were posted on the same day. The 
5th clause of the contract for the loan provides 
that 15 days after the date of the first allotment 
on the Stock Exchange, Robinson, Fleming & 
Co. shall declare what amount has been sub- 
scribed for, and permanently placed. A settle- 
ment of the loan was granted by the Stock Ex- 
change Committee for the 21st day of June 1872. 
A letter, dated 31st. May 1872, from Don M. 
Terrero to Robinson, Fleming & Co., and at- 
tached to the contract, states that any purchase 
of scrip made to any extent which the latter may 
think expedient, shall not be considered as sub- 
scribed for or issued, and that they shall not be 
required to account for the same. On the 31st 
May 187%, Messrs. Robinson, Fleming: & Co. 
wrote to Messrs. Waring Brothers & Co., autho- 
rising them to purchase scrip up to 1,500,000 Z., 
and deliver it to them at par price of issue, they 
to pay Messrs. Waring Brothers & Co. for the 
same on the first sitting day fixed by the Stock 
Exchange. On the 27th June, Don M. Terrero, 
by letter, authorises the purchase on account of 
the Paraguay Government of the allotment to 
Messrs. Robinson, Fleming & Co., and the mem- 
bers of their firm, at the par price of issue. These 
allotments amounted to 129,800/. The stock 
at this date was quoted on tke market at 14 
to 2 premium. Messrs. Waring Brothers, in 
a letter to Messrs. Robinson, Fleming & Com- 
pany of 2nd July, advised them of the pur- 
chase, on behalf of the Government, of 1,308,300. 
of the scrip. By another letter, dated the 10th 
of the same month, Messrs. Waring Brothers 
advise Robinson, Fleming & Company that the 
correct amount purchased was 1,308,000 2. or 
300 /. less than the first advice. On the 4th July 
1872, in conformity with the contract, Messrs. 
Robinson, Fleming & Company, by letter to 
Don M. Terrero, declared that 562,200 7. had 
been definitely placed; and this was confirmed 
and approved on 6th July 1872, by letter to them 
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from Don M. Terrero, on behalf of the Goyern- 
ment. The result, therefore, stood thus: defi- 
nitely placed in hands of the public as declared 
by Robinson, Fleming & Company, per their 
letter of 4th July 1872, 562,2007. Purchased 
by Waring Brothers & Company, per their letters 
of the 2nd and 10th July 1872, 1,308,000 2. 


Allotments to Robinson, Fleming & Company, | 


and to members of their firm, purchased by the 
Government, 129,800 1.;” total 2,000,000/7. On 
21st June, the Stock Exchange settling day, 
Messrs. Robinson, Fleming & Company drew 
three cheques on the loan banking account for 
the several sums of 150,0002., 40,0007., and 
50,000/., together 240,000 7. These cheques were 
paid by Robinson, Fleming & Company to the 
credit of their ownaccount with the same bank, and 
in lieu thereof they issued of the same date, cheques 
on their own bank account for the several sums 
of 50,000/., 50,0007., 50,000 Z., 10,0002., 20,0002, 
10,000 Z., 50,0002; total 240,000 2 Messrs. 
Robinson, Fleming & Company explain that the 
above exchange of cheques was made by them at 
the request of Waring Brothers, who wished 
cheques for smaller amounts, that they might pay 
them into more than one of their bankers .at 
different times in the day. The 240,000/. paid 
to Messrs. Waring as above, was appropriated 
by them as follows :—1,304,000/. scrip, 15 per 
cent., paid 195,600/.; 2,900/. serip, 35 per cent., 
paid, less interest coupons after deduction of 
income tax, 331.0 s. 8d., 957 119s.4d.; 1,1002 
scrip, 85 per cent., paid, less coupons after 
deduction of income tax, 8243s. 5d., 9031. 
17s. 7 d.; net cost of serip purchased, as shown 
by Messrs. Waring Brothers’ letter of 10th July 
1872, 197,461 2. 16s. 114.; retained by Waring 
Brothers on account of the difference between 
85 U. per cent., price of issue, and 73 U. per cent., 
the coxtract price of the 562,200/, 42,5382 
3s. 1d.; total, 240,0007. Messrs. Waring 
Brothers in their letter of 2nd July advising the 
total amount of scrip purchased, state that they 
had, up to that date, handed to Robinson, Fleming 
& Company, scrip representing 1,286,600/. The 
balance was afterwards delivered. The stuck and 
share lists from the 18th June up to, and in- 
clusive of, the 2nd July, when Messrs. Waring 
declared the total amount of scrip purchased, 
show the quotations for this loan to have been as 
follows: then there isa list; is it material to read 
that ?—No. 

4263. June 18th, scrip 15/., paid 2% premium 
to 34 premium; then another day 3 premium to 
3% premium; then 3} to 38, and then a sudden 
‘drop, and then 1 to 2, then 1 to 2, then 14 to 2, 
14 to 2, 14 to 2, 13 to 2, 14 to 2, then 3 to 13; 
then on the Ist July 3 discount to 1 discount, 
and on the 2nd July 4 discount to 2 discount. 
“ No evidence was produced to us of the dates 
on which the purchases were made by Messrs. 
Waring Brothers, or of the cost, but as the price 
of the scrip on the Stock Exchange was a pre- 
mium on the issue price of 85 J. up to and inclu- 
sive of Saturday, 29th June, and Messrs. Waring 
declared the total amount purchased on the Tues- 
day following ; and as they had up to that time 
delivered nearly the whole of the stock declared 
to have been purchased, the reasonable inference 
is, that the whole was purchased at some premium 
on the issue price; and such premium, and all the 
expenses connected with the purchase, must have 
been defrayed out of the difference between the 

issue 
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issue price of 85, and the net price to the Go- 
vernment of 73, on the 562,200 J. actually placed. 
It would have been more satisfactory if Messrs. 
Waring Brothers had rendered detailed ac- 
counts, showing from day to day the amounts of 
scrip purchased, and the cost thereof, accompanied 
by the broker’s notes, in verification of the total 
amount which they state in their letters of 2nd 
and 10th July to have been purchased. We 
examined the whole of the scrip purchased, and 
the cost thereof, accompanied by the broker’s 
notes, in verification of the total amount which 
they state in their letters of 2nd and 10th July to 
have been purchased. We examined the whole 
of the scrip purchased, representing the issue of 
1,437,800 7. nominal amount of the loan, and 
found it correct. Of this amount, the 5 per 
cent. payable on application, and the 10 per 
cent. payable on allotment, had been paid on 
1,304,000 7., and the 20 per cent. payable on the 
lst July had been paid on 2,900/., and on the 
balance of 1,1007., the 85 per cent. had been 
paid up in full. As it was not your wish that we 
should make a minute investigation of this branch 
of the inquiry, we only made such an inquiry as 
enables us to make this report, and to state that 
in our belief the proceedings connected with the 
issue of the loan were bond fide and were con- 
ducted by the contractors with care and regu- 
larity, and in terms of the contract and relative 
authorities given to the contractors by Don M. 
Terrero on behalf of the Government. We have 
examined the bonds for 1,437,800 /. not yet issued 
to the public, and have found them all in order.” 
Then the next is No. 2. That, I think, is an 
important statement?—Yes, it goes into the in- 
vestment and secarities held on account of the 
Government. 

4264. { think this will show the Committee 
what was produced, aud what the Government 
got out of the loan. There isa very long account 
extending from pages 14 to 43 of this Report, 
giving the whole details, of which Iam now going 
to read an abstract or summary here. “ The 
account in the Appendix, pages 14 to 43 hereof, 
has been prepared from the books and vouchers 
of Messrs. Robinson, Fleming & Co., and from 
other information, both written and verbal, which 
they have communicated to us. In’ preparing 
this account we have had regard to the terms of 
the conditional agreement entered into between 
you on behalf of the Government of Paraguay 
and Messrs. Robinson, Fleming & Co., dated 
25th March 1873.” What is that ?—The agree- 
ment of 25th of March come to between Benitez 
and ourselves on which the order was made in 
the Court of Chancery. 

4265. The one youreferred to just now, subject 
to which the settlement in the Court of Chancery 
had been come to ?—Yes. 

4266. “On this branch of the inquiry, our 
instructions from you were to the effect that we 
were not to determine the fact whether any of 
the payments made by Robinson, Fleming & Co,, or 
sums claimed by them, were properly payable by 
the Government of Paraguay, but that we were 
to set out the accounts in a clear form, to examine 
the vouchers thereof, and to give such full ex- 
planation of all the items, and the manner in 
which they are youched, as would enable you 
to determine whether the sums so paid or claimed 
were properly payable by your Government” ; 
and then come credits in favour of the Govern- 
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ment of Paraguay: (1.) Loan of 1872, 562,200 2. 
at 7371., 410,406 l.”’; that 562,200 7. produced to 
the Government the net sum of 410,406 /.; is 
that so ?—Quite so. } 

4267. Then “(2). Junta. Balance of payment 
of 2,000 7. included in emigration payments, and 
now remaining unexpended, 8501.” Then there 
are some other sums, making altogether to the 
credit of the Government, 420,053 1. ?-—-Yes; you 
might mention Item 4. Interest on investments 
of monies of 1872 loan. 

4268. I do not think that is necessary. Then, 
2nd, come debits against the Government: first 
of all, stamps, 2,500 /.; discount on pre-payment 
of instalments of loan, 2,551/7:; some small 
charges, 80 /.; then payments to Terrero, 25,166 1. 
is that correct ?—Quite correct. 

4969. Then, 5th, Emigration accounts, bring- 
ing a result of 40,873 1. 0s. 7 d.2—Yes. 

4270. Then, ‘‘ Service of 1872 loan up to 
and inclusive of Ist April 1873, 47,064 2. 16s. 3d. 
Service of 1872 loan up to and inclusive of 
Ist of April 1874, 58,0792 6s. 3d.,” making a 
total of debits against the Government of 
176,314 2. 3s. 4 d.; is that so ?—Quite so. 

42°71. * Balance in favour of the Government, 
243,739 /. 14s. 11d.”; is that correct ?—Quite 
so. 
4272. Then that is all they really got in cash 
out of this money ?-—They got the whole. 

4273. As a matter of accounting, you mean, 
they got the whole ?—Yes; the whole 420,000 J. 

4974. “ Investments:—1. Consols, 110,0002, 
cost 100,850/. 2. East india, 5 per cent. 
15,000 2., cost 16,4347. 7s. 6d. 3. Great South- 
ern of India Railway, 43 per cent. Debenture 
Stock 25,0007, cost 25,3447. 17s. 6d.,” &c., 
amounting in the whole to 252,206 /.?—The in- 
vestments of the money lent amounted to 
321,7041.19s. 7d. 

4275. Then this shows that the excess of in- 
vestments over the balance in favour of the 
Government is 77,965 /. 4s. 8 d.?—Yes. 

4276. Which you claim in respect of certain 
other amounts paid by you ?—No; that 77,965 1. 
4s. 8d. was monies that were held for the ser- 
vice of the loan up to the Ist April 1874, as 
you will see at the bottom of that page. 

4277. It includes that, but this excess, as I 
understand, of the monies invested by you over 
the balance in favour of the Government, makes 
out 77,965 1.: “ Messrs. Robinson, Fleming & 
Co. claim to retain this excess in respect 
of the following amounts paid by them, or for 
which they are now liable, on behalf of the Go- 
vernment, and included in the debits against the 
Government in No. 2, above: service of loan to 
Ist April 1874, 58,0797. 6s. 3d.; liabilities 
under emigration contract, 16,6277. 2s. 1d.; ‘i 
and then your commission under emigra- 
tion contract, 3,000. and odd; making , the 
78,153 1. 18 s. 4 d.?-—Yes. ; 

4278. “In regard to the large sum of 
58,079 1. 6s. 3d. which Messrs. Robinson, Flem- 
ing & Co., claim to retain in respect of the 
service of the loan up to Ist April 1874, as 
above, and which they wish to be inserted in 
their own names alone, if you consent to this, 
the amount should be invested in consols, and it 
would only be reasonable that you require all 
the persons in whose names this fund may be 
invested, to execute a declaration of trust, that 
the amounts so invested in their names is to 
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be by them held in trust for the service of the 
loan up to st April 1874; and only to be sold 
out from time to time, in amounts sufficient to 
meet the quarterly payments as they fall due. 
In the above amount is included commission and: 
other charges for making the payments up to Ist 
April 1874, for the service of the loan ;” that is 
the recommendation ?—Yes. 

4279. Ithink that is all?— Will you kindly read, 
«© We think it would be better,” &c. ’ 

4280. ‘“ We think it would be better to ex- 
clude those charges (6487. 6s. 3 d.); and.im any 
agreement you make with them provide that 
they shall retain the ‘proper charges payable for 
the service, out of the interest of the investment 
set apart for such service. Messrs. Robinson, 
Fleming & Co. explained to us that, in addition 
to the sums which they have credited to the Go- 
vernment in the foregoing account, they have in 
their books, at the credit of Don M. Terrero, the 
following accounts, balance retained by Don M. 
Terrero of 4871 loan, in order to settle the claim 
of fees on the Government, 1,604/. 7s. 10d.; 
interest thereon from Ist January to 31st March 
1873, 90 days at 5 per vent., 197.155. 7 wes 
making a total of 1,624/1. 3s. 5d. “ Messrs. 
Robinson, Fleming & Co, state that they are 
willing to pay over the above amount to the Go- 
vernment on receiving authority from Don M. 
Terrero to do so.” I think the next paragraph 
is all recommendation; the rest of this long re- 
port consists of details working out all the figures 
from which the report I have read is made ?— 
Yes; every item is vouched for, every sixpence ; 
and every voucher was produced. In conformity 
with that report, and when Benitez had ratified 
every thing, we rendered our account current to 
the Government, to Benitez, after that report, 
setting forth in detail our account current in our 
own way. 

4281. And do you produce that ?—Yes, this 
is the account (producing it), and we got Benitez 
to examine it, and it was examined by Dr. Leone 
Levi, the Consul General, and Benitez attached 
this to the account current: “ I have -examined 
this account current, and find the same correct, 
and hereby certify it accordingly, on behalf of the 
Government of Paraguay. Commission of Para- 
guay, London, 10th Apvil 1873.” And after our 
accounts current had been ratified, we handed 
over the balance due by us to the Govern- 
ment of Paraguay, namely, 242,889 7. 14s. 11d. 
«“Téeation du Paraguay. Received on behalf 
of the Government of Paraguay, under decree 
of the Court of Chancery, dated 25th March, two 
hundred forty-two thousands eight hundred 
eighty-nine pounds fourteen shillings and eleven 

ence. Legation of Paraguay, London, 10th 
April 1873. (signed) Gregorio Benitez, Ministre 
Plenipotentiaire du Paraguay.” 

4282. Do you wish to put that account in ?—I 
think it is better that I should put in the whole 
of the accounts connected with it (handing them 
in). 

11988, What has become of Benitez ?—He is 
in Paraguay. 

4284, Has anything particular happened to 
him, do you know ?—The common report says he 
is in prison. ' 

4285, I was going to ask you what for, whether 
for anything in connection with this? ~That I do 
not know; we only hear common report that the 
Government have disapproved of what he has 
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done, and the common report says that he is now 
a prisoner. 
4286. Ido not know whether you have any- 
thing more to tell us?—No, I think not. 


Chairman. 


4287, What. is the constitution of Paraguay ? 
—A Republic. 

4288. Are you acquainted with the form of it ;. 
I ask you because in the prospectus which you 
signed you speak of it as a ‘ constitutional, Go- 
vernment ” ?—I can produce you a copy 

4289. I do not want to hear the: constitution, 
but you are aware that it is a constitutionally go- 
verned country ?—This is the constitution of the 
Republic of Paraguay (producing a pamphlet). 

4290. You do not know anything except the 
paper constitution of Paraguay ?—No, I have 
never been in Paraguay. 

4291. Did you know the state it was im at the 
time you issued the prospectus? —It was perfectly 
peaceful. 

4292. Yes, very peaceful; did not: you know 
bia the population had been almost exterminated? 
—No. 

4293. You did not. know that there were not 
10,000 men capable of working leftin Paraguay ? 
——I do not know it now. 

4294. Do you know that the population was 
almost entirely au Indian population ?—No. , 

4295. Can you state anything to the contrary ; 
what is the male population of Paraguay ?—I 
have said that it is:about half-a-million. 

4296. Upon what authority ?—You will see the 
reports that are published. by the. Minister of 
Finance and the President of the Republic, and 
addressed to the Chambers. 

4297. I should like some better authority. 
The fact is, as [ gather, that you know nothing 
of the Republic of Paraguay, except what was 
told you by the Paraguayan Minister ?—That is 
not so; I have given my evidence that when we 
were asked to issue the loan, we made our own 
inquiries. ; 

4298. Of whom ?—I have already stated. We 
made our inquiry first of the former Consul Ge- 
neral of Paraguay, Mr. Greene, who was at. the 
time Deputy Governor of the Bank of Hngland, 
and afterwards was the Governor of the Bank of 
England. 

4299. What did you learn from Mr. Greene ?— 
That he had been Uonsul General, and that, re- 
lations of his had been in correspondence with 
Paraguay for many years. . 

4300. Is that allthat you got from Mr. Greene? 
—JIf you will allow me to explain, we made 
inquiries of Mr. Biyth, who had: been financial 
agent of Paraguay for about 15.years; he had 
been shipping goods to Paraguay, and receiving 
yearly remittances from Paraguay, in, the. shape 
of money, and produce in timber, cotton (Iam 
not sure about sugar), but tobacco, hides, and 
different kinds uf produce ; and.as.a. matter of fact, 
the year before the war in 1864-65, the Govern- 
ment had. sent over to their fivancial agents 
86,0002. in produce and money. 

4301. Had you information, that anything was 
sent over after the war, when. the population had 
been destroyed ?-—No; the loan,was issued shortly 
after the-war. , 

4302. Did you take the trouble to inquire what 
was the condition of the country after the war? 
—We made the best inquiries we could. 


4303. It 
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| much guide to the trade atter the war, 
(The Witness made no answer.) 


“to supervise the sale of the public lands, 


their special agent here, 


Chairman—continued. 
4303. It was very quiet, was it ?—At the 


period of the issue of the loan, it was quite quiet. 
4304. You speak of “ free trade” in the cir- 
eular which you signed ; did you know what the 


state of trade was in the country after the war? 


—We had from the agents of the Government. - 


the constitution of the country. 

4305. Lam speaking of the trade now ?—No, 
we did not. 

4306. The trade before the war in which the 
population was almost destroyed, would not be 
would it? 


Sir Heary Holland. 


4307: I see that in the prospectus of the loan 
for-1872, you state that “the present loan has 
been voted by the Legislature with a view to 
develop the resources of the country, and in ac- 
cordance therewith, a committee will be estab- 
lished in London, to supervise the scale of the 
public lands, and the application of the proceeds 
to the redemption of the loans contracted in 
England, which affords the best proof of the 
good faith with which it is wished to guard the 
application of the money.” Was any committee 
ever established in London ?—Yes, it was. 

4308. Who was it composed of ?— It was com- 
posed of the Consul General, Don Maximo Ter- 
rero, my brother, the senior partner of our firm, 
John Fleming, and Sir John Heron Maxwell. 

4309. When was that committee constituted ? 
— Almost immediately after the issue of the 
second loan. b 

4310. And what steps did that committee take 
and 
the application of the proceeds to the redemption 
of the loans ??—They sent a special agent out to 
Paraguay with very full instructions indeed with 
regard to their views as to the sale of lands, as 


- tothe formation of a bank in Paraguay, as to 


the collection of the customs, and everything 
which we considered necessary in the interests 
of the bondholders. 

4311. Who was the agent they sent out ?— 
Mr. William Warden Morrice. 

4312. Had he had any previous acquainance 
with Paraguay, do you know ?—He had a very 
good knowledge of the Spanish language ; he had 
been residing many years abroad in Spanish Re- 
publics, and he was an engineer by profession, 
and he had a brother residing in Paraguay at the 
time, and his father, Captain Morrice, a retired 
naval officer, was the admiral of the flag under 
the President Lopez. 

4313. So that he was a person who would 
have been able to give every information ?— 
Quite so; a clever competent man. 

4314, Did he make any report to the com- 
mittee ?—-Unfortunately when he was there, 
there was a revolution against the Government, 
and the Government had sent over Benitez as 
and the President said 
to him, “ If you have anything to say connected 
with Paraguay, we have sent a ‘special agent 
over, and you must address yourself to our 
agent in London.” In other words, they re- 
ceived him very civilly and politely, but it 
resulted in nothing. 


Ly Mr. Edward Stanhope. 


4315. One word as to the debt; I see that in 
the original prospectus of 1871, you made a great 
(0,64. 
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point of there being no funded debt ; it is printed 
in italics: “ There is no funded debt, and the 
whole debt of the State of every description 
amounts to only 213,335 2.;” you do not think 
any of those facts of sufficient importance to 
insert any of them in the prospectus of the loan 
of 1872, I observe ?—No. 

4316. Had you a reason for not saying any- 
thing about it in that prospectus ?—No; at the 
present moment, as far as 1 remember, I do not 
think there was any special reason that we had. 
ae It was a fact of importance in 1871 ?— 

es. 

4318. But not in 1872 ?—Because we had the 
Minister of Finance’s report in 1871, stating. that 
as a fact the debt was 213,000 /. 

4319. But then had you anything to alter 
that fact when you issued the prospectus of 
1872 ?—Nothing. 

4320. Still you did not think it a fact of 
sufficient importance to state to the public in the 
prospectus of 1872 ?—We had no special reason 
for withholding it. 

4321. I notice that in the prospectus of 1871 
you allude to the annual revenue before the wav 
as having been 522,000 l. odd; was that founded 
upon the report of the Finance Minister ?—No; 
that is founded upon a report required in an 
official letter of the general Under Secretary 
Don Antonio Blanco, by the order of the Pre- 
sident of the Republic, This is a translation of 
it ( producing it). 

4322. It is an official report, is it?—Yes. 

4323. And what is the date of it ?—The 15th of 
May 1871. 
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4324, Then you had no subsequent account - 


whatever as to the income of Paraguay ?—None. 

4325. Between 1871 and 1872, did you make 
any inquiry as to the income of Paraguay ?—We 
issued the first loan in November 1871, and the 
second loan on the Ist of June 1872. 

4326. But between those two you made no 
further inauiry ?—None. 

4327. And the only statement of imports and 
exports of the Republic of Paraguay was this 
which you now hand in, which is for the years 
1853 and 1862?—That is the official report, a 
comparative statement between 1853 and 1862. 


Mr. Kirkman Hodgson. 


4328. The loan of 1871 was issued, I think, 
in the autumn of 1871?—On the 23rd of. No- 
vember 1871. 

4329. Anda very large portion of that was 
taken, in reality, by the syndicate ?—I think 
that a large portion of it was bought back by the 
syndicate. ts 

4330. T mean taken; it comes to the same 
thing; the words are synonymous ?—Not alto- 
gether. 

4331. I see that between 1871 and April 1872, 
the loan made a tremendous shoot up, to some- 
thing like 98 ?—Yes. ; 

4339, Was the syndicate working at that time ? 
—That I cannot tell you. 

4333. I mean was it the real demand of the 
outside public coming in; or was the syndicate 
still working its little course ?—So far as we 
know, the instalments were regularly paid. No 
doubt, Messrs. Waring Brothers had bought 
back a considerable portion of the first loan; and 
the instalments were paid, and they re-sold that 
to the public. 


AAS 4334, It 
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4334, It was re-sold almost entirely by the 
syndicate ?—By Messrs. Waring Brothers. 

4335. Now, when the loan of 1872 was issued, 
there was about 560,000 7. taken by the public ? 


_—£. 562,200 were permanently placed. 


4336, The other 1,400,0002 in round numbers 
went to the syndicate, Messrs. Waring Brothers ? 
—No; 1,437,800 2. is now held for account of the 
Government. 

4337. But who bought it ?—Messrs. Waring 
Brothers, under the letter of authority from us 
for account of the Government. 

4338. But they were bought not by the syn- 
dicate, but by Messrs. Waring Brothers and by 
you?—Not by us; we never bought any our- 
selves. 

4339. But they were bought under the autho- 
rity of that letter from the Government, that 
they were to buy whenever they chose. Then 
there is a declaration that “the whole is uncon- 
ditionally allotted”?--Yes. . ~ 

4340. Now, I know that according to literal 
sense, it was unconditionally allotted ; but in 
reality it‘was not allotted at all ?—Not at all; I 
deny that. 

4341. Is not this an analogous case. If you 
sell 5,000 bales of jute, and your partner buys 
in 3,500 of those bales of jute; is that a sale of 
5,000 bales, or of 1,500 ?—It is a sale of 5,000, 
because it is not necessary to buy in the 3,500 
bales of jute the same day that the purchase is 
made. 

4342. But I am supposing that you did; if 


you sell 5,000 bales of jute, and your partner 


buys in 3,500 of them, is that a sale of 5000 or 
1,500 ?—So far as the jute is concerned, you are 
quite correct; but the two cases are not analo- 


‘gous in the slightest degree. 


4343. That I cannot see; the Government of 
Paraguay issues a loan for 2,000,000J., and at 
the same time it secretly gives orders to its 
agents that they may buy back any amount of it 
that they choose ?-—Yes. 

4344, And the consequence is, that they do 
buy back three quarters of that loan ?—Yes. 

4345, And having bought it back, they declare 
to the public that the whole of the loan has been 
placed ; whereas, 75 per cent. of it has returned 
to their hands, one little operation having been 
performed, certainly, of allotting it to different 
people who return it to them as soon as they 
have got it?—I entirely deny your proposition; 
you say we make a statement to the public that 
so much of it has been placed unconditionally ; 
we say, “ unconditionally allotted,” not  uncon- 
ditionally placed.” Perhaps you were out of 
the room when I mentioned the case of the 
Italian Domain Loan, which was issued by the 
General Credit Company, and the whole of it 
was bought back after allotment, and before the 
settling day the whole of it was re-purchased by 
the bears, and the whole of the loan was eventually 
placed. ; 

4346. You say, “after the allotment” ?—I 
do not say it was after the allotment. My 
partner reminds me of the particular circum- 
stance that the whole of the loan was bought 
back before allotment, and on the day of allot- 
ment, and one day after the allotment which he 
mentioned, it was all re-purchased back by those 
speculative bears on the Stock Exchange, and the 
whole loan was eventually placed. ; 

4347. Now, in all these loans there appears to 
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Mr. Kirkman Hodgson—continued, we 
have been a practice of buying back, on acco: 


of the Government, almost the whole of the issue; 


1,400,000/. of this loan was thereforere purchased A; 


by the original sellers ?—It was repurchased on 


account of the Paraguay Government. 4 
4348. Who were the original sellers?—Yes, 
4349. So that in reality only 500,000 7. were | 

actually placed ?—Yes. le 


4350. Now, do you think that if that had been 


known to the public generally, it would have 


been looked upon as a proper declaration tom 
make, that the whole of the loan was allotted? 4 ql 
—The whole of the loan was certainly allotted, 

unconditionally allotted. And just to give you — 
an instance ; we have no: power whatever with 
regard to any of the allotments; if befére the a 
first settling day any report had come to this ol 
country that Brazil was to annex Paraguay, all — 


the sellers, every one of the allottees, would have 
kept their stock. 
4351. I do not see that that bears on the ques- 
tion. My point is this. I want to know whether, 
if the public had known that three quarters of 
that loan had only nominally changed hands, 
they would have been so: very anxious to buy it? 


—Well, in making applications for a loan, people 


naturally, in applying, wish to know if the money 
is wanted for a legitimate purpose, for the 
general benefit of the country. The majority of 
the applications are not for speculative purposes. ' 

4352. That is a matter of opinion; I still want 
to go back to my question, whether you consider 
it is fair, I do not mean fair to the letter, but fair 
to the sense, to state that a loan is unconditionally 
allotted to the public, when in reality three- 
quarters of it have gone back to the seller ?— 
Certainly ; because it is quite impossible, till the 
day of settlement, to know how much of the loan 
will remain in the hands of the public. 

4353. What has been the result of this buying 
back to the public?—In what way ? 

4354, In this way: if this buying back had 
not taken place, the loan would have been a 
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failure ?—There is no doubt if the purchases | — 


had not been made to counteract the bear sales, 
it is very likely (I presume so) that the original 
applicants would have withdrawn their subscrip- 
tions, and the loan would have been afailure; no 
doubt of it. , 

4355. They would now have had great reason 
to think that that had been a very fortunate oc- 


_ currence, would they not ?—That is possibly a 


matter of opinion. 

4356. I mean that they can buy now at some- 
where about 16 ?—It is to be hoped that Para- 
guay may yet attain a good position. If you 
refer to a loan brought out by your own firm in 
the year 1824, it is an exaetly analogous case. 
In 1824 your firm brought out a loan of 1,000,000. 
for the Buenos Ayres Government; that was 
brought out exactly on all fours, the same as the — 
Paraguay Loan; it was brought out at 85 /., and 
the Government yot 70/. for it. Your firm kept 
two years of interest in hand, and after the pay- 
ment of the interest for two years, the Goyern- 
ment never paid a penny of interest for 30 years. 

4357. There is nobody alive now who was in 
that ?—No; itcamedown to 152. or 207. per cent. ; 
it remained for 30 years at 20/7. or 307. per cent., 
and we all know that now it is selling at 97 1. 
per cent. I hope that Paraguay may not remain 
so long in default as that did. ; 
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Mr. Kirkman Hodyson—continued. 


firm bought back ‘that loan?—That’ I do not 
know. Lonly say ‘that the Buenos Ayres Loan 
is almost analogous, on all points, with the Para- 
guay Loan. 

4359. That old loan hardly exists ?—It is con- 
verted ; it was converted in 1856 or 1857. 

4360. I donot?think that Buenos Ayres ever 
repudiated 'the loan, and I think the Paraguayan 
Government does repudiate its loan, does it not? 
—No. If you would allow me, I might recall 
to ‘your recollection how very frequently those 
South American Governments repudiate loans 
unjustly. I may mention one in connection with 
your own/firm. The Venezuelan Loan of 1862 
was brought out at 63/., and after issue, I see 
by the way, between the course of quotation, 
that ‘is ‘a very high premium, higher even than 
Paraguay after issue, and it is now at 13; 
and I.hayeno doubt you have read the corre- 
spondence between \your firm and the Venezuelan 
Government; they may repudiate it very un- 
justly. | 

4361. Are you-aware of the terms on which 
that loan was brought out?—Yes. 

4362. Do you know what the commission was ? 
— 'Two per cent. 

4363. No, it was 1 per cent.; and are you 
aware what quantity we bought in ofiit?—I do 
not know. 

4364. Not a shilling ?—I haveno knowledge 
of this. 


Mr. Walter. 


4365. When a foreign Government comes to 
this country to borrow money, say, 1,000,000 J. 
or 2,000,000 2, you understand, I suppose, that 
it really wishes.to get'as much of that money 
as possible, the whole if possible, at the price 
-of issue; if they came to this country for a 
loan of 2,000,000 7. at 80, they would expect to 
get 1,600,000 in cash ?—I believe the \prac- 
tice 

4366. Do you understand that to .be the 
object of the Government in coming to this 
‘country by an accredited agent,and saying, “I 
wish to borrow 2,000,0007. at 80” ?—Not neces- 
sarily. 

4367. You think that where a foreign Go- 
yernment comes to ‘this country for a loan of 
2,000,000 7. at,.80, that it is not.a bond (fide 
offer; and that it does not expect, or hope, or 
even wish, to get the.sum it asks for at the 
price of issue?—No; it.is all a matter of ar- 
rangement. 

4368. In what way are the public made cogni- 
sant of that arrangement ?—In no way; there is 
no public announcement of any arrangement 
‘between the contractor and the Government, of 
the private contract. 

4369. Now ‘will, you just follow me in this 
question. The Paraguay Government, or some 
other Government, comes to this country for 
a loan, we willsay, of 2,000,0001. at 80; that 
would represent, would it not, to an ordinary 
person who wasnot conversant with all these trans- 
actions, that the Paraguay Government wished 
to obtain 1,600,000 /.;in ‘hard ; cash, ata certain 
rate .of interest; and I understood \you ‘to ‘tell 
the Committee that not only did the public 
-xespond to that, offer,’ but that there were appli- 
cations which would have covered twice ‘the 
amount of that. loan ?—Yes. 

4370. So that.supposing the public were under 
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Mr. Walter—continued. 


the impression that the transaction was a bond 
Jide one, they would suppose that the Paraguay 
Government ought to have no difficulty whatever 
in obtaining that money, would they not? ‘Sup- 
posing, as you state, that there were applications 
to find the money, applications for ‘scrip to twice 
the sum asked for, that would convey to the 
public the impression that it was a bond fide 
transaction, and that the Paraguay Government 
would really get the money they were applying 
for, would it not >—Not necessarily so. 

4371. I am-speaking of what would be the 
effect upon an ordinary member of the British 
public who was not conversant with the trans- 
actions of the Stock Exchange, but took merely 
a common-sense view of the question, and inter- 
preted the language of the Paraguay Govern- 
ment in its natural sense?— Well, I only can 
adhere to the answer, that it does not necessarily 
follow that the public believe that the Govern- 
ment are going to get the full issue price; be- 
cause it is entirely a matter of arrangement 
between the contractor and the. Government what 
price the Government will receive. 

4372. We have ‘learnt in the investigations 
before the Committee, that there are transac- 
tions of that kind which are unknown to the 
public; but I am simply asking again whether 
the transaction, on the face of it, that a foreign 
Government is an applicant in the money 
market for.a loan. of 2,000,0007. at 80/per cent., 
that is, 1,600,000 7..in hard cash, and that the 
public are coming forward and willing to give, 
and asking, in fact, for a larger amount than 
is represented by the loan, would not convey 
to the public the impression that the loan was 
a bond fide one, and that the money would be 
forthcoming ?—I \think not necessarily so, be- 
cause an enormous number of ‘the applications 
for the loan are made in consequence of what 
they see in the Stock Exchange; they make 
applications accordingly. 

4373. But, according to your own statement, 
this purporting to be a loan for 2,000,0002., and 
the public being willing to advance money to a 
greater amount, the result of the whole trans- 
action is, that the Paraguay Government only 
get 420,000/. I want you to state what is the 
nature of the agency interposed between the 
wish of the Paraguay Government, on the one 
hand, 'to obtain 2,000,000 /. at 80, and the wish 
of the public, on the other hand, to accommodate 
them; because if you would only state that, I 
think we should ‘exactly understand what the 
nature of ‘these ‘transactions ‘is ?—It resulted 
eventually in only 562,200/. being placed and 
accounted for atthe contract price. — 

4374. But ‘you. have stated that ‘there were 
applications which would have covered twice the 
amount of the Joan ?— Still, in making our allot- 
ments, we could only allot ‘for the 2,000,000 Z., 
not for the 4,000,000 2. : 

4375. But if 2,000,000/. were allotted, andthe 
public were‘ willing ‘to find the money, why was 
it:not fortheoming ?—We cannot prevent people 
selling and depreciating the stock in the market 
before allotment. 


Mr. |Whitbread. 


4376. Iowant to ask you. what ‘is 'the ‘interest 
which the Paraguayan ‘people pay under these 
contraets forthe amount -of cash ‘which ‘actually 
went over to that country, including the interest 
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Mr. Whitbread—continued. , 


on sinking fund ?—At 64 per cent., the first con- 
tract price, 8 per cent. interest, and 2 per cent. 
sinking fund. 

4377. I want to know what cash actually went 
over to Paraguay; what money actually was ap- 
plied to the purposes for which the loan was 
ostensibly raised ?—It.all was applied. 

4378, How much money was sent over ?—~ 
You mean Messrs. Waring Brothers; we sent 
over on behalf of Waring Brothers, 403,000 Zin 
gold. 
~ 4379. Do you know of any other money being 
sent over ?—But their debts were paid; payments 
were made on account of the Paraguayan Govern- 
ment; the interest was paid for two years; it is 
all the same whether you send over the interest 
and they send it back again, or whether you 
apply it at once in payment here. 


4350. But I want to know what interest these 
people were paying for the money which they 
actually got, not of course including commission 
which was paid to the firm issuing the loan, but 
money that was actually applied to the purposes 
of the Government, either sent over there in 
cash or applied in paying their debts ?—The con- 
tract for the first loan with Waring Brothers was 
64 per cent. They accounted for 647. of every 
hundred pounds that the Government got. If 
you take that at 8 per cent. interest and 2 per 
cent. sinking fund 

4381. When you use the words “accounted 
for,” may I ask what those words actually mean? 
—It is paid over to the Government, and the 
Government use that money; they used a cer- 
tain amount of money for paying interest, and a 
certain amount of money was sent over in gold. 
If you take the price of 647., 8 per cent. interest 
and 2 per cent. sinking fund, it is at the rate of 
14 per cent. and a fraction, and it pays itself off 
in 21 years; that is about one-half of the rate of 
interest they are paying in the country at the 
present moment. 


Sir Henry James. — 


4382. What.is the rate of interest in Para- 
guay ?—About 2 per cent. per month. 


Mr. Kirkman Hodgson. 


4383. You have mentioned the Venezuelan 
Loan; you have seen the prospectus ?—No, only 
a report. 

4384. You are aware that in the report it is 
stated that Messrs. Baring Brothers issued that 
loan under the authority of the Minister, and at 
the earnest request of the committee of Spanish 
South American bondholders ?—I do not know, 
but I have not the slightest doubt that every- 
thing was most regular. 

4385. You will be aware now that the pro- 
spectus stated that it was at the instance of the 
committee of South American bondholders that 
Baring Brothers & Co. undertook to issue that 
loan?—I have no doubt it is perfectly right, 
but it does not alter the fact that the authorities 
afterwards made very absurd repudiations and 
statements. 

4386. Do not imagine for a moment that I 
consider you are responsible for the conduct of 
the Government of Paraguay ; but all I asked 
was, whether there was so much inducement held 
out to the public here to take the loan?—Yes, I 
quite understand, 
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Sir Charles Russell. 
4387. I see in the report which you have 


handed in to us made to the General Under Secre- 


tary, Don Antonio G. Blanco, which I see is dated 
the 30th May 1871, he estimates the entire value 
of the public lands at 19,380,000 Z., but I find that 
in your prospectus (I am speaking now of the 
first loan), on the 22nd of November 1871, these 
words appear with regard to the public lands, 
that taking these at a low valuation they are 
worth “ upwards of 35,000,000 7. sterling,” and 
then for fear the public should not understand 
the figures, you say, “say thirty-five millions” 
in words ?—If you would read a little further on 
in that report to which you have referred, you 
would see what it says. 

4388. “ The estimate of those lands is much 
under their real value ; the fields of Buenos Ayres 
inferior to those of Paraguay, on account of the 
want of permanent water, and mountains, being 
worth at present from twenty thousand patacoons 
and more, per square league”?—If you read 
that other -paragraph you will find that our 
prospectus is perfectly correct. 


4389. “To those 96,900,000 dollars must be 
added the value of the public buildings of the 
capital, towns, and country.” Your public 
buildings are perfectly separate in your pro- 
spectus; in the report of the Minister, at 
page 6 of this Report, I can only find that the 
public lands are valued at, as a low estimate, 
19,380,000 Z.; you say in your prospectus that, 
taking them at a low valuation, they are worth 
35,000,000 /. ?—This a statement furnished hy 
Maximo Terrero, the special commissioner, to us: 
“The public lands and forests. These are 
officially stated in the report of the Finance 
Minister,” &c., and perhaps you will refer to 
that. That which you have got is not the report 
of the Finance Minister; it is a very different 
document altogether. . 

4390. You have quoted this document which 
I have been referring to for some purposes; 
therefore, if it is inaccurate in one it might be in 
another ?—I have quoted it for the comparative 
state of the revenue between the years 1851 and 
1862. 

4391. It is “ A report required in the official 
letter of the General Under Secretary, by order 
of his Excellency the President of the Republic 
of Paraguay ”?—If you read the prospectus you 
will see that Mr. Terrero says this: “ The public 
lands and forests are officially stated ia the report 
of the Finance Minister to the Chamber,” &c. ; 
that is not the Finance Minister’s report which 
you are referring to. 

4392. Have you got the Finance Minister’s 
report ?-—I refer to that report which you have, 
to show the comparative statement between the 
revenue of 1851 and of 1862. 

4393. At any rate, this is dated in May; your 
prospectus came out in November, and this is 
dated in May, and this report distinctly states 
that the lands are worth 19,000,000 7. instead of 
35,000,000 /. ?—1 have got the Finance Minister’s 
report here. 

4394. What is the date of the Finance 
Minister’s report ?—It is a report of the 
Minister of Finance presented to the Senators 
and Deputies in 1871. This is attached to a 
statutory declaration by the Consul General to 
ourselves. . 

4395. What does the Finance Minister say 
there ?— After giving a tremendously long account 

of 
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Sir Charles Russell-—continued. 
of all the different things in Spanish and’ English, 
he says at page 16, “To sum up, the Govern- 
ment possesses properties to the value of one 
hundred and eighty-one millions of hard dollars, 


a sum more than sufficient not only to cover - 


every liability it may incur to relieve itself from 
these embarrassments, but moreover to raise the 
nation to the position of being respected and 
respectable, as well as independent of every 
foreign influence. 

4396. I do not see that that refers to the public 
lands, because there there are other properties 
referred to, but in your prospectus you take 
them as separate items, making a much larger 
sum than what I am able to make out from 
this report?—But this report gives them all in 
detail. 

4397. May I look at that report of the Finance 
Minister ?—Yes, certainly (handing it to Sur 
Charles Russell). 

4398. This report that you now refer me to 
sums up all the properties at the value, not the 
lands; it does not give you here, as this other 
report does, item for item; it sums them up 
generally. I cannot, at present, make out that 
there is any testimony from the Finance Minister 
as to the lands being worth 35,000,000/.; there 
is a statement that they are worth 19,380,000 J. ? 
—On the contrary, it says, “To sum up, the 
Government possesses properties to the value of 
one hundred and eighty-one millions of hard dol- 
lars.” 

4399, That is quite right, but you specify all 
_ those properties afterwards; you say in your 
- prospectus, “ Public lands and forests; public 
buildings and State railway” ?—Excuse me, 
that is not our statement, but the Government 
Commissioner’s, Terrero’s; it is furnished to us, 
and issued by us as a memorandum furnished by 


the Commissioner to us, and signed by the Com-— 


missioner. 
Mr. Ellice. 


4400. About buying back the stock; I want to 
know whether the result of buying back the 
"stock by the Paraguayan Government was not 
to make the original allottees believe that they 
had a bond fide saleable commodity, and thus in- 
duce them to pay the next instalment ?—Not 
necessarily. 

4401. Do you mean to say that the buying 
was not with reference to persuading the original 
allottees that they had got something of more 
real value than it was 7—No, not at all; the buy- 
ing back was to counteract speculative sales, 
what are known as bear sales on the Stock Ex- 
change. 

4402. Do you think it was bought back without 
any view of inducing them to pay the next instal- 
ment?—Certainly; it does not enter into the 
consideration at all. 

4403. Was it not to keep up the price in the 
market?—It was to prevent the loan being de- 
preciated, and possibly falling to a discount, when 
the original applicants would withdraw their 
subscriptions. 

4404. Then the depreciation would be apt to 
alarm the original allottees ?—'The original appli- 
cants, not allottees. 

4405. Therefore the buying back was to give 
confidence to the original applicants /—No, you 
are drawing a wrong inference ; it is not to give 
confidence to the original applicants; it is in 
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Mr. Ellice—continued. 


order to prevent the loan being depreciated from 
the speculative sales that it is necessary to buy 
re large amounts to meet these speculative 
sales. 

4406. It was in order to prevent the public 
losing confidence ?—No doubt the consequence 
would. be that the public would lose confidence, 
and they would withdraw their applications if 
these speculative sales were not met by pur- 
chases. 

4407. And therefore it was to create confi- 
dence in the mind of the public?—That was the 
result of it; butit was not for the purpose of 
doing that. 


Mr. Puleston. 


4408. You suggest, then, that it was worthy of 
the confidence of the public?—Unless we be- 
lieve so, we should not have issued the loan to 
the public. 


4409. And therefore the buying back was 
consistent with your own confidence, and to in- 
spire the public with that same confidence which 
you had yourselves in the loan ?—No; the buying 
back is entirely to counteract speculative sales. 


4410. Still the object of that is to maintain the 
price ?—No doubt; we were anxious to make the 
loan a success. 


4411. But you would not be anxious to make 
it a success unless you believe in it?—Unless 
we believe in it, and had confidence in the loan 
ourselves. 

4412. You say that the amount was 64 /. to 
the bond, which you or Messrs. Waring have to 
aecount for ?—Yes. 

4413. All the profits or commissions were to 
be met out of any monies in excess of that 
amount ?—The difference between the 64 /. and 
the issue price represented the expenses of com- 
mission; the commission that Messrs. Waring 
paid to us, and the premiums which they had 
paid for the purchases which they had made. 

4414. Has the amount that they purchased, 
which you stated at a million and a half, I think, 
been withdrawn now by the Government; was 
it absolutely taken out of the market, so that the 
Government has now only to provide interest 
on 560,000 7.?—Yes. I might put in here a 
statement, showing the exact position of the 
Paraguayan Loans; I think it is desirable that it 
should be known. Of the Paraguay 1871 loan 
of one million, there has been paid for interest to 
the bondholders up to the 15th of March 1874 
inclusive, 197,088 /., the amount drawn and paid 
off at par, in eight drawings, 42,900 2.; amount of 
loan at present outstanding in hands of the public, 
957,100 2. of which two-thirds is held in this 
country and about one-third abroad. Then the 
1872 loan of 2,000,0002., all subscribed, but 
only actually permanently placed, 562,200 7. Then 


the balance of the 2,000,000 . is 437,800 1, and. 


1,000,0007.; that belongs to the Government, 
and is held for them at the present moment under 
an injunction of the Court of Chancery. The 
amount actually paid for interest to the bond- 
holders on the 562,200 J. up to the Ist of April 
1874 inclusive, was 89,446/., and the amount 
drawn and paid off at par, of the above amount 
of 562,200 2, is 13,900 /., leaving a balance of the 
second loan at present outstanding in the hands 
of the public of 548,300 /., so that the total in- 
debtedness of Paraguay in connection with these 
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Mr. Puleston—continued. 
two loans at the present moment is, in round 
figures, 1,500,0002., of which one-fourth is held 
abroad and three-fourths in this country. 

4415. This buying back was by direct order 
of the Government, for account of the Govern- 
ment ?—For account of the Government. 

_ 4416. And for,the purpose then of withdraw- 
ing it, or of re-selling ?—By the contract we had 
a year to re-sell any portion bought back, and if 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


Mr. Puleston—continued: 


we had re-sold, we should have had to account to 
the Government. 


Sir Charles Mills. 
4417. What was the date of the treaty deter- 


mining the indebtedness of Paraguay ?—That I~ 


am not aware of. 


4418. Was it in existence at the time of the 
issue of the loan of 1871 ?—No, I believe not; I 


believe it was long after. 


Mr. RicHarp Fosrmr, re-called. 


Sir Henry James. 


4419. WILL you give us the dates of the de- 
fault of the two Costa Rica Loans ?—In the 1871 
Costa Rica Loan, that isthe 6 per cent. loan, the 
dividend and sinking fund of the lst November 
1874, was not paid. 

4420. That was the first default ?—Yes. 

4421. Now the 1872 loan?—In the 1872 


Sir Henry James—continued. 


Costa Rica Seven per Cent. Loan, the dividend 
and sinking fund due on the Ist of April 1874, 
was not paid. 

4422. Then that agrees with what you said 
before that one half-year’s interest of the 1871 
loan was paid after the loan of 1872 was in de- 
fault >—Yes, after the loan of 1872 was in default. 


| 
/ 


| 
: 


a 


GET ose Nk HES 7) 
(oe Ce RA a aa Sig sh tae 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


Thursday, 29th April 1875. 


MEMBERS PRESENT: 


Mr. Bourke. 

Mr. Ellice. 

Mr. Kirkman Hodgson. 
Sir Henry Holland. 

Sir Henry James. 

Mr. Lowe. 

Sir Charles Mills. 


Mr. Puleston. 

Sir Charles Russell. 
Mr. Edward Stanhope. 
Mr. Walter. 

Mr. Whitbread. 

Mr. Watkin Williams. 


Tur Right HONOURABLE ROBERT LOWE, In THE CHartR. 


Mr. GEORGE FLEMING, re-called. 


Mr. Watkin Williams. 


_ 4423, I BELIEVE you are anxious to add 
- something to your evidence the other day ?— 

After the evidence of last Monday, and the 
remarks in reference to the debt of Paraguay, 
and the remarks of the Chairman in refer- 
ence to the population, we considered it necessary 
to send our representative to the Minister 
_ Plenipotentiary and the Commissioners of Para- 
_ guay to know the facts. He went to the 
~ Commissioners, and took a précis of the informa- 
_ tion which they supplied. ; 
| 4424, What commissioners do you allude to? 
| —The commissioners at present in London, who 
supplied information in reference to the debt of 
_ Paraguay, which you alluded to as stated by 
_ Mr. Dudley Baxter’s book, and the Statesman’s 
Year Book of 1875; and with reference to the 
remarks which the Chairman made as to the 
population of Paraguay, not only before the war, 
but after the war. I refer to Senor Uriarte, who 
_ is the Minister Plenipotentiary accredited to the 
- Court of St. James, and his fellow commissioner, 
General Caballero; and this statement in my 
hand is a précis of the conversation between these 
_ commissioners and our representative. The 
gentleman who was our representative is in the 
_ room at the present moment, 


Sir Henry James. 

| 4425, Have you any figures’ which you can 
> put in in a tabular form ?—There are figures 
here. ' 


Mr. Wathin Williams. 


4429, I rHINK you are a member of the firm 
of Waring Brothers ?—Yes. 
| 4430, And were so in the year 1871?—Yes. 
. 4431. And in November 1871, I think you 
were, as we have heard, interested as contractors 
in bringing out the Paraguay Loan of 1871 ?— 
| Not in bringing it out. 
4432. Interested in the loan of 1871 ?—-Yes. 
4433. As contractors to the Government ?— 
Yes. 
0.64. 


Mr. Watkin Williams. 


4426. This is merely the result of conversation 
between your representative and the commis- 
sioners of Paraguay ?—Yes. 


Mr. Bourke. 


4427. Is the gentleman who made this précis 
here ?—Yes, he is in the room at the present 
moment. 


Mr. Watkin Williams. 

4428. Do you propose to refer the Committee 
to any published books or accounts of Paraguay ; 
I mean that merely reporting a conversation be- 
tween your agent and the Commissioners would 
hardly be satisfactory ; have you any documents 
or any public reports or figures to refer us to, 
because I think you must feel that merely re- 
porting a conversation which has passed between 
your representative and the representatives of 
Paraguay is scarcely satisfactory ?—I hardly 
know how to answer you, because if you exclude 
the whole of the rernarks made in this statement 
before me, I cannot bring in facts that I otherwise 
would tell to the Committee. The statements 
made by the commissioners yesterday morning 
bear out every statement we made. 


Chairman.| We cannot receive it in that 
form. The commissioners can write us a 
letter; or if any Witness comes here, who 
was acquainted with the state of Paraguay 
at the time, that evidence will be accepted 
by us. 


Mr. CHaRLes WARING, re-called. 


Mr. Watkin Williams—continued. 


4434, What was your first introduction to this 
matter ?—I was brought into communication 
with, and introduced to, the then Consul General 
of Paraguay, Maximo Terrero, and I entered 
into a contract with him, dated the 21st Novem- 
ber 1871, which was handed in to the Committee 
on the last occasion. 

4435. Who introduced you to Terrero ?—Mr. 
Bernard Cracr oft, stockbroker in the City of 
London. 


BB 2 4436. Then 
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4436, Then you entered into the contract with 
the Paraguayan Government, which we have al- 
ready before us ?—Yes. 


4437. And received the letter of the 21st 


November 1871, which has already been read ? 


—Yes. 

4438. Had youany acquaintance with Paraguay 
before that?—I was generally acquainted with 
the Republics of the River Plate. I was engaged 
very extensively in the construction of railways 
in Uruguay; I had done various contracts in the 
Argentine Republic, and I was acquainted 
generally with the character of the country. I 
knew that these Rupublics had risen, speaking of 
them generally, from very small beginnings, and 
very rapidly indeed, being extremely fertile; and 
I knew also that there was an annual emigration 
from the River Plate of about 60,000 or 76,000 
people, whose destination was not very clearly 
settled ; some of them went to the Republics on 
the left bank of the river, and others to the 
Republics on the right bank of the river; and I 
knew that Paraguay had just withstood sucess- 
fully a war against three allied Powers, the most 
powerful in that hemisphere, on their own re- 
sources without any foreign aid whatever; and 
that the country had not been conquered. I 
knew that it was extremely fertile; and I thought 
that a country which could conduct a war 
throughout five years could not be without re- 
sources. I knew that the revenue of this par- 
ticular country had been 500,000 /. per annum 
before the war, that the population of the country 
was a million anda half before the war; «and 
although I knew, and was informed, that the 
country had been partially depopulated, I was 
informed and believed, and still believe, and in 
fact know, that there is a population of 400,000 
or 500,000 people now, and that this country 
produces the most valuable commodity in those 
regions, namely, the Yerba maté, or the Para- 
guayan tea. 

4439, A sort of cabbage, is it not ?—It is 
rather degrading it to call it cabbage; it is 
used as tea throughout the Brazils and South 
America generally; it is a very valuable com- 
modity and costs very little; it is indigenous, 
grows without cultivation, and if worked 
and exported by the Government, to whom it 
principally belongs, would be in itself quite suffi- 
cient to pay probably three times the amount 
required for the service of the loan which 
I was instrumental in procuring for that Govern- 
ment. 

4440, Have you been out there yourself ?— 
No. 


4441, Then your knowledge was founded upon 
information which you had received from other 
sources ?—-Yes;. I read the * Statesman’s Year 
Book”; I read other books; and when this loan 
was proposed to me, I did not pretend to judge 
myself whether it was a desirable loan to ofter 
to the public or not. I did not consider that I 
knew sufficient of the country myself to be able 
to issue the loan, or to take the responsibility of 
issuing it, and therefore I enquired who were the. 
most likely persons in the City of London to be 
acquainted, not only with the country, but also 
with the probability of success if such a loan were 
issued. 

4442. May I ask you, was it before or after 
you had concluded the contract ?—It was during 


Mr. Wathin Williams —eontinueds 


the negotiations, and before I had concluded the © 
contract with the Government. - 

4443. That is before the 21st of November ~ 
1871?—Yes; of course I am obliged to be rather 
general in answering so general a question as 
was put to me. 

4444, Then you introduced the matter to 
Messrs. Robinson & Fleming ?— Yes, I found 
out Messrs. Robinson & Fleming through their 
relations with Messrs. Blyth, who probably did 
the ereatest trade of any merchants in this country 
with Paraguay, and through their relative, the 
Governor of the Bank of England, Mr. Green, 
who had been Consul General for that country 
for 15 years, I was informed that they knew 
more probably than any other persons in the City 
of London concerning the matter. 

4445. At the time when you introduced the 
matter to them, was this prospectus drawn up ?— 
No, the prospectus was drawn up by them. 

4446. By Robinson & Fleming?— By Robin- 
son & Fleming and their friends, and issued by 
them, and was approved by their solicitor. 

4447. Then this prospectus was not in exis- 
tence at the time that you entered into an 
arrangement with them?—No. 

4448. It was issued afterwards ?— Yes, 

4449, Was it shown to you before it was pub- 
lished ?—Yes. 

4450. I will call your attention to one state- 
ment; I need not read the whole prospectus over 
again ; I refer to this statement, “ By the general 
bond this loan, which is the first public loan of 
Paraguay, is secured as a first charge by special 
hypothecation on the customs’ and general re- 
venues of the Republic, and on the whole pro- 
perty of the State, including its ‘public lands, 
which alone are valued in the official reports at 
35,000,000 /.; its public buildings, and likewise 
the State railway, now completed and at work,” 
and so on; and it contains this statement: 
‘There is no funded debt, and the whole debt of 
the State, of every description, amounts to only 
213,335 1.” I want to put this general question 
to you; did you take any steps to ascertain 
whether, after: that war which you have de- 
scribed as having lasted five years, and having 
then concluded, it was really correct to say that 
“the whole debt of the State of every descrip- 
tion amounts to only 213,3357.? — Well, I 
took the statement which was furnished by the 
representative of the Government, the Consul 
General, and which was brought from the 
Minister of Finance of the country, and that in- 
formation corresponded with the information 
which I had gained in the books I had read; the 
“Statesman’s Year Book,” for instance. 

4451. There were books in existence contain- 
ing information about these States at that time ? 
—This information, furnished by the Government 
Commissioner and Consul General, was confirmed | 
by the statements in the “Statesman’s Year 
Book.” y 

4452. How do yon mean that it was “con- 
firmed” ?—I mean that they corresponded. 

4453. Did you know Mr. Dudley Baxter’s 
book ?—No, I did not. 

4454, You did not consult that book, there- 
fore ?—No, I did not. / 

4455. I just call your attention, and I invite 
you to make any explanation of it that you desire, 
to this statement about the debt of every de- 

scription amounting to only 218,3357. You do 


not | 
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not wish to add anything more on that ?—No, I 
believed it to be true. 

4456. It goes on to state, “ Properties hypo- 
thecated for this loan: 1. The public lands and 
forests. These are officially stated, in the Report 
of the Finance Minister for the current year to 
the Chambers, to amount to 20,000 square 
leagues, of which 14,000 leagues are covered 
with forests of rich and varied timber, with in- 
numerable industrial products, and vast zones of 
magnificent and fertile maté lands.” That is the 
cabbage, the tea?—Yes. 

4457. Then, “and 6,000 leagues with private 
lands for the cultivation of tobacco, sugar-cane, 
rice, cotton, coffee, maize, and other agricultural 
produce, and with superb plains for herding 
cattle. These are stated in this report to be 
worth, at a low valuation, 176,000,000 of hard 
dollars, or upwards of 35,000,000/. (say 35 
millions sterling)” ?—-That is a memorandum 
furnished by the Consul General. 

4458. Did you take any steps to ascertain 
whether that was true or not?—No, I did not 
think it necessary to question the truth of a 
statement furnished by the gentleman sent espe- 
cially to make this loan, and to furnish official 
information for the purpose of guiding those who 
intended to make it. 

4459. This loan, as we learn, was brought out, 
and the prospectus issued by Messrs. Robinson 
& Fleming ?—Yes. 

4460. Your name did not appear on the pro- 
spectus ?—Not at all; we had nothing to do 
with it. 

4461. But you had entered into the arrange- 
ments with them that we have before us ?—Yes. 

4462. By which you were to share a propor- 
tion of the profits to be realised in bringing out 
the loan ?— Yes. 

4463. After the loan was brought out, is it the 
fact that the whole of it was subscribed for ?~ 
Yes; it is a fact that the whole of it was sub- 
scribed for. 

4464. Did you enter into an arrangement 
which has been sometimes called a syndicate with 
others ?—Yes. 

4465. We will not be particular about the 
name ?—I accept the name, because it is generally 
recognised. 

4466. Who were associated with you in that? 
—Mr. Laing and Messrs. Grant Brothers. 

4467. Was that arrangement entered into in 
writing ?—Yes, it was. 

4468. A contract ?—No, it was not a contract; 
it was a memorandum, a. letter. 

4469. Have you got it here?—I can fur- 
nish it. 

4470. You have no objection to produce it ?— 
Not the slightest; I will produce it shortly. 

4471. That memorandum set forth the terms 
upon which you gentlemen associated together in 
this syndicate for certain purposes ?—Yes; I 
can tell you what the general terms were. My 
firm were to take something more than a half, 
in fact 11-20ths; Mr. Laing was to’ take one- 
fifth, and Messrs. Grant one-fourth of the profit 
or loss, in fact, of the venture. 

_ 4472. What were you todo ?—I had contracted 
for the loan, and therefore of course I was de- 
sirous of seeing it placed through the agency of 
Messrs. Robinson & Fleming, and we were to 
take the entire cost of the issue ; Messrs. Robin- 
son & Fleming were indemnified from any risk 
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they ran, or any costs they incurred in the issue 
of this loan. Therefore we undertook the risk 
of issuing this loan; undertook to pay the whole 
of the expenses consequent upon it. 

4473. The loan was to be issued to the public 
at 80?—It was issued to the public at 80. 

4474. I mean that was the issue price ?—Yes. 

4475, You were to account to the Government 
for it, at what 7—At 64; and in fact the Govern- 
ment received 640,000 /. 

4476. You are rather anticipating me, I will 
come to that ina moment. Will you kindly ex- 
plain to the Committee what it was you gentle- 
men associated together were to do. You had 
transferred the contract to Messrs. Robinson & 
Fleming, had you not ?—No, not transferred it. 

4477, You had made a contract that they 
should issue the loan ?—Yes, we were to bear the 
entire risk and cost of the issue. 

4478, The loan was brought before the public 
and subscribed for by the public to the full 
amount, and you had also by you this letter, which 
I presume was not published and not set forth to 
the public, of the 21st of November 1871; we 
have it already before us; this is from Terrero to 
you: “ Referring to the agreement of this date ” 
(that is the contract), “I have concluded with 
you on behalf of the Government; 1 beg to state 
for your satisfaction that such portion (if any) of 
the above loan as shall be applied for by you or 
your nominees, and subscribed or purchased in 
the market by or on your behalf, for the purpose 
of promoting the success of the loan (and which 
you are at liberty to do to any extent you think 
expedient), shall not be considered as subscribed 
for or issued within the meaning of Article 5 of 
such agreement, but shall be #egarded as not 
placed, and you shall not be required to account 
to me or my Government for the same, unless or 
until you shall have sold and disposed thereof 
within the period of 12 months mentioned in 
Article 7 of the said agreement.” You were 
armed with this letter, which was kept private, 
of course ; you did not publish this ?—I neither 
published that nor the contract; itis not usual. 

4479. I mean this was a private letter between 
you and the Government ?—Not more private 
than the contract ; it was attached to the contract 
and made on the same day. 

4480. Still it was private ?—Yes, certainly. 

4481. Will you kindly explain this: having 
this letter in your’ possession, and Robinson & 
Fleming having issued the prospectus, and the 
public having subscribed to the full amount of 
the loan, what was it that you gentlemen com- 
bined in this syndicate to do ?—I can tell you 
what we actually did; we bought in the market 
in the Stock Exchange 570,500 7. worth of this 
loan before the settlement, and at the settlement 
it was found that 429,500 /. of the loan had been 

laced. 

4482, Making the million ?—Making the mil- 
lion; and after the settlement we sold the 570,500 /. 
which we had’ bought, making the million. 

4483. You say, “after the settlement”; you are 
going a little too fast for me. The result as I 
understand of that operation that you have now 
mentioned, is that you bought back from the 
original subscribers more than half of the nominal 
amount of the loan; is that so?—I cannot say 
from whom we bought it, it is impossible to tell. 

4484, You have already told us that the whole 
nominal amount of this loan had been subscribed 
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for by the public?—Not necessarily before we 
bought. This 570,500 7. of the loan was pur- 
chased in the Stock Exchange; I cannot at all 
tell, and it is impossible to teli, who sold them; I 
cannot tell whether the subscribers to this loan 


were selling, or persons who had not subscribed’ 


to it. 

4485. Do I rightly understand you to say that 
your purchases, and the subscriptions from the 
public were cotemporaneous ?—They must have 
been certainly cotemporaneous, but the things 
are totally apart. A prospectus is issued, and 
the Stock Exchange commences to buy and to 
sell irrespective of the applicants: 

4486. This prospectus was issued on the 21st 
or 22nd of November ?—Yes. 

4487. On the 2nd of December, we see by 
the letter before us, written by Robinson & 
Fleming, that the whole amount of the one 
million sterling had been fully subscribed for 
by, and allotted unconditionally to, the public? 
—Yes. 

4488. Now I want to ask you to explain what 
passed between the 21st of November and the 
2nd of December; did you buy between those 
dates ?—Yes. 

4489. You bought the 570,000 7. odd in that 
interval ?—Yes. . 

4490. Then on the 2nd of December the matter 
stood thus: that one million sterling had been 
subscribed for by bond fide subscribers ?—Yes, I 
have no doubt that is so. . 

4491. But whether by persons who had sold to 
you or not, you do not know ?—I cannot tell; it 
is impossible to tell who sells ; generally speaking 
in these cases those persons who sell have not 


_ got the stock. * 


4492. Then I will ask you this question, al- 
though this is almost a matter of observation ; 
under this letter which you held of the 21st of 
November 1871, this amount of 570,000 /. odd, 
which you had purchased, you were between 
yourselves and the Government entitled to regard 
as not being purchased at all ?—We should have 
been, but we were not, because we re-sold it. 

4493. I mean.as a matter of fact on the 2nd of 
December, when this certificate of Robinson & 
Fleming’s was issued to the Stock Exchange, 
you were entitled as between yourselves and 
the Government to treat that half-million 
pounds which you had purchased as not having 
been bond fide purchased by you?—We were 
entitled to give that back to the Government in 
the event of our not having been able to sell it 
during the year, for which under our contract it 
was provided we should have the option of 
selling it. 

4494. Now we come to the 2nd of December ; 
when was the whole of this stock bought after 
that ?—If you can tell me the date of the settle- 
ment I can tell you. 

4495. The 8th of December, I think ?—The 
whole of the stock was bought before the 8th of 
December. 

4496. Subsequently to the 8th you were en- 
abled, within the 12 months mentioned in 
Article 7, to dispose of the whole 570,500 J. that: 
you had purchased in this way ?+—Yes. 

4497, And accordingly you became acccount- 


able to the Government under that: article, and: 
the reservation in this letter ?--That .letter be- 


came of no effect. 
4498. It is said here that it “ shall not be con- 
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sidered as subscribed for or issued within the 

meaning of Article 5 of such agreement, but 

shall be regarded as not placed, and you shall . 
not be required to account to me or my Govern- 

ment for the same, unless or until you shall have 

sold and disposed thereof within the period of 
12 months, &c.”; what you wish. to convey is, 

that within the period of 12 months you were 
fortunate enough to dispose of it, and so became 

accountable under that clause ?—Yes. 

4499. Now, can you state to the Committee 
the dates at which you did dispose of that ?—It 
was all disposed of within two months, I believe 
two months; it was all disposed of before the 
27th of April. 

4500. In April 1872, I see by Mr. Cracroft’s: 
chart, that this loan was at 17} premium ?—It is 
possible. I do know at this moment; I will 
accept that from you. 

4501. Have you seen this chart of Mr. Cra- 
croft’s ?—No. 

4502. Will you take the chart in your hand 
(handing it to the Witness). Yow account to the’ 
Government for this at 64; now can you tell us 
at what premium, if any, you disposed of the 
whole of that 570,000 Z. odd ?—It was all disposed 
of at a premium; I cannot tell you at what 
average premium; but I can tell you the profit 
which my firm made out of the premiums, and 
that was 8,465 2. 

4503. You say your “ firm ;” that was the pro- 
portion that you had ?—Yes, 

4504. That does not include what fell to 
a Grant or to Mr. Laing ?—No, nothing of 
that. — 

4505. Or to Robinson & Fleming, or to any-. 
body else ?—Robinsen & Fleming had no share in 
this ; but it does not include the other two. J 

4506. Can you state at what time you began to 
sell /—Immediately after the'settlement, namely, 


the 8th of December. 


4507. And you continued from time to time 
up to the end of April?—Yes; but by far the 
larger quantity was sold immediately after the 
8th of December. 

4508. What was the highest premium you sold 
at ?—That I cannot tell. 

4509. But by looking at: that chart you can? 
—No, I think not. 

4510. If you follow the Paraguay Loan of 
1871, you will see at a glance, month by month, 
what it was quoted at; you see “ Paraguay 1871,” 
and you can follow the line of it; you understand’ 
that ?—Yes. 

451]. As I understand it (1 am not very 
familiar with these things), it steadily rises from 
December to April all the way ?—Yes. 

4512, It rises to 973 ?—Yes. 

4513. At that time you had sold'the whole of 
it ?—Yes, before that. 

4514. And accounted to the Government: for 
it at 64?—Yes, 

4515. Consequently the difference would be 
the profit to you and your associates ?—Yes. 

‘4516. From that time, April, I see that it runs 
rapidly down; is that’ so?—Yes, I cannot quite 
make it out, but at all events I have’ no doubt it 
is so; I have no reason to doubt that this table 
is a correct one; of course I know nothing: 
about iti . 

4517. Up to what time were any dividends 
paid upon that loan; any interest ?—Interest was: 
paid on the first loan for two-years and a half. 

4518. What 


* tract, namely, 640,000 /., 
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4518. What was that paid out of p—It was paid 
out of monies deposited by the Government for 
that purpose in this country. 

4519, Remitted from Paraguay, do youmean? 
—No, the produce of the loan. 


4520. And part of the loan of 1872 1—Part of 


the loan of 1872; the amount of two years’ interest 
was deposited out of the produce of the loan of 
1872, to meet the two years’ interest of the 1871 
loan. 

4521. Did any money ever come from Para- 
guay to pay the drawn bonds or interest upon 
the loan of 1871 ?—I cannot tell myself; I think 
not; but of course Messrs. Robinson & Fleming 
were the contractors for the Government ; I be- 
lieve nothing ; so far as I know the Government 
have not remitted anything. 

4522. I suppose if there had been anything 
remitted you would know it ?—Not necessarily ; 
in all probability I should. 

4523. What is your belief about it?—My 
belief is that no remittance has been made. 

4524. Now, about the loan of 1872, as to that 
loan Messrs. Robinson & Fleming were the 
contractors direct. for that ?—Perhaps you will 
allow me, before you leave the 1871 loan, to say, 
as you have not asked me the question, that the 
Government did receive the eftire amount of 
the money they were entitled to under the con- 
and that I have the 
receipt of the Government for that, and a state- 
ment that it was applied in accordance with the 
prospectus, and the objects for which it was sub- 
scribed. 

4525. Was that remitted by you to them, then? 
—It was remitted by Messrs. Robinson & 
Fleming. 

4526. Or accounted for ?—No, not accounted 
for. It was paid in money, and disposed of in 
the manner set forth in the prospectus; not ac- 
counted for. 

4527, Do you mean to say that the whole 
640,000/. went in sovereigns to Paraguay ?—No; 
403,000 7, went in sovereigns to Paraguay ; 
200,000 2. were deposited by the Government to 
meet the two years’ interest, and the rest was 
paid to the orders of the Government, to the 
Consul General, Mr. Terrero. Therefore the 
Government did receive the entire produce of the 
loan, the 640,000 /., and disposed of it in accord- 
ance with the prospectus. 

4528. I understaad you to concur with Mr. 
Fleming in saying that the actual specie, or 
sovereigns, which reached Paraguay, did not 
exceed 403,000 J. ?—Precisely. 


4529. The other 200,000 7. was retained, I do 
net say irregularly or improperly, but retained 
in pursuance of the contract for the service of 
the loan, and other expenses ?—It was deposited 
by the Government in accordance with the con- 
tract entered into to that effect for the purpose 
of meeting two years’ interest. 


4530. Do I correctly describe that as the ser- 
vice of the loan for two years ?—Yes. 


4531. Now this loan, having reached, as you 
told us, the high premium of 173, the 1872 loan 
was brought out ?—The 1872 loan was brought 
out. 

4532. That we have learned was brought out 
by Messrs. Robinson & Fleming as contractors ? 
—It was contracted for by Messrs. Robinson & 
Fleming, and brought out by them also. 
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4533. But Mr. Fleming told us that that 
also was brought out in communication with you 
under the terms of the former arrangement which 
is embodied in a letter ?—Yes; I formed part of 
the syndicate. 

4534, You were to take part in the profits 
to be derived from bringing out the loan in cer- 
tain proportions with them ?—Yes. 

4535. And I believe asyndicate was formed for 
the purpose of bringing out that loan, what is 
called protecting or promoting the interest of 
the loan; who were the others besides your- 
self ?—The same persons. 

4536. Messrs. Robinson & Fleming were not 
in the first syndicate?—They were not in the 
second syndicate. 

4537. Was that reduced to a memorandum in 
writing also ?—It was contained in a letter fur- 
nished to me for my proportion of the syndicate 
from Messrs. Robinson & Fleming. The pro- 
portion I took in that was somewhat different 
from the other; I took two-fifths in that syndi- 
cate. 

4538. Have you got the two memoranda here, 
the one of 1871, which you promised to produce, 
and this one ?—This one of 1871 is not here yet; 
but this one, I think, is probably in my box. 


Mr. Edward Stanhope. 


4539. What were the other proportions ?—Mr. 
Laing’s one-fifth, and Messrs. Grant’s two-fifths. 
That (producing it) is the memorandum under 
which we agreed to take part in the syndicate in 
the 1872 loan. 


Mr. Wathin Williams. 


4540. Twenty-second June 1872; Messrs. Ro- 
binson & Fleming to Messrs. Waring Brothers; 
“Dear Sirs,—Paraguay Loan, 1872,—At your 
request we enclose a fair copy of our letter to 
you of the 31st ultimo; ” that will be the 31st 
May 1872 ?—Yes. 

4541. That is merely enclosing a copy ?—Yes; 
that was a rough document. 

4542. Messrs. Robinson & Fleming to Messrs. 
Waring Brothers: “Dear Sirs,— Having signed a 
contract with the Government of Paraguay for 
the issue of a loan of 2,000,000 /. in terms which 
have been communicated to you, we wish to make 
arrangements to protect our firm against every 
kind of expense; accordingly we make you the 
following proposal, viz., that to the extent of 40 
per cent. in the affair, you shall indemnify us 
against all costs and expenses of the issue and 
placing of the said loan in terms of the said 
contract and prospectus, in consideration af which 
we will account to you for, and pay over to you, 
as and when we receive the same, 40 per cent. of 
all excess above the contract price at which we 
account to the Government, and of all other 
profits, if any, accruing from the loan contract, 
after deducting a fixed commission of 2} per 
cent. on the amount of stock effectively placed 
and accounted for to the Government, being the 
amount of remuneration which we reserve in the 
affair for ourfirm. . It is understood that we take 
all risk or profit arising from the investment of 
the funds retained in this country for interest and 
sinking fund, and which are intended by us to be 
invested in English Government securities; also, 
that we undertake to indemnify you against, and 
if necessary to pay the discount of 5 per cent. 
per annum allowed on prepayments by subscribers. 
BB4+ Please 
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Please to confirm the above, which we understand 
to be our verbal agreement.—Yours truly, 
Robinson, Fleming & Co.” That. is: the arrange- 
ment between you and Robinson & Fleming, 
dated 3lst May 1872 ?—Yes. 

4643. I want to know whether there was a 
memorandum embodying the syndicate arrange- 
ment in 1872 ?—No. 

4544, There was in 1871, was there not ?— 
No; a letter passed between Mr. Laing and- my 
firm, and Messrs Grant and my firm. 

4545. That is what I meant ?—There was 
that. 

4546. In 1872, as I understand, there was a 
syndicate arrangement between you and Baron 
Grant, and Mr. Laing, similar to that of 1871, 
only in different proportions ?—Yes. 

4547, There was a syndicate arrangement 
between your firm and Mr. Laing, and Mr. Grant, 
similar to the one of 1871, but: varying in the 
proportions in which you took interest and respon- 
sibility in the affair ?—Yes. 

4548. But it was not embodied in any letter 
or memorandum in writing ?—No; each person 
received a similar letter to the one you have now 
read from Messrs. Robinson & Fleming. 

4549. Which would bring about the same 
result !— Which brought the three parties to act 
together, but there was no memorandum. 

4550. The result was to bring the three parties 
together and determine the shares which they 
would be involved in, both for responsibility and 
interest ?—Yes. : 

4551. Had you anything to do with the 
bringing out of that prospectus ?’—Nothing to 
do with the bringing out of the prospectus. 


4552. The loan brought out on this prospectus 
was brought out on more advantageous terms to 
the Government a great deal than the 1871 loan? 
—Yes, I am aware of that. ; 


4553. The issue price is 85, and what is the 
interest ?—The interest is the same. 


4554. But still it was brought out at 85 ?— 
Yes, the Government had the advantage of the 
improved state_of the market in the second loan. 


4555. And also, in place of its being accounted 
for to the Government at 64, it was accounted 
for to them at 73, was it not ?—Yes. 

4556. It is altogether a considerable difference 
in favour of the Government ?—Yes, a difference 
of nearly 10 per cent., a difference of 8 per cent. 
or so. 

4557. Now it has been noticed that in this 
prospectus of 1872 the statement concerning the 
total debt of Paraguay is omitted; have you any 
explanation to suggest of that?—No; I had 
nothing to do with the issue of the second 
prospectus. — 

4558. That is rather a serious matter, is it not, 
the omission of the statement concerning the 
total amount of the debt of Paraguay ; it is a 
very material thing, is it not; in the prospectus of 
1871 there is the statement that the total debt of 
the State “of every description amounts to only 
213,335 0.” ?—You ask me to give my opinion. 

4559. I call your attention to that, and ask 
you if you wish to give any explanation of it ?— 
I do not wish to make any observations in 
reference to it whatever; if you ask my opinion, 
I should say it was very different, seeing that the 
first loan which had just been issued was fresh in 
the public mind. 
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Mr. Watkin Williams—continued. 

4560. And at a premium ?—And at a pre- 
mium. 
4561. But no money had come from Paraguay? 
—There was scarcely time for any money to 
have come between the issue of the one pro- 


spectus and of the other; it was not tobe expected, — 
and there could be no reason for the Government~ 


sending any money; nobody expected the 
Government to send money to pay the interest 
twice over; but, as I stated before, it was not 
my prospectus. 

4562. You left the prospectus them to Messrs, 
Robinson & Fleming ?—It was their contract, 
and their prospectus, and their loan; I did not 
leave it to them ; I had nothing to do with it, no 
right to interfere. 

4563. Now the settling day of that loan was 
the 21st June?—Yes. 

4564. Previously to that, we have heard from 
Mr. Fleming, the whole of the loan had been 
applied for to double the nominal amount ; is that 
so?—I have no doubt that Mr. Fleming has 
correctly stated that; as a matter of fact I do not 
know it. | 

4565. Had you, in the interval, made pur- 
chases or purchased back, you and) your syndi- 
cate, any portion of this. loan?— Yes, the 
syndicate had purchased 1,308,000 2, before the 
settlement. 

4566. And therefore there: remained subscrip- 
tions from the outside public apart from your 
friends, how much ?— Well, there remained 
562,200 /, as actually placed at that date, to which, 
Mr. George Fleming informed the Committee, 
was added 129,800 /. which they had subscribed, 
making the whole 2,000,000 7. 

4567. That 129,800/. which they had sub- 
scribed was, under an arrangement with the 
Government, bought back by the Government 
from Robinson & Fleming?—So I heard Mr. 
George Fleming state. 


4568. But you have no doubt about it, have 
you ?-—Not the slightest in the world. 


4569. So that although this loan was sub- 
scribed for twice over, nominally the total 
amount that really remained in the hands of the 
public was a little over half a million?—£.562,200, 


4570. That excludes Robinson & Fleming’s, 
does it?—No, it includes Robinson & Flem- 
ing’s. 

4571. It would be convenient if you. could 
state what was the actual-amount then in the 
hands of the public, excluding Robinson & 
Fleming’s 129,800 /.?—It is excluding that. I 
beg your pardon; I was wrong. 

4572, Here are the three ficures; 1,308,000 2., 
which the syndicate took; 129,8002, which 
were allotted to Robinson & Fleming upon 
their subscription, and which was bought back 
by the Government, and 562,200 /. really allotted 
to bond fide purchasers ?—Yes. 

4573. Making altogether a total amount of 
2,000,000 7. ; that is so ?—Yes. 

4574. I believe at this time, or almost imme- 
dately after this, the Honduras Loan brought all 
these Central American loans into disrepute ?— 
Yes, it was impossible to sell any more of this 
loan; and, in fact, no more of it was sold or 
bought ; no transactions whatever took ‘place 
after the settlement. 

4575. Is it right to say that you and your 
syndicate were unable advantageously to Fie 

0 


Mr. Wathin Willtiams—continucd. 
of the 1,308,0002 ?—It is right to say that; it is 
impossible. 
4576. They remained for the moment in your 
hands ?—Yes. 
4577. By virtue of the arrangement made 
between you and Robinson & Fleming, or the 
Government, or both, you were enabled to call 
upon the Government to take the 1,308,000/. as 
not really subscribed for?—No, we had no 
communication with the Government; these 
bonds were bought under an order from Messrs. 
Robinson & Fleming, as Mr. George Fleming 
explained, and we were accountable to them ; 
they instructed us to make these purchases, and 
they were made on their account; we acted as 
their agents for this purpose; and so soon as 
the settlement took place, and we had received 
these bonds, we gave them to Messrs. Robinson 
& Fleming, and they, I believe, accounted to 
the Government for them; and they are now in 
the hands of the Government. 

4578. Then, in substance, it does come to what 
I said; taking the arrangement all round (be- 
cause you know what the arrangement between 
Robinson & Fleming and the Government was, 
and you know the, arrangement between your 
syndicate and Robinson & Fleming), the result 
was what I have stated?—These bonds found 
their way back into the hands of the Government, 
and there remain. 


Sir Henry Holland. 
4579. How much was that ?—£. 1,308,000. 


Me. Watkin Williams. 


4580. The whole of the 1,308,000 7. ?— Yes, 
together with the amount of Robinson & Fle- 
ming’s subscription, 


Mr. Kirkman Hodgson. 


4581. £.1,308,000 bought by the syndicate 
and 129,800. subscribed for by Messrs. Robin- 
son & Fleming, and returned to them ?—Yes. 

4582. Making something like 1,440,000/.?— 
Yes. 


Mr. Watkin Williams. 


4583. So that the result was that, although 
this joan was subscribed for to twice the amount, 
only 562,200/. remained in the hands of 
real purchasers or real subscribers ?—Pre- 
cisely. 

4584. And that is the sum that had to be 
accounted for to the Government ?—That is the 
sum that was accounted for to the Government, 
I believe. 

4585. And had to be accounted for ?—Yes, 
under the contract. 

4586. At the contract price of 73?—Yes. 

4587. And Mr. Fleming told us that that sum 
was accounted for to them in the manner he 
described ?— Yes; Mr. Fleming, I have no 
doubt, told you correctly; but I know no more 
about it. 

4588. That was their matter ?—Yes. 

4589. That was 410,406 /.; now do you know 
anything about this emigration scheme, and 
what came of it ?— Nothing whatever. 


Sir Henry Holland. 


4590. You probably know what became of it; 
do not you?—No, I do not; I know absolutely 
nothing about it. 

0.64, 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 201 


Mr. Watkin Williams. 


4591. I do not know whether there is anything 
yeu wish to add ?— Nothing whatever. 


Mr. Kirkman Hodgson. 


4592. Did you say you saw Mr. Green, the 
Governor of the Bank of England ?—No, I dih 
not; J say that Messrs. Robinson & Fleming did. 

4593. Was the question ever raised, considering 
the very long war that had been going on, whether 
if there was no debt in the country there was no 
liability. I am aware it was said that there was 
no debt, because the principal debt had not been 
settled; but there was the lability arising to the 
three allied Governments, was there not ?—The 
question had not arisen at the time of the settle- 
ment being granted. 

4594, Had it not arisen in 1872 ?—I cannot be 
certain; in 1871 it had not arisen. I find it had 
not arisen when the second loan was issued; in 
fact, the treaty appointing a commission to 
assess the war damages between the allied Powers, 
Brazil and Uruguay, and the Argentine Republic, 
and the Republic of Paraguay, is dated November 
1872, which was after the issue of both the loans. 

4595. But negotiations would be going on 
about it ?—I think nobody was aware of that. 


4596. I put this question, because the extraor~ 
dinarily low amount or the debt mentioned in the: 
1871 prospectus is not repeated in the prospectus 
of 1872; and I wanted to know whether that was 
an oversight, or whether this question of the 
liability had cropped up in the meantime ?—I did 
not write the prospectus of 1872; that was in the 
hands of Robinson & Fleming as contractors, 
but my impression is that I read it; and I can 
say this, that this question to which you are now 
alluding, was not in the mind of anyone con- 
nected with that prospectus, and therefore it was 
not omitted intentionally. 


sir Charles Russell. 


4597. I see that in the prospectus of 1871 it is: 


said that funds are reserved up to the 15th Sep- 
tember 1873; are you aware from what source 
the money was obtained which paid the coupons 
up to June 1874?—From the proceeds of the 
second loan. 


4598. It was paid out of the proceeds of the 


second loan ?—Yes. 

4599. As a contractor for loans, do you con- 
sider that after a loan has been placed, the ha- 
bility as regards the public ceases as between the 
contractors and them ?-—Well, I think the ha- 
bility never ceases. 

4600. Who, for instance, would put in force 
the terms of the general bond, which is con- 
tinually aliuded to in she prospectus of 1871?—I 
should think it is the duty of the contractors. 

4601. Are you aware whether any attempt 
has been made to put the terms of that bond in 
force ?—Yes; Messrs. Robinson & Fleming have 
made various attempts. I listened to the evidence 
of Mr. George Fleming, and he explained to the 
Committee the efforts they had made to cause 
the contract to be carried out by the Paraguayan 
Government; and I myself being interested in 
Paraguay, thought it my duty to address the 
Government of this country, the Foreign Minister 
of the time, more than two or three years ago, 
because, after this loan had been issued, I was 
very anxious to promote the prosperity of Para- 
guay, and my firm, at their own expense, sent 
out a staff of engineers to make a survey of a 

Cc railway, 
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railway, and they did make a survey of a rail- 
way, and entered into a contract with the 
Government for its construction; and in con- 
nection with that mission numbers of people 


were, of course, in Paraguay, and I found that 


there was no representative of the British Go- 
vernment in the country. I therefore wrote a 
letter to the Foreign Minister, pointing out that 
fact, and suggested that probably it might be 
deemed expedient, as English enterprise was now 
taking its place in Paraguay, if the Government 
saw fit, to appoiat a consul at Asuncion. The 
Government did not see fit, and the country is 
at this moment left without any British repre- 
sentative. 1 think that is a misfortune (but 
J am not the Government of the country); 
and therefore it is that British interests are 
not protected as, in my opinion, they should be 
in that country. If I may be allowed to give 
my opinion about the probability of the interest 
being paid on this loan in future, I should say 
that there is a very great probability. I see 
no reason Why Paraguay should not grow with 
the same rapidity as the other Republics in the 
River Plate. It has got every possible natural 
advantage, and great internal resources, and 
emigration is just as likely to fix itself there as 
in any of the other Republics of the River Plate. 
It is true that there has been a revolution there ; 
and so there has in the Republic of Uruguay in 
very recent times, but notwithstanding that re- 
volution (which seems to have been an extra- 
ordinarily bloodless affair), the works of the 
railway which I am now constructing there have 
never been suspended or in any way interrupted. 
And I say that this loan was placed before the 
public as in its nature a speculative loan. At 
the time this first prospectus was issued, and 
indeed at the time the sevond prospectus was 
issued, these securities were very much in favour 
inthis country; and I think the fact that 429,500. 
of this loan was placed: in the first instance 
was a proof of that; of course, reckoning upon 
a large interest, the public cannot reckon upon 
a very good security; but my belief is that every- 
body who subseribed to this loan knew perfectly 
well that they were subscribing to a speculative 
loan, and knew perfectly well (they were told in 
the prospectus) that the country had just passed 
through a great war, and. that it was a country 
looking to the future, and not at the present 
moment in a position to pay the interest. They 
were distinctly told that the reason why this in- 
terest, the two years’ interest, was retained in 
this country out of the proceeds of the loan, was 
toenable Paraguay to have time to resume the 
trade that it had before the war commenced, and 
to place it in a position to pay the interest upon 
the loan. I think this loan of a million was a 
perfectly justifiable loan under the circumstances ; 
and.it must be borne in mind that when the 
subscriber receives 10 per cent. interest, he can 
perfectly well afford to wait for two or three 
years whilst the country is in default; and my 
opinion is that there is every prospect of this 
country being in a position very shortly to pay 
the whole of the interest on these two loans. 
Already the customs’ receipts reach to upwards of 
100,0007. per annum, and they are pledged to 
the service of this loan. Of course it may be 
said that that money will not reach this country. 
Of course it will not reach this country if there 
is no representative of the British Government 
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Sir Charles Russell—continued. 


to point out that the Paraguay Government 
owes this money to the British public, and 
it will not reach this country unless the 
British Government are prepared to take some 
sort of measures to assist the holders of these 
bonds to get what is due to them. But that the 
country itself will make profit enough to pay the 
interest upon these bonds, of that Iam firmly 
convinced; and the proof is, that it is improving 
continually, and there is no reason why it should 
not be paid. Now | am very sorry to occupy the 
time of the Committee about such a matter as 
this; but I feel that I have got a grave moral 
responsibility in regard to the issue of the first 
loan at all events, and I wish to say that I my- 
self took a very considerable share of it firm; I 
have taken other speculative business in the same 
countries, and I have got a very large interest 
in the River Plate at this moment. I do consider 
that if people are told the truth (and I am per- 
fectly certain that the truth was told in this 
prospectus), and if they choose to take a specu- 
lative venture, they are perfectly right to do so. 
I believe that persons subscribing to the specu- 
lative ventures are doing a very proper business, 
if they know how to divide their risks so that 
they may get the prizes with the blanks; and I 
think it would be a great mistake if, through the 
action of this Committee or the House of Com- 
mons, any measure should be adopted and made 
law which would have the effect of preventing 
this British public from investing in speculative 
enterprises. 

4602. I did not intend that my question should 
have led to so full a statement; but at the same 
time, perhaps, you would allow me to ask you 
this ; is it not the fact that you and your firm had 
some difficulty or dispute with the Paraguayan 
Government in respect of the loan ?—Yes; there 
is a Bill lodged in the Court’of Chancery under 
which the Paraguay Government, through its 
Commissioner, seeks to obtain from my firm the 
profit which they made upon the premiums, which 
I stated to the Committee was 8,4657. I contend 
that the Government have no right to those pre- 
miums. The contract entered into with my 
firm with the Government stipulates that during 
a year my firm have the option of selling this 
loan at any price they think fit, and delivering it 
to the Government. 

4603. And is that the only dispute you have 
had with them in respect to this loan ?—-That is 
the only dispute. 


Mr. Kirkman Hodgson. 


4604, Then they do not in any way repudiate 
the loan, if I understand you rightly ?—Not in 
the least; and [ am informed now, through the 
representative of the Government by the former 
Consul General, that the country of Paraguay is 
at this moment in a position to transmit money 
to this country if the Government of that country 
chose to transmit it. 


Mr. Edward Stanhope 


4605. Can you tell me the precise reason why 
you put this authority to buy back a portion of 
the loan in a separate letter, m the 1871 loan ?— 
There was no reason except that the contract was 
made, and that condition of it had been forgotten 
at the time. ree 

4606. But they were made on the same date? 
—Yes, but the contract had been previously 
written out. 


4607. Is 
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4607, Is it not the fact that it was forgotten 
also in exactly the same way in 1872?—I cannot 
say anything about the 1872 one. 

4608. On the face of it, it would strike 
one that the object was that you might show 
one and keep back the other; I do not 
mean to suggest that it was so, but would 
not that strike one?—I say that it was not so; 
and in point of fact, neither document was 
shown or could be required to be shown; there- 
fore, there could be no motive in putting it in 
two documents. 

4609. In 1871 it was only by accident that it 
was in two documents, as I understand you ?— 
Yes, precisely so; I think the Committee must 
see that I was not called upon to show either 
document to anybody; they were both in the 
nature of private documents; consequently, there 
was no reason why they should be on the same 
piece of paper. 

4610. You did not show them ?—I did not. 

4611. Is that adocument that you would show 
to the committee of the Stock Exchange —No, 
T think not; but that was Robinson & F'leming’s 
business ; I knew nothing of the committee of 
the Stock Exchange. 

4612. Would it have had any influence with 
them as to grantmg a settlement if they had 
known that there was an agreement of that sort 
in existence ?—I am afraid I could not answer a 
hypothetical question of that kind. 

4613. Surely it is a general question; do you 
think the committee of the Stock Exchange 
would grant a settlement if they knew of the 
existence of an agreement of that sort ?—I cannot 
say. 

e14, Do you think they ought to grant it ?— 
T know nothing of the committee of the Stock 
Exchange, or of their practices or habits. 

4615. As to the loan of 1871, it was sub- 
scribed in full by the public ?—Yes. 

4616. Do you know what, amount was sub- 
scribed; was it in excess of the full amount ?— 
I think it was in éxcess ; J did not allot nor re- 
ceive the ailotments. 

4617. Practically the success of the loan was 
assured ?—It was assured by the means em- 
ployed. 

4618. The public subscribed the full amount 
and more; then the success of the loan was 
pretty well assured ?—Yes. 

4619. Then why was it necessary to buy back? 
—It was bought back before by the means which 
have been stated. 

4620. The public applied for the full amount 
of the lean; then the success of the loan was 
practically assured; you could have placed the 
whole amount if you liked ?—These purchases 
were made then. ! 

4621. But as I understand, they were not 
made till after the application; here is an appli- 
cation by the public for the full amount of the 
loan ; therefore, if you had left it alone, and not 
bought any back, it would have been fully 
placed ?—I am afraid I shall have again to enter 
into a long explanation. 


4622. Will you answer the question first ?— 
I say no to your question. 


4623. And therefore, in order to insure the 
success of the loan, you were obliged to buy 
ne part of it ?—Yes. 
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Mr. Watkin Williams. 


4624. I understood you to say your purchases 
back were before the complete subscription for 
the whole amount of the loan had been reached ? 
—Yes; the settlement is the test of a sub- 
scription. 

4625. Your purchases back partly caused the 
application fer the full amount ?—And the settle- 
ment is the test of the bona jides of the appli- 
cation. 

Chairman. 


4626. Would you be so kind as to explain that 
auswer a little more ?—If a million of bonds are 
offered to the public, if a million are applied for, 
and a million have been bought back in the 
market, on the settlement day, it would result 
that no real subscription would remain. If, on 
the contrary, the million which had been bought 
back during the period of the issue of the loan, 
and shortly before the settlement, or at any time 
before the settlement, had again been bought by 
the Stock Exchange, the whole loan would have 
been placed. 


Mr. Kirkman Hodgson. 


4627. The two transactions would be a bet 
on the issue of the loan, in fact?—The Stock 
Exchange sells what it really does not possess. 

4628. And writes for the loan ?—And writes 
for the loan. If the Stock Exchange asks for a 
million and sells a million, it is quite clear that 
there would be no subscription at all on the 
settlement day; but if, on the contrary, after 
writing for the loan and selling the loan, the 
whole of it, the Stock Exchange gets the idea 
that they will not be able to get the million, 
having applied for it, and re-purchase it in the 
market, it is then entirely placed. So that neither 
the contractors nor the promoters of any Joan are 
in a position to know whether the loan is defi- 
nitely placed or not, or to what extent it is 
definitely placed, until the settlement day, when 
accounts are settled, and those who have sold are 
obliged to deliver, and those who have bought to 
take up. 

Sir Charles Mills. 

4629. The contractor having bought knows 
how much he has resold ?—He knows how much 
he has resold, but he is not the sole operator, the 
world is operating. 

4630. As regards the Government the con- 
tractor is the sole operator ?—As regards the 
Government, yes. 

4631. Of withdrawing from the public ?—Yes. 


Mr. Filice. 


4632. I wish to ask youa question about that 
contract; when you apply fora settlement to the 
Stock Exchange, are you not obliged to produce 
the contract?-—I am not acquainted with the 
practices of the committeeof the Stock Exchange; 
I have never done that part of the business; I 
really do not know. ; 


Mr. Bourke. 


4633. You attributed a good deal of the breach 
of faith of the Paraguayan Government, I think I 
understood you to say, to the fact that there was 
no representative of the British Government at 
Paraguay ; is that the case >—Yes, I do. 

4634. Supposing there were a representative 
of this Government there, what would you 
suggest that that representative should do in 
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Mr. Bourke—continued. 


order to get the money paid ?—Well, I am afraid 
he could not do much unless he were supported 
by the moral, and perhaps the material, force of 
this country; but if he were supported, my 


opinion is that he could do a great deal; if it | 


should please this Government to send a gun 
boat to Asuncion, my opinion is that they would 
bring back the interest of this loan. 

4635. That is material force rather than moral? 
—Moral and material, I said. : 

4636. You attribute more to material force ?— 
I do indeed. 

4637. Therefore you would suggest to this 
country to go to war with Paraguay ?—I do not 
think that would be in the least necessary. 

4638. You suggested a eun boat ?—I think the 
exhibition of a material force would produce a 
moral force upon the Paraguayan Government. 

4639. Without going to war ?— Without going 
to war; that would not be necessary. 

4640. And that should be done in aid of what 
you call the speculative ventures of gentlemen 
who embark‘in these enterprises ?—These are all 
matters of opinion, and I am, perhaps, abusing 
the patience of the Committee ; but considering, 
as I do, that the great prosperity of this country 
arises from speculative ventures, that we are the 
greatest people, as I believe the wealthiest, 
nation in the world, mainly because we possess a 
population composed of people who are ready not 
only to risk their money, but to risk their health 
and their lives in the promotion of enterprise all 
over the world, I say that it would be, in my 
opinion, an advantage if that public spirit and 
that enterprise, which is the character of this 
nation, could he somewhat supported by the 
moral and material force of this country. 

4641. I think you said also that you are now 
engaged in making railroads in Uruguay ? — 
Yes. 

4642. How long is it since you began to make 
railroads in Uruguay ?—1870. 

4643, Are you aware that we have no diplo- 
matic relations now with Uruguay ? — But 
Uruguay is on the left bank of the River Plate, 
immediately opposite to Buenos Ayres, where 
there is a representative of the British Govern- 
ment, and therefore he is very near. 

4644. But does that representative take any 
part in Uruguay ?—Yes, and in fact on a recent 
occasion it was in the newspapers that diplomatic 
action had been taken in reference to some 
financial measures of the Government in Monte 
Video. 

4645. Now, has the fact of diplomatic relations 
having been broken off with Uruguay prevented 
you from going on with your speculations ?— 
Not at all; I am at the present moment engaged 
in making railways in Uruguay. 

4646. Then you would not look to Her 
Majesty’s Government, or Her Majesty’s repre- 
sentative, to help you?—If I lose my money, I 
certainly shall not. 


Sir Henry Holland. 


4647. Do I rightly understand that there are 
legal questions now pending with respect to the 
loan of 1871, between you and the Paraguayan 
Government ?—Yes; and I stated to the Com- 
mittee the nature of those. , 

4648. But I thought, in the previous part of 
your examination, you said you had a receipt 
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‘from the Government, approving of all you had 


done?—Yes; that is true. 

4649. Have you put in a copy of that receipt ? 
—I will (producing it). 

4650. Then do the Government not consider 
themselves bound by that receipt, or does the 
difference arise upon questions that are beyond 
the receipt?—Upon questions beyond the re- 
ceipt. 

4651. They do not repudiate this receipt ?— 
Not at all. 

4652. I see in Mr. Fleming’s evidence, at 
No. 4139, he was accounting for the application 
of the produce of the loan; and he said that 
403,000 1. was shipped to Paraguay, 160,000 7. 
invested for the purpose of paying interest and 
making a sinking fund, leaving a balance of 
200,000 /. in the hands of Messrs. Waring. How 
did you account for that ?—It was paid to the 
orders of the Government, in conformity with the 
contract, to Terrero. 


Sir Charles Mills. 


4653. I believe you are the contractor for 
railway undertakings; not for loans ?—Yes. 

4654, Can you account for the fact that Mr. 
Cracroft introduced this matter to you ?—Yes; 
at least [ can give the reason that he gave to me, 
namely, that the Government of the country 
were desirous of proceeding with the execution 
of public works, and, in fact, I entered into a 
contract with the Government for the construc- 
tion of a railway. 

4655. And, therefore, he thought it more con- 
venient to come to you and use your intervention, 
instead of going to anybody to bring out the loan 
direct ?—Well, the Consul General gave that 
also as a reason. 

4656. You state that the war was a very suc- 
cessful one, a war going on for five years; did 
it not occur to you, as rather singular, that the 
revenue before the war was stated in the pros- 
pectus ?—No; it did not at all occur to me as 
being singular; that, in my opinion, makes the 
statement far fairer, because the idea to be con- 
veyed to the public was, that the country was a 
sufliciently rich country before the war, that it 
had been very much damaged by the war, but 
that the probability and the inference was, that 
after the war the country would again rise to its 
former prosperity. 

4657. But in the first place you have told us 
that the war was a very successful war ?—Per- 
haps we differ about terms: I consider a war 
which is a war for resisting invasion, and which 
succeeds in resisting invasion, is a successful 


war. 

4658. Not financially ?—I do not think wars 
are usually financiaily successful. The Prussian 
War is the exception, which proves the rule. 

4659. Do not you think it would have been 
fairer to have stated the actual revenue of the 
year preceding, and so to have allowed the pub- 
lic to form some opinion whether it could recover 
its former revenue ?—Of course criticisms can 
be made about a prospectus always after the 
event; I do not know that it would have been 
fairer; the impression left upon the mind of any 
person reading this prospectus would be, I think, 
what I have stated, namely, that the country 
had been very much damaged by the war; and 
it is also stated in the prospectus distinctly. I 
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will read to you the passage which seems to me 
to answer your points: “The principal objects 
proposed to be effected by this loan are to liqui- 
date the floating debt of about 213,000 /., and to 
complete the State Railway from Asuncion to 
Villa Rica, and aid generally in the restoration 
of roads and public works, and the development 
of the resources of the country; in order to 
afford what is considered ample time for this, 
under the present system of free trade, and Con- 
stitutional Government, the requisite funds to 
meet the interest, coupons, and sinking fund for 
two years, up to the 15th September 1873, will 
be set aside and retained in England.” Well, I 
think, the fair inference is that if it were neces- 
sary to provide a two years’ interest, in order to 
give time for the country to develope itself, 
every person reading that would consider that 
the country was not in a position to send the in- 
terest during those two years. 

4660. You do not think that that statement as 
to the previous revenue was in any way likely to 
mislead the public ?-—No, I do not. 

4661. You mentioned a sum of 8,465 1. profit : 
was that profit beyond the 16 per cent. profit ?— 
Yes, on premiums. 

4662. With regard to the 1872 loan, you have 
handed in a letter that was only as to your por- 
tion ?—Yes. 

4663. So that there were other letters ex- 
changed with other members of the syndicate as 
to their portions ?—Yes. 

4664. Were the syndicate to have the control 
of the loan by that arrangement ?—No. 

4665. Then why did Messrs. Robinson & 
Fleming instruct you to buy back the stock to 
the extent of one million and a-half?—-Because 
they were to give the syndicate the benefit 
of the authorisation which they had received 
from the Government, authorising them to buy 
back. 

4666. But why should they not have done it 
themselves; the contractors were the natural 
people to do it?—We had undertaken to take all 
risk and expense, and, of course, this stock was 
bought back at a considerable premium, which 
premium the syndicate lost. 

4667. But it was under their authority; it 
was not your act; you acted under their autho- 
rity ?>—Yes. 

4668. Then why did they not doit themselves ? 
—Because we had undertaken to pay the pre- 
miums of the stock bought. 

4669. They could have done it equally well 
by buying it back and charging it to you ?—They 
preferred not to take that liability. I do not 
know whether they had any other motive for the 
course they adopted. Asa matter of fact they 
bought this under their authority at a consider- 
able premium ; and | I lost a considerable sum of 
money by the second loan. 


Mr. Puleston. 


4670. Who had that concession besides Mr. 
Cracroft; how did the loan originally come 
into this market ?—The Consul General of Para- 
guay was authorised to treat direct for it. 

4671. Who did he treat through ?—He treated 
directly with my firm. Mr. Cracroft was only an 
intermédiaire. 

4672. The only intermédiaire between the Con- 
sul General and yourselves in the matter ?—He 
was the person who introduced me; I think he 
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had some partners; he got a commission for the 
introduction. 

4673. But in those hands was it practically ? 
—It was never in any other hands. 

4674. But Mr. Cracroft, you say, had some- 
body with him ?—I think some persons were in- 
terested in the commission which he made. 

4675. Do you know who they were ?—There 
was a gentleman named Ohlsen. 

4676. You stated that the reason that the last 
loan was so much more beneficial to the Govern- 
ment than the former loan, was that it had the 
benefit of the improved condition of the market; 
do you mean the general market in those securi- 
ties, or the improved credit of that particular 
Government itself?—I think that the credit of 
the country, and the credit of a loan, are really 
exchangeable terms. 

4677. But I do not know whether you meant 
the word “ market” to apply to other securities, 
to the market generally ?—No; I meant this 
particular loan. 

4678. Then do we understand that you con- 
sidered these loans, as made here by Paraguay, 
justified by the condition and resources of the 
country ?—Certainly. 

4679. Is it, or is it not, the practice of the 
Stock Exchange to grant quotations in Govern- 
ment bonds, no matter how much is sold ?—I be- 
lieve it is; but I am not very much acquainted 
with the practices of the Stock Exchange. 

4680. Then you said, in answer to the ques- 
tion whether the Government have repudiated, 
that they have not repudiated 7—it has not 
now. 

4681. Then I do not quite see the force of 
your opinion, that this Government should inter- 
fere ?—here is considerable difference between 
refusing to pay and not paying, simply abstain- 
ing from paying. 

4682. Then it is abstaining now, though in 
receipt of sufficient monies to meet its obliga- 
tions on these loans, and monies appropriated by 
the contractor to the service of these loans; that 
is your contention ?—Yes; the customs’ receipts 
are hypothecated to these loans; and I have 
stated that they amount to 100,000 Z. per annum. 
I therefore think that that should come over 
to this country in the service of these loans. 

4683. In other words, you think that the Go- 
vernment is in the receipt of resources appro- 
priated by the contract to the service of these 
loans, which resources are now sufficient to meet 
the service of these loans, or approximately ?>— 
Approximately. 


Mr. Whitbread. 


4684. In the prospectus of the 1871 loan it was 
rovided that two years’ interest and sinking 

fund should be kept back in England, was it 
not, amounting to 200,000/.?—In the seconc 
loan that was. . 

4685. Is it a customary thing in issuing these 
loans to provide that two years’ interest and 
sinking fund should be retained?—Yes; it is 
done in many cases. 

4686. What is the reason of that ?—The reason 
in this ease is the reason stated in the prospectus, 
to give time for the country to develope its 
resources. 

4687. What interest were the Paraguayans 
getting upon this 200,000. retained in this 
country ?—~As a matter of fact, 200,000 /. were 
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not retained for the second loan, because there 
was only 562,200 Z. placed. 

4688. I am referring now to the first loan ?— 
Three per cent. interest was allowed to them. 
The money was invested, some in United States 
stocks, and some in English stocks; and 3 per 
cent. was allowed to the Government for the 
money lying in those investments. 

4689. Then there was 200,000 /. lying for some 
time in this country, bearing interest at 3 per 
cent. to the Government of Paraguay, and they 
were paying interest upon that identical money 
at the rate of 14 per cent., were they not?—I 
think it is 10 per cent. It included the sinking 
fund; the sinking fund was the repayment of 
the debt. 

4690. That was a good bargain to start with, 
200,000 Z. lodged in this country, for which they 
were to receive 3 per cent. and to pay 14 per 
cent. ?—I think it was a very good bargain for 
them. I have had to do it myself frequently. 
When a fund is placed in trust, it can only be 
invested it the best possible security. 


4691. But they have not had the use of this 
money in their own country ?—For the simple 
reason that it was required to pay the two years’ 
interest for the time set apart for the development 
of the resources of the country. 

4692. But when a solvent man borrows of 
another, is it the custom for him to pay two years’ 
interest in advance ?—I think that is a matter of 
bargain. When I borrow money, I sometimes 
pay the interest in advance. 

4693. Two years’ interest ?—It depends upon 
the time I borrow it for. 

4694. Did you ever pay two years’ interest in 
advance —No; I do not know of any instance; 
but I am not the Paraguayan Government. 

4695. Would these loans have been taken up 
by the public if there had not been that two years’ 
interest kept back in this country ?—I am sure I 
could not answer a hypothetical question of that 
kind. 

4696. Do you think so?—JI think in the state 
of the then market, the loan would have been 
taken up. — 

4697. At the same price ?—I think so. 

4698. Then there was no use in retaining the 
money ?— Yes, there was. 

4699. Why ?—For the reason stated in the 
prospectus. Ihave read that once already; it 
seems to me to be very clear: “ In order to afford 
what is considered ample time for this,” that is to 
say, for the development of the country and for 
the execution of certain works, “under the 
present system of free trade and constitutional 
government, the requisite funds to meet the 
interest, coupons, and sinking fund of this loan 
for two years, up to the 15th September 1873, 
will be set aside and retained in England.” It 
was for that purpose. 

4700. The interest, at all events, which the 
Paraguayan Government could have got for the 
money employed in its own country would have 
been very much larger?—Much larger than the 
interest they got in this country on the deposit 
money, no doubt. 

4701. We were told something like 24 per 
cent.?—I do not know anything about that; I 
cannot say. 

4702. Then it is your opinion that the public 
would have been equally ready to take up this 
loan if there had been, say only one coupon and 
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one portion of sinking fund retained in hand, as 
if there were the two years’ interest retained ?— 
I cannot say that they would have been equally 
ready. It is very difficult to answer for the 


public, but my belief is that this loan would have — 


been subscribed either with or without the de-— 
posit of this sum. 
4703. Then, as I said before, the Paraguayan 


Government would have had the use of this 


200,000 /., and could have employed it at a high ~ 
rate of interest instead of leaving it at a very low 
rate of interest in this country 1—Precisely. 

4704. In that case the bargain was not a very 
good one, was it?—It was their own voluntary 
bargain. I do not know whether it was a good 
one or not. : 

4705. You have given us in this account signed 
by Maximo Terrero. Has not his action been 
repudiated by the Paraguayan Government re- 
cently ?—I do not know that it has been repu- 
diated; he has been discharged from his office. 

4706. They have not repudiated him as their 
agent in these matters altogether, you think ?— 
No, on the contrary. I have not only the receipt 
of Maximo Terrero, 
structed by the President to givea receipt to my 
firm, and to congratulate us, and thank us very 
much for the services we had rendered the Go- 
vernment; and the Government have since con- 
firmed all this. ; 

4707. A confirmation of this since that time, 
do you mean ?—Yes, 

4708. Since Maximo Terrero has been dis- 
charged from their employment ?—No, before ; 
the confirmation is contained in a message to the 
Congress. 


Mr. Walter. 


4709. Referring to the prospectus of the first 
loan, and to the impression which it was calcu- 
lated to make upon the minds of the public, do I 
rightly understand you to say that you consider 
that that prospectus contained all the information 
necessary to enable the public to form a right 
judgment upon the value of the transaction into 
which they were invited to enter ?—Yes, I think 
it does; I think it conveys a great deal more in- 
formation than is usually conveyed in an invita- 
tion for subscriptions to a loan. 

4710. The willingness of the public to invest 
in foreign loans, I presume, depends in some 
measure upon their faith in the credit of the 
Government wanting to borrow money ?—It is 
very difficult to say what induces people to sub- 
scribe. 

4711. As a general] rule, it would be safe to 
assume what I have said ?—I do not know that 
it would; I think they may be induced by the 
expectation that, if not at this moment ready to 
pay, they will shortly become so, and by the fact 
that they are willing to accepta large per-centage, 
and take the chance of the Government some- 
times defaulting. I think that is robably one 
argument which a person makes to Ringgolf when 
he is meditating whether he will subscribe or 
not. ; 
4712. But, as a general rule, should you not 
admit that the willingness of the public to lend 
to a foreign Government depends in some mea- 
sure upon the opinion that they haye of the 
solvency of that Government ?—I should much 
rather speak for myself than speak for the public. 
The public is extremely capricious, and really 
cannot tell what induces them to subscribe or to _ 

abstain — 
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| abstain from subscribing. I can tell what would 


| be an inducement to me. 


4713. Would you admit that the credit of a 
State may be measured in some degrée by the 
amount of money which they are able to obtain 
| in answer to the application for a loan; that is 
' to say, to take the present case, if they ask for a 
loan of a million at 80 per cent., which means 
that they would obtain 800,000 /., that would be 
a measure of their credit in the eyes of the out- 
side public who are applied to to lend their 
_ money ?—It is very difficult to say, because it is 
quite certain that some Governments have ob- 
tained more money than they were entitled to, 
whilst others have not required to borrow any- 
thing like as much as they could borrow if they 
chose. 

4714. The more solvent and respectable a 
Government is, the less the rate of interest it 
has to pay; is not that a proposition that you 
would agree to ?—Undoubtedly. 

4715. Then, supposing 10 per cent. is the 
nominal price at which the Government is offer- 
ing to obtain money, and that that is advertised 
_ in the prospectus as the amount which they are 

ready to pay, would it not affect the opinion of 
the public as to the credit and solvency of that 
Government, supposing they were informed 
(which they are not in this prospectus) that there 
was some secret transaction by which the Go- 
vernment, instead of receiving 802. for every 
100 /. which they asked for, were only to receive 
- 641.2—1 think that would not affect my judg- 
- ment at all, not speaking for the public, but 
- speaking for myself, as an intending subscriber 
toaloan. If 1 were disposed to lend my money 
to a State, I should consider the interest they 
were proposing to pay; I should not allow the 

uestion of what they did with their money, pro- 
vided they applied it in any way which they 
stated, to influence me in my subscription. 

4716. Buta loan of a million, issued at 64 /., 
is a different thing from a loan of a million, issued 
at 802. is it not ?—Yes, undoubtedly. 

4717. Ought not the public, when asked to 
‘subscribe to a loan of that kind, to be informed 
of the real facts of the case ; namely, that instead 
of the Government having to receive 80/. of 
| every 100J7. they ask for, they are to receive 

only 64/.; do not you think, as a mere matter 
' of information, that ought to be stated to the 
public in the prospectus which professes to con- 
vey to them the truth of the case?—It is very 
difficult to know what amount of information you 
should give in a prospectus; but I see no sort of 
reason why the Government should tell the 
public, from whom they are asking subscriptions, 


what commission they are going to pay, any = 


more than that they should tell them. by what 
- means they propose’ to send out the proceeds of 
the money, and at what cost. 
4718. If the commission is of a very heavy 
character, as it is in this case, amounting to 16 
| per cent., do you not think that the public ought 
| ¢o be informed of that, in order to enable them 
to-estimate better the true character of the 
transaction which they were invited to enter 
into?—If such a rule were made, probably it 
might be better; but that is not the rule; it is 
not usual; it is uever done; if it were done it 
could do no harm, and might do some good. 
4719, Do you think that if the public had been 
~ aware of acommission of that kind being intended 
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to be given to the contractors in this loan, they 
would have been so willing to come forward and 
Jend their money ?—You see it is not a commis- 
sion. 

4720. Whatever you please to call it; I will 
say the profit made by ihe contractors; that 
they were to get 160,000/. out of this 800,000 Z. ; 
do you think if the public had known that, they 
would have been so ready to come forward and 
invest their money ?—I do not know whether they 
would or not; again, I say, I think it does not af- 
fect the security upon which the public lends its 
money; I cannot tell what would be the effect 
upon the mind of the public; but all I can say 
is, that it does not affect their security; and, 
therefore, I do not see any reason why they 
should not subscribe as readily, not knowing the 
fact, as knowing it. 

4721. It affects, at all events, the rate of in- 
terest that the Government are paying for the 
money ?—For the money they receive, undoubt- 
edly ; this is not an unusual occurrence; an 
Egyptian Loan of 1873, for an enormous sum, 
was issued at 84 in this country, and there was a 
much larger difference between the price of issue 
and the price at which it was bought by the 
syndicate, than in this case; I believe it was 
bought very little over 50/., and issued at 80. 
or 84/. 

4722. Is there any registration of bonds when 
they are primarily issued ?—I suppose they are 
all numbered, are they not ?—Yes, they are. 

4723. Is there any registry kept of them, and 
of the price at which they were issued ?—I think 
not; 1 think no official record; but I am not 
very familiar with the official details of the issue 
of bonds ; an official record, I think you mean ? 

4724, I mean no official record? —I think 
there is no official record kept anywhere of the 
issue of bonds. 


4725. Do you think, or do you not think, that 
it would afford additional security to the public, 
in order to enable them better to judge of the 
nature of these transactions, if an official record 
were kept of the bonds when first issued, and 
the price at which they were issued; of course, 
of the subsequent transactions. they need know 
nothing; but I speak with reference to the 
primary issue of these bonds ?—Certainly, that 


would furnish some security to the public; but,. 


as a matter of fact, the information which you 
are suggesting might be registered is contained 
in a great number of publications. Fenn on the 


Funds gives every information, ‘and this would be- 


in the nature of information to the public. 


4726. I mean that such a publication should 
take place at short intervals; Fenn comes out 
rather too late?—It would no doubt furnish 
an additional security to the public, and useful 
information, at all events. 


Chairman. 


4727. Do you think that if a Government 
brings out a loan at 80/. per cent. and at the 
same time sells it, we will say, at 60/. per cent., 
it is dealing fairly with the public?—Yes; 
think a Government is dealing fairly with the 
public if that Government says fairly on the 
prospectus submitted to the public that it re- 
quires a loan at 802, and says fairly what se- 
curity it offers for that loan; and I should think 
if, for example, the Russian Government chose 
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to issue a loan of a million in this country at 80, 
and had already authorised persons to issue a 
loan at 801. which they had bought from them 
at 641, it would not affect the security of the 
subscriber in the least. I cannot conceive that. 
the one case differs from the other. 

4728. Does not the Government say, in fact, 
‘We will not allot this unless you are prepared 
to give 801. for it,” and at the same time it is 
selling the thing (under the supposition) at 607., 
when it is holding out to the public that it will 
not sell it under 802.?—I do not think that the 
Government is practising any deception on the 
public. The Government says. fairly, “ I want 
a million of money, and I am prepared to give 
so much per cent. for it and issue it at such a 
price.” 

4729. « And I will not allot it for less ?”’— 
The Government has already contracted and 
authorised other people, in its name, to issue it 
to the public. 

4730. At 80 1. ?—Yes. 

4731. That is equivalent to saying, ‘‘ Unless 
people are prepared to give 801. they need not 
come here for allotment,” is it not ?—Yes. 

4732. If, at the same time, it is selling to other 
people at 607. under-hand, is that a fair tran- 
saction ?—It is not under-hand ; I do not see that 
there is anything under-hand in a Joan having 
been purchased and being offered at any other 
price ; I cannot see how the public can be affected 
by that. I say if a prospectus is issued, and the 
truth is told in that prospectus, and if under 
that prospectus a commodity is offered at a 
particular price, the public may choose to take 
it or not take it, as they think fit; but if they 
take it they are not deceived. I do not think it 
at al] affects the security. 

4733. Are they not deceived in this respect, 
that the Government holds out that it will not 
take less than 80/., while it takes 602., under the 
supposition ?—( The Witness made no answer). 

Mr. Watkin Williams. 

4734. I think, in fairness to yourself, I ought 
to call your attention to the prospectus, and sug- 
gest that you ought to have read a little further 
than you did just now, you were asked a ques- 
tion by Sir. Henry Holland, and I think you 
ought to have gone on in the memorandum fur- 
nished by the Government commissioner to have 
read this: “ But now a constitutional Govern- 
ment is established, and, as stated by the Presi- 
dent of the Republic, Don Cirilo Antonio Ri- 
varola, in his annual address to the senators and 
deputies, perfect freedom of export and intercourse 
with foreign countries has been solemnly pro- 
claimedas the principle fromthe State of Paraguay, 
with results which have already acted most advan- 
tageously in raising the country from the pros- 
tration caused by the war, and there can be no 
doubt that under the present Government, the 
revenue and general improvement will, in a very 
few years, be most prosperous and satisfactory ?” 
—Well, | am greatly obliged to you for reading 
that; I was desirous of not reading more than 
necessary. 7 

4735. I want to direct your attention once 
again to the letter of the 21st November 1871, 
from Terrero to Messrs. Robinson & Fleming: 
“ Referring to my letter to you of this date, 
authorising you to receive subscriptions for the 
above loan, | now hereby authorise and request 
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Mi. Wathin Williams—continued. cag 
you,” that is Robinson & Fleming, “to honour 
all cheques and drafts drawn upon you against 
the proceeds of this loan by Messrs. Waring | 
Brothers, "and to pay such cheques and drafts 
only, to the exclusion even of any which might 
be drawn thereon by or on behalf of the Govern- 
ment of the Republic, or me, their Consul Ge- 
neral;’ do you remember that letter?—Yes, 
I do. 

4736. Did the syndicate of which you formed 
a part, carry on its operations of buying back — 
the loan, with the money produced by the loan 
from the public ?—No, they did not. 

4737, What is the meaning of that letter then ? 
-——The meaning of that letter is that as my firm 
were the contractors for the first. loan, and re- 
sponsible to the Government, it was essential 
that the proceeds of the loan should come into — 
their hands in order‘that they might themselves 
account to the Government for them; they are 
responsible for that money. 

4738. Now with regard to that memorandum 
of the syndicate, have you sent for it/—Yes 
(producing tt). 

4739. The first thing is this: “ §. Laing to | 
Messrs. Waring. Brothers, November 21st, 1871. — 
Dear Sirs,-—I have received your letter of to-day, 
copy of which is subjoined, and am agreed with its 
contents.” On the same date, “ Waring, Brothers _ 
to Mr. Laing: Dear'Sir,—In consideration of your 
assistance in the issue of the Paraguayan loan 
for which we are contractors, and of your under- 
taking one-fifth of the loss, if any, of the affair, ; 
we engage to give you one-fifth of the net profit, 
if any, as and when we receive the same;” is 
that the only memorandum between you and Mr. 
Laing?—That constitutes the agreement between 
my firm and Mr, Laing, - 


4740, And then this is the one between you ~ 
and Baron Grant ?—Grant and Company. ¥ 


4741. “ 22nd of November 1871, between Wil- 
liam Waring, Henry Waring, and Charles Wa- 
ring, all of No. 10, Victoria Chambers, in the - 
city of Westminster, carrying on business as 
contractors under the forra or style of, and sign- 
ing these presents, and hereinafter referred to as 
« Waring Brothers,” of the one part, and Albert 
Grant, of No. 18, Old Broad-street, in the City 
of London, Esquire, of the other part,” and then 
it recites your contract ‘—Yes, > 

4742. “ Whereas Waring Brothershave entered ~ 
nto an agreement with the Consul General in 
London of the republic of Paraguay for the pur- | 
pose of raising a loan of 1,000,000 Z. sterling 
‘nominal for the said Republic upon the terms and 
conditions therein mentioned, a. copy of which 
said agreement is intended to be annexed thereto: 
And whereas Waring Brothers have requested 
the said Albert Grant to co-operate with them 
in raising the said loan, which he has agreed to 
do in manner and for the considerations herein- 
after mentioned: Now these presents witness 
and the said several parties hereto do hereby — 
mutally agree as follow: (1.) Warmg Brothers — 
and the said Albert Grant will use their best 
endeavours, by all ordinary ways and means, to — 
raise the said loan and effect the objects of the — 
said agreement; (2.) The profit or commission to — 
be realised by the contractors under the said 
agreement shall be dealt with as follows: In the _ 
first place all expenses of and incident to the — 
operation, and all commission payable by the con- — 

: tractors, 
i Ae 
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Mr. Watkin Williams—continved. Mr. Kirkman Hodgson—continued. Mr. Waring. 
tractors, shall be discharged thereout ; the sum of 4755. Except as regards premiums, because if — 


5,000 7. shall then be paid thereout to the said you bought back 500,000. of this stock, you 29 April 
” Albert Grant, and of the balance remaining, 55 per would have to pay for it, but at the same mo- 1875. 
/eent. shall belong and be paid to Waring Brothers, ment you handed it in, I believe, to the con- 

25 per cent. to the said Albert Grant, and 20 per tractors, and received from them so much to cancel 

cent. to Samuel Laing, Esquire, with whom a it ?—Received payment upon that from them. 

|separate arrangement has been made; (3.) Phe 4756. So that, in fact, taking the whole trans- 

said parties as between themselves shall be action of buying back, if you bought back 

liable to the same proportion (the said Samuel 1,400,0002., it did not imvolve an outlay of a 

Laing being liable for the rest) of all the costs, single sixpence to the syndicate except such sums 

| charges, brokers’ commissions, and other expenses as might be represented by the premiums, and 

to be incurred in and about the endeavour to float that you got from the contractors of the loan ?— 

ithe said loan in the event of failure wholly or No. 

"partially, and also for all such purchases of stock 4757. But you debited it to the Government ? 

“made in the market on the joint account of the —No. 

parties by either of them with (but not without) 4758. The Government allowed you to buy 

the consent of the other or others.” That is what back everything ?—Yes, but we delivered the 

/ you call the syndicate agreement ?—That with scrip at par. 


the letter. 4759. Then the premiums were your loss ?— 

| 4743. And the one of 1872 was in substance Yes. 

i the same as that?—Yes. 4760. But you took off the 16 per cent. dif- 

‘ : ference between the price issued to the public 

Mr. Kirkman Hodgson. and the price of the cignibrach? ¥en ; 

4744. I see there is 5,0007. to be paid to Mr. 

| Albert Grant !—Yes. Mr. Ellice. 

| 4745. Why is that paid to him?—That was 

4 paid to him because it was a matter of bargain. 4761. I want to clear up one matter about that 


_- 4746. I mean, was there any particular advan- authority from Terrero. I think you said that 
i tage in having him with you?—No particular the authority from Terrero on the part of his 


advantage ; he wanted, of course, in bargaining, Government to buy any amount of the loan you 

_ the larger share in the syndicate ; it was a matter thought proper, you being held harmless, was 

of bargain. virtually part of the original contract of the 

| 4747. Was this the syndicate which resulted loan ?—Yes. 

| in the 8,465 /. profit to you ?—Yes, it was part. 4762. Then it was simply an unintentional 

4 4748. The part which is in dispute ?—A por- omission in the original document ?—Yes. 

tion of it; I mean that that profit was one of the 4763. And therefore you consider it, in fact, 

| consequences of this arrangement. as part of the official proceedings between you 

: 4749. Was he to do anything particular for and the Government of Paraguay ?—Yes, un- 

| this 5,000 J. ?—No. i doubtedly ; it has been attached to the contract 

| 4750. Nothing particular?—We were all to ever since. 

_ contribute. 4764, Did you place in Messrs. Robinson & 

4751. It was a little gift, was it 2?—No; every Fleming’s hands those additional documents au- 

j man desires to make the best bargain he can. thorising you to buy back ?—Yes, they were 
4752. 1 want to know whether there is any perfectly well aware of that. | 

'. particular reason for it?—No._ 4765. Now are you aware of this paragraph 


4753. You see it is charged asa first charge, in the prospectus: “The general bond of the 
the first thing ; he has to have 5,000 /. whatever Government of the Republic of Paraguay for 
comes out of it ?—Yes, it was a matter of bar- this loan, certified copies of the Act of the 
gain; I was unwilling to give him a larger share Legislature. and the other official documents lie 
in the syndicate, and I prefer to give him a sepa- for inspection at the offices of Messrs. Druce,” 
rate commission rather than alarger share in the &c. That was put in the prospectus. Now, are 
syndicate. you aware whether that letter of Don Terrero’s 

4754. These operations of buying back, I take was handed in along with the general bond to 
it, did not involve any outlay of money on the which it was an addition, to lie at Mr. Druce’s 
part of the syndicate ?—Yes, they did. office for inspection ?—That I do not know. 


Mr. Grorce Fiemrne; re-called. 


My. Ellice. Mr. Ellice—continued. Mr. Fleming. 


4766. Wir regard to the letter of Don Terrero, document, the paragraph in the prospectus, which 
of 21st November 1871, to Mr. Waring, autho- runs thus: “ The General Bond of the Govern- 
rising him to buy back, and which Mr. Waring ment for this loan, amd the other official docu- 
has stated, was simply an addition to the original ments, lie for inspection at the offices of Messrs. 
contract; was that letter presented as an official Druce,” was not entirely carried out in that re- 
document with the contract for the loan in the spect ?1—That is a private contract. 
hands of Messrs. Druce, as stated to the com- 4768. But Mr. Waring has told us. that he con- 
| mittee of the Stock Exchange ?—There was no sidered it part of the official proceedings between 
such statement made to the Stock Exchange *n himself and the Government of Paraguay ?—I 
reference to the private contract and the letter. do not consider it official to be submitted to the 
If you will allow me, I will tell you exactly. the public. Private contracts between contractors 


facts. Gh, and foreign Governments are never submitted te 
4767. Then, in fact, so far as concerns that the Stock Exchange. The Stock Exchange 
0.64, Dot sends 
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Mr. £illice—continued. 


sends in, when an application is made for a quota- 
tion and for a settlement, a letter to the con- 
tractors, with a detailed list of what they require 
to be exhibited to them, and these documents are 
supplied in conformity with their request. 

4769. You will observe that my question is 
put, simply because Mr. Waring, in his exami- 
nation in chief and in his answers to me, insisted 
upon it that this was to make good an omission 
in the original contract, and that it was in-fact 
part of the whole contract ?—It was part of his 
private contract. 


4770. Mr, Waring said he considered the 
original contract a private contract; still it was 
the only official document that authorised the 
loan, and it is so referred to in the prospectus, 
is it not?—The official documents that authorise 
the loan are the official decrees from the Govern- 
ment, not the contract at all. 

4771. Then what was this “general bond of 
the Government of the Republic of Paraguay,” 
which the prospectus refers to?—That is now 
deposited in the Bank of England. : 

4772. Then it was the contract for the loan, 
was it not ?—No; that is the general bond exe- 
cuted by Don Maximo Terrero to secure the 
loan to the bondholders. 


Mr. Cuarztes Enpwarp Lewis, 


Chairman. 


4778. YouR name is on the back of a Bill 
which has heen brought into the House of Com- 
mons with reference to the registration of foreign 
loans ?—It is. 

4479. Do you wish to state something to the 
Committee on the subject ?—I do not know 
whether it would be right that, belore doing 
that, I should state what I know of the general 
subject professionally and personally; I should 
like to do that. : 

4780. If you please?—I may state that 
during the time I have been in practice in the 
profession of the law in the City, I have had two 
cases in which I have had to proceed against 
contractors of foreign loans, one of which is the 
subject of deliberation hy this Committee, that. 
of Paraguay. I was concerned for the Republic 
of Paraguay against the contractors for the loan 
in the whole of those proceedings in 1872 and 
1873, which ended.in the arrangement as to 
which the Committee has heard a considerable 
amount of evidence, I think, and it was upon my 
advice that Mr. Fletcher was appointed account- 
ant for the purpose of going into the matter and 
reporting as to the state of accounts between the 
parties. My firm is also at this time concerned 
for the bondholders of the Bolivian Loan, which 
has not been before the Committee, but in respect 
of which, being a loan, I think, of 1,700,0001., 
emitted in the year 1872, tere has already been 
default in payment of the interest; so that, as 
far as my professional experience is concerned, 
I have paid a good deal of attention to the sub- 
ject. But beyond that, I was informally con- 
sulted, more in a friendly way, at the instigation 
of a former Member of this House, with refer- 
ence to the Honduras Loan; and it is a matter of 
fact that Mr. Watt’s committee of bondholders 
met at my office several times, merely to cunsult 
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4773. But the contract for the loan was an 
official document; was it not ?—That is a private 
document. 


4774. Was it not one of the official documents i 
which the public would naturally take as being | 
one of the documents referred to in the pro- | 


spectus ?— Not at all. 


4775, What do you mean by “ other official 


documents,” in the prospectus ?—If you wilk 


allow me I will read what I submitted to the p 


Stock Exchange. 


4776. I will not trouble you, because the list 
is here in the Papers that Mr. De Zoete put in,” 
Now, one of these documents you handed in to 
the Stock Exchange Committee, was “ authority — 
to our firm to negotiate the loan;” that was from _ 


Waring, I suppose ?—No; that is an authority 
signed by Don Maximo Terrero on the 21st 
November, which is one of the documents ex-- 
hibited. 

4777. In fact you do not agree with Mr. 
Waring in considering this contract as part of 
the official documents connected with the loan ? 
—I can only say that in my experience (and I 
have acted for a good many contractors) the pri- 


vate contracts executed between the contractors — 


of a loan and a foreign Government are never 
exhibited to the Stock Exchange. 


a Member of the House; sworn. 


Chairman—continued. 


in a friendly way as to whether they had any re-_ 


medy (I should think those meetings were held 
about a year ago); and, of course, I more or less 
had to investigate the surroundings of that ques- 
tion of the Honduras Loan for the bondholders cs 
then again, I am one of the committee of the 
Colonial and Foreign Government Trust, No. 3, 
which deals in, and inyests its money in, this. 
class of securities very mainly, and we have de- 
faulters on that list. I am sorry to say that I am 
also an inefficient member of the council of the 
committee of foreign bondholders on the Spanish 
loans; I do not think I have been of any value 
to that body. Therefore my attention was called 
to the whole subject long before this was mooted 
in the House of Commons, and if I might be al- 
lowed to say so, I believe that the root of the evil of 
the system under which foreign loans are emitted 
in England arises from the dealings in unallotted 
stock, and the making public the result of those 
dealings; what I mean by that is, that it is a 
universal experience that the morning after a loan 
is published, in point of fact sometimes coeval 
with the appearance of the first advertisement in 
the paper, you have a statement that the very 
proposal of a foreign Government to borrow 
money at a given rate appears to be so well re- 
ceived upon the Stock Exchange, that the chance 
of getting an allotment in the proposed loan is 
worth 12 10s., 27. 10s., or even 3/. 10s. per 
cent. at the very time that the idea is conceived 
and made known to the public. The inevitable 
result is, that the class of persons who deal in 
these loans, country clergymen, widows, poor 
professional men, tradesmen whu haye got a little 
money to invest, at once conceive that this is a 
very favourable transaction; the rate of interest 
is high, all the glowing statements with regard 


to the credit and revenues of the Government are 
published 


: 


3g 


_ principals therein named ; 


Chairman—continued. 


published in the newsnapers, and it appears to be 
appreciated upon the Stock Exchange; I need:not 


say that in nine cases out of ten in these smaller 
‘States and foreign countries it is a mere delusion ; 
it is a mere manipulation between two jobbers, 


| or between two brokers, or a broker and a jobber, 
for which there is not a particle of substance: 


And, moreover, when you consider the way in 
which these arrangements are made, nothing can 


be more facile than to’ build up a complete house 
of cards consisting of factitious false transactions 


upon the Stock Exchange, which keep up the 
delusion of premiums in the minds and eyes of 
the public for days together ; the fact being, that 
it is impossible for any of the parties who are 
conneeted with the emission of the loan to lose 
one farthing, because the margin which they are 
allowed to play with, between the price at which 
they contract, and the price at which they issue 
to the public, enables them not only to pay an 
enormous amount in premiums to the dealers 
upon the market, but to walk away with an enor- 
mous commission for themselves as a profit upon 
the transaction. 

4781. Will you allow me to ask you, how this 
bears upon the Bill which you have introduced, 
and which we haye got before us ?—I think you 
will find that it bears upon it very conclusively 
as to the compulsory registration of all the docu- 
ments.and all the agreements which have taken 
place between the parties who come here repre- 
senting foreign Governments, and being foreigners 
or being the English contractors and their sur- 
rounding sub-agents. All those documents, as I 


- conceive, ought to be registered, just in the same 


way as the law of England requires that if a joint- 
stock company is initiated, every document re- 
lating to the foundation or promotion of that 
company should be registered at the joint-stock 
cowpany’s office, at the peril of its being fraud 
upon the part of any officer or director who wil- 
fully issues the prospectus without disclosing 
those documents. 

4782. Your Bill, I think, does not declare it 
‘to be fraud or state any penalty for it, does it ?— 
This Bill is only tentative ; I will not profess to 
be for one moment responsible for the precise 
terms of the Bill. The idea conveyed in it of 
_the registration of documents connected with the 
issue of foreign loans is that to which I desire 


_ to commit myself; as regards details, I do not 


know what counsel or legal hand was concerned 
in it) ® 
Sir Henry James. 

4783. If you look at Clause 6 in your Bill, 
you will see what the Right honourable Chairman 
means ?—That clause is, “If the agents men- 
tioned in this Act shall wilfully omit to register 
their'names and addresses as therein provided, or 
shall wilfully omit to register any proposal made 
by them to borrow money in England by public 
loans, or any contracts, agreements, accounts, or 


|. other documents relating thereto, at the office of 


the Registrar of Joint Stock Companies, such 
agents shall be held to be personally lable to 
perform all the terms, conditions, and stipulations 
set forth in such proposal, as if they were the 
and if such agents 
shall suppress, destroy, mutilate, or falsify any 
contract, agreement, account, voucher, or other 
document, or the particulars of revenue or taxes, 
title to or abstract of title to any. property, or 


- the statutes of any foreign company or association 
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Sir Henry James—continued. 


mentioned in this Act, such agents shall be 
deemed guilty of a misdemeanor.” 

4784, That makes them liable ?—Yes; but, as 
I say, the structure of this Bill is merely tenta- 
tive; it merely points to the idea. 


Sir Henry Holland. 


4785. But the proposition which you were 
discussing about dealings in unallotted stock 
would not be in any way touched by the Bill ?— 
No. 

Chairman. 

4786. How would the question of those deal- 
ings connect itself with this measure ?—]I do not 
profess to say that it is connected with the 
measure, but I thought it connected itself with 
the general subject of the inquiry which this 
Committee had in view. 


4787. We were rather wanting to hear your 
view about this Bill, which is referred to us by 
the House; it would be better, I think, if we 
confined ourselves to the Bill first, and then we 
can go into the general question afterwards. I 
want to know exactly what good you think will 
come from this Bill, what good it will do?—I 
was endeavouring to explain that. If there be 
an agreement between a foreign Government 
and a contractor that a certain stock shall be sold 
to him at 65, for instance, and that he should be 
at liberty to issue it at any price which he might 
think proper, and put the difference into his own 
pocket, that is a transaction which tells its own 
tale, and which ought to be known to the parties 
with whom the persons issuing the prospectus 
are dealing, and it ought to be registered, I 
submit. If, again, there is an enormous com- 
mission specifically arranged to be granted to 
the contractor for a loan, that. is a most 
material circumstance, as I suggest, which 
ought to be known or to be capable of 
being known to every person invited to sub- 
scribe to it. So again, running through all the 
various arrangements that the Committee have 
heard of, every fact connected with, and every 
agreement or document leading up to, the issue 
of the loan ought to be, I do not say promised to 
be produced under the terms of a prospectus 
such as you have here, but ought to be, as I con- 
ceive, registered at some public office where 
persons can go and look at it, not only at the 
time before the issue of the loan, but where they 
can ensure its production afterwards, supposing it 
is necessary, in any. court of law. And I take 
the analogy of the Jomt Stock Companies Act 
of 1867, and I say that, @ fortiori, it is applicable 
to a foreign loan, because. there you'are dealing 
with an impalpable body, a South American 
Republic; you are dealing with them through 
some respectable contracting firm, but you are 
wholly unacquainted with any of the arrange- 
ments which are made, which would enable you 
to judge whether it was a fraudulent, or reckless, 
or a prudent transdction; and accordingly per- 
sons: fly to the only source: they have, namely, 
the newspaper, to. see what premium it bears 
upon the Stock Exchange ; they go to that, and 
that alone. 

Sir Henry James. 

4788. As to this Bull, Mr. Sheridan, whose 
name is on the back of the Bill, I believe is 
I wrote to him as you 
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Sir Henry James—-continued, 
come, but he has written to say that he is too 
unwell to come to-day. 

4789. The Act of 1867, which you refer to, 
refers only, I think, to English companies ?-—It 
does. 

4790. By the 38th section of that Act, I think, 
the non-disclosure of any contract by any of the 
promoters or contractors, at least the knowingly 
not disclosing it, is made fraudulent on their 
part?—I believe the exact terms are, that a 
wilful issue of prospectus, without disclosing any 
such contracts by any director or promoter of a 
company, is fraudulent. 

4791. That is in the Act of 1867, the 38th 
section, which applies only to English companies? 
Yes. 

4792. Your view is, that it would be well to 
extend that Act for @ fortior? reasons to the 
foreign loans?—Yes. 

4793. For instance, if the revenue of a country 
is hypothecated, would you have the contracts 
affecting that hypothecation also registered ?— 
I think it would be only fair that they should, 
certainly. 

4794. With regard to a State which does not 
hypothecate, and which is a wealthy State; of 
course you could not ask very well for a state- 
ment of revenue from a country like Russia, or 
France, for instance, borrowing in this country ; 
but if a State brings something in its hand that 
it is willing to hypothecate, do you see any 
reason why that should not be put in to a certain 
public officer ?—No; but of course the erforce- 
ment of that, if the rule were not kept, opens up 
a large international question which I need not 
refer to here. 

4795. I understand that this Bill of yours is 
purely tentative ?—Suggestive simply. 

4796. It does not touch the question of dealings 
before allotment ?—No. 

4797. Have you any suggestion as to how you 
would prevent dealings before allotment ?— 
Perhaps the Committee would allow me to take 
rather general grounds here. I have for years 
known the Stock Exchange, and Stock Exchange 
men in their business, and on that Stock Ex- 
change there are men of the highest character 
and standingthat could be found in any profession; 
and it is not their fault, but I have no hesitation 
whatever in saying, from what I know, that the 
public have made the Stock Exchange a great 
gambling-house, especially in regard to transac- 
tions in unallotted stock and shares. I can only 
say that if the Committee had seen the names 
and accounts of women, ladies of titles, men of 
‘all classes and ranks of lite, in stockbrokers’ 
books, they would be perfectly astounded; and 


it is impossible to believe what I know as to the . 


wide-spread character of the gambling upon the 
Stock Exchange. The public, not the dealers, 
because the stockbroker does not know when an 
account is opened whether it is to be a speculative 
account or not; but the public of all classes and 
of both sexes have made the Stock Exchange 
a great gambling-house, and especially these 
gambling transactions take place in unallotted 
stock. I would suggest this, that just in the 
same way as the Legislature has prohibited the 
publication of betting advertisements, and has 


positively driven them out of the United King- - 


dom ; so, as I say, the evil in connegtion with 


these trasanctions on the Stock Exchange is so - 


great, and the canker has eaten so deep into 
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society, that nothing but a prohibition (so far as 
you can carry out that prohibition safely with ' 
reference to the requirements of business) of all 
dealings in unallotted stock and shares, and the 
prohibition of all advertisements and statements 
im newspapers with reference to those dealings 
themselves, will have any effect whatever in 
checking the evil. It may be a strong remedy 
to apply ; it was also a strong remedy to apply 
to prevent betting advertisements; but it has 
had its effect: sane 

4798. But, apart from stopping the publication 
of what takes place, can you suggest anything 
as to how the dealing itself could be prohibited ; 
would you wish that to be made illegal ?— 
When Sir John Barnard’s Act was in force it 
was so absolutely a dead letter, that I do not look 
upon a mere prohibition as anything; it is the 
checking of the publication that is the real thing, 
in order that the public may not be deluded. 

4799. Will you bring your mind to Mr. Lee- 
man’s later Act, providing that bank shares, 
when dealt with, must have the numbers given ? 
—I think you will find that Act is repealed. 

4800. It has fallen into disuse apparently, but 
is not repealed; but probably your attention has 
not been directed to the question whether there 
could be any similar enactment made as to deal- 
ings in unallotted stock?—In reference to Mr, ~ 
Leeman’s Act, I know what ought to be done 
under Mr. Leeman’s Act is, that the contracts of 
purchases and sales should contain the numbers 
of the shares upon the face of them. I thought 
that Act was repealed by the Legislature; I am 
quite satisfied that it had been repealed by the 
common practice of the Stock Exchange and 
purchasers. It is no use making enactments 
which are not enforcible, or which practically 
would be useless. The real evil is the. publi- 
cation of fictitious premiums. If you were to 
investigate from bondholders themselves how ~ 
they had been induced to subscribe, they would 
tell you that they saw that upon the Stock Ex- 
change for days together a certain price had 
been quoted, and they believed that while the. 
rate of interest was high the speculation was a 
good one. 

4501. You would leave everything the same, — 
as regards legislation, except that you would 
have unpublished dealings instead of published 
dealings ?—No; I would prohibit the dealings, 
but I would do more than that. : : 

4802.. What penalty would you attach to the ~ 
Act if they did deal, would you make it a penal — 
offence; do you think we could?—I do not 
think you could make it an offence punishable 
with imprisonment, but I think if you make it a 
pecuniary penalty, not upon the broker or jobber 
who dealt, but upon the person outside, who 
bought or sold, that would be sufficient. 

4803. You are putting it as a mere gambling 
transaction ?—I believe it is, unless you take the — 
case of a loan emitted by a country like Russia, — 
or France, or the United States of America; as bs 
to all these South American Republic loans, the 
whole of the dealings have been gambling trans- 
actions, or for the purpose of rigging the — 
market. : 

4804. Would you apply the same principle 
to betting, and make two persons betting to- 2 
gether a penal transaction ?—How far you are to a 
carry these provisions is a practical matter for > 
consideration. ‘a 


L: 
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Sir Henry James—continued, 


4805. If it be real gambling, do you think that 
Legislature would make betting as between 
dividuals penal?—I do not think the House of 
Commons would. 
| 4806. If we make it illegal and penal, itis a 
egislation that we may have difficulty in carrying 
‘out ?—I can only suppose that this Committee’ 
would not have been appointed at all if it had 
not been to deal with a great and serious public 
evil. It certainly occurred to my mind that a 
great public evil had been exposed. If you want 
to apply a\remedy, you cannot do it by a rose- 
water method, you must attack it at the root. 
‘The root is the fictitious dealing; the publication 
‘of the absurd and false prices which delude a 
ergyman to invest his money, or a widow her 
savings. If you do not attack the evil there, all 
J can say is, with submission to the Committee, 
do not waste any more time on it. 
_ 4807. We want to get the axe from you rather 
‘than the root ; we know the root ?—I have sug- 
| gested rather a strong axe. 
’ 4808. When I ask you how far we can temper 
the axe, you tell us there is great difficulty in 
‘that; would you also have any publication of 
“the amount of stock that has been really issued 
to the public, and the amount of stock in the 
“hands of the contractors from time to time ?— 
My notion is that the registration ought not to 
_ stop short with the mere registration of the loan 
documents; the allotment ought to be registered ; 
that is to say, the particulars of the persons who 
“applied for stock; how much they applied for; 
their names and addresses; and the amount 
allotted. For what is the condition of the bond- 
holders in any one of these foreign loans at the 
"present moment? Perhaps they find that the 
first coupon is not paid, or that the second and 
' third are not paid. They are not only a rope of 
sand in themselves, because they are things that 
_ pass from hand to hand and shift from ‘lay to day, 
but they have no means of ascertaining who are 
_ the other grains of sand- in the rope; they have 
_ to put an advertisement in the papers in order to 
ascertain who their co-unfortunates are. If you 
compel the agent in a loan contract to register 
i; the allottees, you, at all events, ascertain who 
~ the original holders are. 
_ 4809, Would you make that document open to 
public inspection ?—Certainly ; just-in the same 
way as the names of shareholders in the London 
and Westminster Bank, and the numbers they 
_ hold are, if they are registered under the Act of 
1862; at all events, in the case of every bank 
- now registered, you can ascertain how many 
shares I hold, and how many you hold, and what 
_ I paid upon them, and what you paid upon 
_ them. 
4810. In the same way we know from experience 
F now that the contractors, or the borrowing 
+ Government, often buy back a quantity of stock, 
and so, in that way, take it out of the hands of 
_ the public, so that interest has not to be paid 
My upon it?—Yes. 
4811. Do you think it would be beneficial to 
_ let the public know, from time to time, how much 
~ money has actually been paid in half-yearly or 
yearly interest ?—It ,would, most assuredly, for 
_ two reasons: in the first place, it lets the public 
know as to the pecuniary condition of the 
ng Government, guoad the loan. Take, for instance, a 
loan of 1,500,000 Z,, where the results of the whole 
is that the Government get 400,000/ in hard 
0.64, ; 
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cash; they have become liable, perhaps, for 
700,000 2. or 800,000 U., representing commission, 
premiums, and losses, and so on, connected with 
the transaction; the rest has all been bought 
back, and they have the bonds in the strong-box 
of their agent; it is very important that the 
public should know that whereas apparently that 
loan inflicted an indebtedness on the Government 
of a million and a half, in reality it let it off with 
an indebtedness of 700,00027, or 800,000 2.; but 
it has this further advantage of letting the public 
know how much that Government was willing to 
pay in order to get, we will say, 400,000J. or 
500,000 ., which would be indicia of its pecu- 
niary condition and solvency. 


4812. That was not quite my point; when 
the contracting Government or the con- 
tractor had bought back a portion of the loan, 
say that when it has been issued for 700,000 7. 
they buy back 500,000 2, so that there is only 
200,000 2. left for interest to be paid upon, do 
you think it would be beneficial to publish the 
amount actually paid to the public from half year 
to half year, so that the public would then know 
what sum had actually been taken out of their 
hands ?>—Yes. 

4813. You know that now the numbers of the 
bonds are published half-yearly or yearly, as the 
case may be ?—Yes. 


4814. Do those numbers drawn ever show by 
the paucity of the numbers that stock has been 
taken out of the hands of the public; I believe 
the whole sinking fund is always shown as having 
been expended in each half-yearly drawing ?—I 
have never watched that, and my impression is 
that it would show it to anybody who analysed it.., 


4815. Supposing 50,0007. is to be charged 
every half-year in paying off the sinking fund 
(I do not know whether your attention has been 
called to the matter), have you ever seen less 
than 50,000 7. advertised as spent in paying off 
that >—No; I have never looked at that. 


My. Kirkman Hodgson. 


4816. They always advertise the whole amount, 
though a large quantity may be in the hands of 
the contractors. We have had it in evidence 
that a very large drawing was applied for only 
to the amount of one-tenth. I think the papers 
handed into us by the bank which made the pay- 
ments, showed that nine-tenths of that drawing 
was never applied for, the inference therefore 
being that they were in the hands of the con- 
tractors ?--They drew a number that were in 
the box, in fact. eM: 


4817. The numbers that were in the hands of 
the public were paid, but nine-tenths or seven- 
eighths of the loan were in the hands of the con- 
tractors, and therefore were not paid ?—Quite 
so. . 

4818. I think you will agree that it would be 
perfectly easy to avoid any difficulty of that 
kind; if it were necessary to make a publication 
as suggested, nothing would be easier than for 


the contractors, those who held the bonds in 


abeyance, to pay in to the bankers the whole 
amount of the drawn numbers; they would then 
present the coupons of their bonds and receive 
back the money they paid in ?—It could be 
arranged in that way. ; 
DD3 . Sir 
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4819. You do not in such cases regard that as 
a healthy system, making it appear that all the 
bonds are in the hands of the public 2—No system 
can be healthy when it is a mere delusion. 

4820. A question or two as to the legal pro- 
cedure. At present I think you are aware that 
if there be fraud in the contracting Government, 
there is no remedy whatever in the courts of this 
country '—No. It is a most singular state of the 
law that while a foreign Government can sue 
anybody here, if you want to file a cross Bill 
against the foreign Government they need not 
appear to it. 

4821. Take the case of a bondholder who has 
been defrauded ; that bondholder has no remedy ? 
—No. 

4822. And if there is a representative of the 
Government in this country, there is no power 
of proceeding against him, although he may have 
been guilty of personal fraud ?—No. 

4823. Take an Ambassador or Minister of 
State who deceives the contractor, or himself 
issues the loan, and deceives the public, there is 
no means of proceeding against him ?—No. 

4824. He on the other hand can proceed 
against anybody he likes ?—Yes. 

4825. If such a person makes an affidavit, you 
cannot cross-examine him ?—You cannot compel 
his attendance ; he may graciously come. 

4826. Objection may be taken to his affidavit, 
unless he submits to cross-examination ?—I sup- 
pose a court of equity would probably apply that 
rule. 

4827. They could use his affidavit for all 
ex parte applications ?—Yes. 

4828. I will ask you, have you considered 
this ; of course now the remedy for the individual 
bondholders against any person who may have 
defrauded them is the remedy of each, and is 
expensive to each, and of course for a bond- 
holder, say for 100 7. or 500. worth of stock, to 
take proceedings against a contractor, involves a 
very large expense ?—In equity, if you have got 
a common case, one can sue on behalf of himself 
and all others similarly situated. 

4829. Take the case of bondholders, each 
holding independent bonds, some allottees, some 
purchasers,and so forth ?—It would be different 
if you classified them in that way; but I appre- 
hend this is perfectly clear, that in all the original 
allottees in a loan, which was we will say based 
upon fraud, having a common case, one could 
sue for the whole. 

4830. They cannot in law?—No, they can 
in equity; but those who bought upon the 
course have no such case at 
all, 

4831. There may be different representations 
used to different bondholders ?—There might be 
individual cases, no doubt. 

4832. Do you think it possible that there 
should be any legal official, I will not say the 
Attorney General, but a person answering to 
that position, who may be appointed to file in- 


formations against persons placing fraudulent 


loaais upon the market, and that you should allow 
the recovery to be general for the benefit of all 
concerned ?—TI should be loth to go into that 
question without seeing to what it would lead, 
because I think there is a perfect analogy in the 
case of joint stock companies as regards the 
shareholders there. I think that is a- wider 
question than the question merely as applicable 
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Sir Henry James—continued. ; 
to foreign loans; because I think it w 
apply eyually to shareholders in jomt stoe ci 
companies. a 
4833. In joint stock companies you haye the 
power of winding up and dividing the assets amon rie 
the shareholders?—But you cannot wind u 
merely because the company has been fraud 
lently concocted. 
4834. If they are in debt you can ?—Yes, © 
4835. But you cannot in the case of foreign | 
loans ?—No. : q 
4836. Therefore you are worse off in those; 
loans ?—Decidedly worse off. Ea 
4837. Ipresume that in your view the present _ 
mode of giving a settlement by the Stock | 
Exchange without relation to the amount sub- | 
scribed 1s not much of a safeguard to the public ? | 
—I believe myself that the Stock Exchange | 
Committee, in reference to settlement, do most | 
conscienciously all that they possibly can, and — 
do their work very efficiently. It may not be satis- 
factory, probably it is not; I do not. think it is 3 
satisfactory to themselves; but I do not think it _ 
is capable of being found fault with in any sense | 
as being wilfully or carelessly deficient; I think i 
they take an immense deal of trouble; that has | 
been my experience always. | e 
4838. There is no rule, we understand, as toll 
whom they will grant a settlement in relation to) 
the amount applied for?—No; I do not know | 
that they have exactly the same rule as they 
have with regard to companies. If you were to | 
attempt to impose upon’ them ‘the necessity of |) 
seeing whether there had been buying back, and 
so on, it would break down; they would not be |) 
able to follow it out. fy | 
4839. You could scarcely impose that obliga- 7 
tion upon a voluntary body ?—No. at 


Mr. Walter. a. 


4840. You are aware that the custom is prac- | 
tised with regard to these loans of putting by a © 
certain sum, 2 per cent., or a certain sum every |> 
year, for the redemption of the loan by drawings | 
and that that forms an important element in th 
temptation which these loans offer to the public? | 
—Yes. 

4841. Will you state to the Committee you 
opinion as to the legality of that practice or the 
expediency of rendering it illegal?—I think i 
has an unfortunate effect, for if you have a loan | 
issued at 75, with interest attached 7 per cent., |) 
and a possible drawing which might lead to yo 
being paid off in a year or two, it is a great addi- 
tional temptation; the speculative part of it is | 
very tempting to many people. I donot think | 
myself if it stood alone that is to be regarded with 
any disfavour. It is because those loans are no 
fairly brought out, because truth is not told, bu 
untruth is told, that the evil arises. 

4842. Is there any analogy for the practice in 
any securities issued by public companies ?—I 
is frequently copied in'England. Debentures 
English companies are frequently issued at 
discount, to be paid off by annual drawings ;. fo 
instance, the Credit Foncier (the case occurs ¢ 
me) had to be paid off by drawings. I think 
paid 94, and I got 100 within three or fou 
years. foe Per é 

4843. Would it bea legal thing for a railwa 
company, for instance, to issue debenture st 
redeemable in that way?—I do not know whe 
they would be at liberty to issue it at a discount 
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Mr. Walter—continued.. 


would depend upon the Act of Parliament ; 
aless they had special power to do it no directors 
ould be authorised either to issue shares at a 
fiscount, or to incur obligations at a discount. 
4844. I wish to know what precedents there 
are for the practice?—I think the precedents 


England. 

~ 4845. Can you state any case ?—I have stated 
“the case of the Credit Foncier. 

_ 4846. That has not an English sound about it 
“altogether ?--It is an English company. 

_ 4847. But is there any such practice in a rail- 
| way company, or joint stock company ?—I could 
' “not mention a railway company, but I am quite 
tisfied that there have been 20 or 30 instances 
| of coal and iron companies within the last year or 
o where the debentures have been issued at a 
discount to be paid off at par by annual draw- 
eo 

_ 4848. They are in point of fact lotteries >—No 
| doubt they are drawn by lot. 

foe Sir Charles Mills. 

| 4849. The registration of the original allot- 
| ments would only be for the purpose of ascertain- 
| ing the names of the bondholders?—And the 
| amount allotted. 

4850. But not the amount in the hands of the 
public ; you would not get it from that ?—I would 
_have every allottee named. 

_ 4851. You would not arrive at the object of 
| ascertaining how much remains in the hands of 
| the public, because it is allotted to the public; 
.| but bought by them and transferred after allot- 
_ ment ?—If, for instance, you found that there was 
_-an allotment of a very large amount, which might 


possibly be the case, to one person, that would 
_ lead to inquiry and you probably would find that 
that was some representative of the agent con- 
_ tracting for the loan, and therefore it would be a 
, sham allotment. 
. 4852. But im several instances, which we have 
| had before us, the applications appear to have 
been genuine, where there were no nominees ; 
but the publication of those names would not in 
_ the least show how much remained in their hands 
_ after the allotment ?—No. 
, 4853. Therefore it would only be of use as a 
| register of the names ?—There would be no sort 
_ of difficulty in requiring the agents for the loan 
to register the account of their purchases. 
. | 4854. I only want to show that this registra- 
. tion would not meet this question of ascertaining 
. how much had been bought back?—It is only 
, | part of a series; I do not understand what pro- 
f | viso can be demanded by a foreign government 
|| with reference to any of those transactions 
'in these loans, and if you compel them to 
| register not only the allotments, but the accounts 
_ they settle with their own agents, showing how 
|| much they bought back, how much premium 
they paid, and so on, it’is not interfering with 
| private transactions, because they come here to 
| this market and ask for money, and it is only fair 
to make that condition. 
| 4855. You would recommend registration of 
| all subsequent transactions ?-—Certainly, if you 
| want to prevent the frauds which have been com- 
| mitted. If you do not want to prevent them, it 
_ is very easy to make some apparently protective 
provisions which come to nothing. 
4856. You have never thought, perhaps, what 
0.64, 
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Sir Charles Mills-—continued. 


the effect would be of the imposition of this regis- 
tration ?—I think the effect of it would be to keep 
a lot of shabby loans out of the market. 

4857. And good ones besides, I should think ? 
—TI do not know about that ; I think those things 
that are capable of having daylight applied to 
them. would not be injured. 


4858. You do not think that while saving the 
public from the bad ones, it might tend to mjure 
the good ones ?—There either is, or is not, now a 
grave evil existing. If it is only an ordinary evil 
you must allow the ordinary processes of human 
life and business to correct it; but if there be a 
grave evil proved now, it can only be met by such 
remedies as may possibly injure even good trans- 
actions. But if there is an overwhelming neces- 
sity for a remedy to prevent these frauds, you 
must not be very particular. 

4859. In fact in order to obtain good, you must 
not mind doing evil at the same time ?— You must 
not mind putting the States to a little mcon- 
venience. 


Mr. Puleston. 


4860. It is not a question of inconvenience I 
understand from Sir Charles Mills’ inquiry, but of 
actually getting the information or making such 
provisions as may force the Governments to go 
elsewhere ?—I do not believe the Russian Govern- 
ment, for instance, in issuing a loan here would 
be at all frightened from coming into our market 
by letting it be known that they paid 2 per cent. 
commission on the last loan. 


Sir Henry Holland. 


4861. The question is this: if the loan were 
issued abroad the borrowing country would not 
have to comply with these regulations, and the 
public might then be induced to subscribe to that 
loan. Do you protect the public sufficiently by 
this Bill against that possibility ?—You cannot 
protect the public from buying, if they chose, from 
persons in Paris or elsewhere; but if you have a 
law here, and then foreign states will not submit 
to it, they will not submit to it for some reasons, 
and it is a warning; if they do not submit to 
reasonable requirements, it shows that there 
is some reason for which they prefer secrecy. 


Mr. Bourke. 


4862. Supposing you made the system ever so 
effective, what would be the difficulty in a foreign 
government, if they wished to raise a loan, doing 
it inthe way that some of these loans have been 
raised, bringing out the loan in Paris and then 
having it dealt with in England?—If a foreign 
loan were brought out in Paris, the law prohibit- 
ing dealings in the Stock Exchange here prior to 
allotments, would apply just the same ;.it could be 
made to apply just the same. 

4863. The system of. registration would not 


apply insuch a case?— No; but there, at allevents, ° 


there would be some indication given to the 
public of the character of the loan; we will not 
take France or Russia, but we will take a South 
American Republic; a South American Republic, 
we will suppose, goes to some agent in Paris, and 
issues a loan, and comes over here to get the 
money ; what is the observation to which they 
are subject? That they did not dare register the 
documents in England. 
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4864. But supposing the money was nominally 
got in Paris, really it might be got here, might it 
not?-—It is impossible to protect persons against 
their obstinate stupidity ; you cannot carry the 
system of protection to the infirm, and the insane, 
and the weak beyond a certain point. 

4865. Would not the insane, and the weak, 
and the infirm in England be just as much victims, 
if a loan were brought out in Paris, if they chose 
to deal in it here, as if it were brought out in 
London ?—I believe there are some persons who 
would manage (just as some people manage to 
jump off a parapet however high) to commit 


that sort of pecuniary suicide; but the question ; 


is whether you are not doing a general good in 
protecting ordinary prudent people. 

4866. But the people you spoke of first, the 
public who are the gamblers, those people would 
find it just as easy to deal in a loan, if brought 
out in Paris, as if brought out here ?—No doubt 
if they were simply looking for counters to play 
with they would find them. - 

4867. So that the whole of the system would 
entirely break down in the case of loans brought 
out abroad and dealt with in England ?—I do not 
think that the whole system would break down; I 
believe myself, sincerely, from all my experience, 
that none of these shabby loans, which ought 
never to have been put on this market at all, 
having no security at the bottom, would have had 
a chance of being floated, but for the two things 
being combined, dealings on the Stock Exchange 
before allotment, publicity to those dealings 
leading up to persons rushing in and buying what 
they thought was a good speculation. You can 
stop that with foreign issued loans, as well as with 
English issued loans. 

4868. Not under this Bill, can you?—There is 
na clause in that Bill prohibiting dealings in un- 
allotted stock at all; 1 merely put forward that 
suggestion as one of the general remedies, 

4869. How would you deal with the case of a 
loan brought out in Berlin, or Paris, or Frank- 
fort ?—I see some of the Committee are startled 
by what I have already suggested; but probably 
they will be more startled by what I am going 
to say now. I would not allow any of these 
foreign loans to be advertised in England without 
the particulars being registered here, just the 
same as if they were issued here. If you come 
into this market, you ought to come in on the 
same conditions as if this had been the central 
point of issue; and if a loan were issued in 
Berlin, I would not allow that loan to be adver- 
tised here without the conditions of the Act of 
Parliament, supposing it is passed, being complied 
with. I would make them applicable not only to 
those originally issued here, but to those originally 
issued elsewhere, and advertised or circulated 
here for the purpose of raising capital. You 
could easily provide this, that any statement of 
the loan issued in Berlin or in Antwerp should’ be 
surrounded by just the same conditions as to 
registration, and so on, as if it had been originally 
issued here. You could make it illegal to issue 
the advertisement, or the parties connected 
with it. 

4870, You would apply that to all loans, 
and bad ?—Yes. 

4871. Do not you think it would drive away a 
good deal of legitimaie business from the country ? 
-—I dare say it might. 


good 
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Sir Charles Russell. ° ie 
4872. Ts there not at present a practice pr 
vailing in the Paris Bourse of the police som 
times interfering in a manner that is not usual i 
London ?—I am afraid I cannot tell you. } 
4873. Would you allow me to ask you one 
question with regard to drawings; there is an 
impression abroad that in cases where a large 
proportion of bonds are held by the syndicate or 
others, the drawings are not (to use a very 
familiar expression), quite upon the square; now 
have you heard anything, or co you know anys 
thing, in that direction ?—No; 1 do not at all : 
I am not inclined to believe it for this reason, 
that all these drawings take place in the presence 
of one or other of half-a~dozen men, Mr. Venn, 
Mr. Girdle, or other. persons whose names at 
this moment do not oceur to me; I do not think 
any consideration whatsoever would induce them 
to allow the possibility of manipulation ; they do 
it in a very artistic way, I assure you. : 
4874. I merely wished to ask the question, 
because I have had the suggestion made to me? 
—I do not. know, and I have no means of know- 
ing ; but [ do not believe it. 


Mr. Riese Flodgson. 


4875. You mentioned that you would prevent 
the quotation of dealings before allotment, you: 
know they are not quoted by way of advertise- 
ment, you will find them in the City article ?— 
Yes. 

4876. They are the voluntary contribution to 
the City article of brokers, who towards the end 
of the day bring a still later list of prices which 
are not put in from the official list, but appear 
from the money article, and are the closing prices;: 
how could you prevent that which is not an 
advertisement, but merely a piece of news?—I 
should be very sorry to infringe upon the liber- 
ties of the press; but allow me to say this: it isa 
most extraordinary thing that the “ Times” 
newspaper never quotes the price of an unallotted 
share of a joint stock company. It refrains from 
doing so in the interest, as I believe, of the public; 
some of the papers do, but in the interest of the 
public it considers it a matter of paramount im-. 
portance, I believe, to abstain, and it abstains: 
from that. It will not assist the speculation in. 
unallotted shares. I do not see why there should 
not be the same rule of self abnegation on this 
subject. The “Times” newspaper has voluntas 
rily refused for years past ever to quote the price. 
of unallotted shares, and 1 never could under 
stand why it should quote the price of unallotted | 
stock. .I do not think it would be a hardship — 
upon the press if it were told it should not, ang 
ought not, to quote the price of unallotted stock ca 
it would only be copying what the press itself, 
by its most distinguished representative, has 
thought proper to do with reference to unallotted | 
shares. i 

4877. I go with you'to the fullest extent in 
your assertion that the root of the evil is in. the | 
buying and the dealings before allotment; but I 
put it to you whether the law can touch that; 
whether it is not rather a thing for the gentlemen — 
of the Committee of the Stock Exchange and 
public opinion to deal with. I think I can see a 
laches already from what we have heard, in the 
present rules of the Stock Exchange, in regar 
to the particulars they require before they give 3 
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Mr. Kirkman Hodgson—continued. 


quotation; but do not you think that if it were 


ossible, if to those particulars there were added 
a declaration that the loan is issued to the public, 


and that the contractors have not bought back 


any portion of it, that would be a very good 
proviso?—Perhaps I am rather dull, but I do not 
see how that would deal with the question of 
dealings before allotment at all. 

4878. You understand what is done at the 
present moment; a contractor has, to my mind, 
a perfect right to buy for his own account what 
he chooses; if he thinks it will raise the loan let 
him keep what he chooses of it; but he has, to 
my mind, no right to buy in anything before the 
allotment with the guarantee of the Government 
behind him, because then, in reality, he is not 
buying, and the stock has not been allotted 
to the public, but it remains in the hands of 
the Government, who are the issuers. There- 
fore I ask your opinion whether, if any de- 
elaration could be added to the particulars that 
the loan is bond fide issued to the public; and 
that the Government have not bought back any 
portion of it, that would not tend to remedy 
some of the évils?—It would be a very partial 
treatinent of the evil which I say is the real one. 
It would not prevent in the least your having a 
certain number of fictitious transactions every 
day, which would lead to that same unreal quo- 


_ tation appearing as a temptation continuously up 


to allotment. 

4879. The Stock Exchange Committee at the 
present moment, with a very proper idea of the 
sacredness of a bargain, have stated, through 
their mouth-piece, Mr. de Zoete, that a bargain 
should scarcely ever be voided, and never ought 
to be voided on the Stock Exchange, except on 
most direct proof of fraud, I do not mean sus- 
pected fraud or anything doubtful about the 
matter, but distinct clear proof of fraud. Do 
you think that the Stock Exchange would go 
so far as to say, “ If bargains are made in shares 
before allotment, we will allow these bargains 
10 be repudiated without enforcing the penalties 
which are at present in force against such a man 
by turning him away ?—I do not think that isa 
satisfactory way of dealing with it; if it were to be 
amere suggestion of that sort not founded upon a 
law making those transactions illegal, it would 
be merely setting up one immorality against 
another. 

4880. I put it toyou as a difficulty ?—I should 
not like that suggestion adopted. 

4881. Then I am afraid at the present time 


we do not see our way very clearly, except by 


the force of public opinion and a general diminu- 
tion of the passion of gambling, to alter the 
present state of things ?—No other remedy than 


~ that which I have suggested has occurred to me; 


{I have seen the evil for years. 

4882. The circle of investors and dealers and 
gamblers in this style of loan has increased very 
much in the last few years ’—No doubt about it. 

4883. Since the appearance in the world of 
what are generally called financial agents as pro- 
moters ?—I think the spirit of gambling amongst 
the English people has very much increased. 


Mr. Watkin Williams. 


4884. I should like to ask you a question about 
this practice of buying back. In your experience 
do you consider that there is any distinction be- 
tween these two cases; in the first place the case 
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Mr. Watkin Williams—contniued. 


of acontractor who has taken a portion of a loan 
firm buying back in order to prevent his property 
being sacrificed; and in the next place the case of 
a contractor buying back, not for the purpose of 
protecting himself, but under the indemnity of 
the borrowing Government, and at their instance. 
Is there any distinction ?—It is impossible to say 
there is not some distinction. 

4885. I mean in principle ?—I do not know 
that there is much. The common pretence upon 
which all these dealings at fictitious prices before 
allotment are supported is this, “ We want to 
defeat the bears; if you’ do not do that, the 
stock will be beared too low.” The fact is, with- 
out beating about the bush, that the great object 
is to get applications for shares, and unless you 
get a premium quoted, you do not get applica- 
tions. 


Mr. Kirkman Hodgson. 


4886. Do yoti believe in bears ?—I believe in 
bears, but I do not believe in that excuse. It is 
generally referred to as an excuse for fictitious 
purchases; the fictitious purchases generally pre- 
cede the bears, and the bears do not precede the 
fictitious purchases. 


Mr. Wathin Williams. 


4887. The truth is they are watching each 
other ?—There must be bears, and there must be 
bulls if you have got purchasers and sellers; the 
usual thing is that the purchaser begins in order 
to make a market. There must be bears and 
bulls upon the market, in order to have any series 
of transactions at all. 

4888. I understand you to say that substan- 
tially, and in principle, there is no distinction 
between the case of a contractor who has taken, 
we will say, 500,000 /. of a loan firm, then buy- 
ing hack for the purpose of preventing his own 
state being depreciated, and the case of a con- 
tractor doing it at the request of the Govern- 
ment?—I do not think so; I think the distinction 
is based on a mere pretence. 


Mr. Kirkman Hodgson. 


4889. And you do not believe in the necessity 
of these artificial proceedings, I will call them, 
to maintain the credit of a good loan?—If the 
United States of America wanted 500,000 J. in 
this market, it would not be necessary to go and 
get that quoted at 1} premium to-morrow 
morning, as it would be in the case of Bolivia or 
Paraguay. 

Mr. Watkin Williams. 


4890. Do you think that any system for the 
protection of the public can be devised which 
could not be evaded by skilful persons ?—It is 
impossible to frame a whole network of arrange- 
ments which shall prevent fraud, or all sorts of 
arrangements intervening, and dodges being suc- 
cessful, but what I say is, that from my long ex- 
perience in connection with these matters (and 
the Committee must pardon me for still harping 
upon it), you may sit here for years, and until 
you attack the dealings before the allotment, you 
will never do a particle of good. That is the 
beginning, the middle, and the end of the thing ; 
and if you were to go round to the country 
clergymen, and the spinsters and widows, who 
have lost their money in these loans, and ask them 
how they were induced to apply for them, some 
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Mr. Watkin Williams—continued. 


of them would tell you that their country bankers 
had told them that the loan was a good thing, 
because they had seen it quoted in the paper at 
so much premium, and a lot of them would tell 
you, “ I was sitting at tea, or at breakfast, and I 
got the morning paper, and | saw that this loan 
was at 2 or 3 premium, and I immediately sat 
down and made arrangements for selling a little 
property I had, and put 3007. or 400 Z. in it.” 

4891. Supposing any scheme to meet the evil 
were adopted by Act of Parliament, and were 
not to be perfectly successful, would it not really 
increase the mischief?—No, I do not think it 
would. ; 

4892. Would it not do so by giving a supposed 
security which was merely delusive ?—No, I do 
not think it would. 


Sir Henry James. 


4893. When you said that you would have 
registration of the dealing in this stock, did you 
mean that you would have any registration of 
any dealings between two independent parties? 
—No. 
4894. Will you explain what is the dealing 
that you would have registered?—I would re- 
quire that the agent for the loan should register 
the account of his settlement of the loan with his 
principal, the foreign government, which would 
show how much he bought back and all the 
particulars of the financial transactions between 
them ; you can go no further than that. 


Chairman. 


4895. I understand you to rely mainly for the 
suecess of your plan upon for bidding the publi- 
cation of the quotations of bargains before allot- 
ment; that is the main thing you rely upon, is it 
not ?— Yes, I do rely upon that. 

4896. Will you have the kindness to tel! me 
whether you would put any penalty upon persons 
who bought or sold before allotment ?—Yes, I 
would. ; 

4897. And what would it be; what would be 
the nature of the penalty ?— My own impression 
is, that if a man chooses to break the law in that 
respect and enter into a transaction to purchase a 
thing for 507; which he is told by the law he 
had uo right to purchase, I would make him pay 
the 50 1. 

4898. Youwouldmake him forfeit that amount? 
—Yes; if a man entered into a transaction to pur- 
chase 5,000/. contrary to the law, I would inake 
him liable for the 5,000 /., and so on. 

4899. You say that you would forbid the pub- 
lication in all the newspapers; would you go 
further, and forbid it to be placarded ?—I would 
forbid it to be circulated, just in the same way 
as the Betting Act prevents betting circulars 
being sent as well as betting advertisements being 
issued. 

4900. Would you permit its being stated 
verbally ?—I cannot go so far as that. 

4901. In old times there would have been 
the coffee-house, where it might be stated ?— 
There is a difference between the law of slander 
and libel; things said, are not so bad as things 
written. 

4902. After allotment; supposing allotment 
has taken place, and there is no settling day 
granted, and no official quotation, would you 
allow those dealings to be published ?— After the 
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thing has been really issued, and’ parties are 


bound to a contract, I have never been able to 
see my way ‘to any legislation dealing with those 
contracts at all. " 


Mr. Kirkman Hodgson. 


4903. I will put it in this'way; the Betting 
os prohibits advertisements, does it not ?— 

es. 

4904. But it does not prohibit a long article on 
sporting news, with a list of the betting, the 
prices of the horses, and so on ?—No. 

4905. Is not this very much an analogous case ; 
at present the unallotted stocks are not quoted 
in the official list, and not advertised, except as 
regards the prospectus, but there is an article 
which corresponds to the sporting news, namely, — 
the money market article, and in that they are 
quoted ?—There is a certain analogy between the 
case you put, and that to which we have been 
referring, but I think it is a very imperfect one. 
I thought of that very thing myself. 


Chairman. 


4906. Then in addition to these) two safeguards 
which I have mentioned, you would also have a 
registration ?— Yes. . 

4907. And the registration as I understand is 
only to consist of the dealings of the agent with 
the foreign government; is that so?—Yes. 

4908. Then you would strike out a good deal 
of this Bill?—I have already said, I believe, the 
commencement should be the registration of all 
the documents leading up to the loan of the par- 
ticulars of allotment, and the particuiars of the 
settlement of the account of the loan between the 
agent and the foreign government. I do not 
know how much of this Bill would be struck out 
by limiting it to that. 

4909. I will draw your attention to one thing 
in the Bill; it says, ** [f the agents mentioned in 
this Act shall wilfully omit to register their 
names and addresses as therein provided, or shall 
wilfully omit to register any proposal made by 
them to borrow money in England by public 
loans, or any contracts, agreements, accounts, or 
other documents relating thereto,” and so on, 
then the punishment is “such agents shall be 
held to be personally liable to perform all the 
terms, conditions, and stipulations set forth in 
such proposal, as if they were the principals 
therein named.” Would not that effectually 
prevent men of capital from ever undertaking to 
be agents of loans?—J think not; it is nothing 
more than analogous to that clause of the Act of 
1867, which makes it fraudulent for any director 
or officer wilfully to issue a prospectus which 
does not contain ali the particulars it ought to 
contain. The result of that, as we know, is that 
every director is liable for the whole of the sub- 
scribed capital of a company obtained by fraud. 

4910. This is much short of fraud, “ or any con- 
tracts, agreements, accounts, or other documents 
relating thereto ;” if there is a single account 
left out the penalties appear to be incurred ?—I 
must beg the Right honourable Chairman not to 
bind me to the ‘exact terms of this Bill; I do not 
say that you ought to make a man liable for the 
whole amount of the loan because a particular 
account was not filed. The spirit of the suggested, 
Bill is that these contracts, agreements, accounts, 
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Chairman—continued. 
&c., must, under sufficient penalties, be enforced. 
The extent of the penalty is a question entirely 
beyond my view; it is put upon paper merely as 


a suggestion. 


Mr. Walter. 


4911. I did not quite understand whether you 
thought that the original issue of bonds should 
be registered, or not ?—Certainly. 

4912. You attach importance to that ?—I do. 

4913. I believe the re-purchases of stock .of 
these loans by the government which contracts 
them, generally takes place before allotment, does 
it not ?—The contract of re-purchase before allot- 
ment would not probably be carried out until the 
settlement came. 

4914. The contract would be made before 
allotment, would it not ?— In most cases. 

4915. The registration of the bonds, I presume, 
in your opinion would afford some indication to 
the public of the extent to which the loan was 
bond fide taken up ?—Yes. 


Sir Charles Mills. 


4916. In regard to Clause 5 relating to 
“agents,” what is the object of the introduction 
of that word; is to make any foreign person, 


- bringing out a loan here, register a domicile 


here ?—Yes, 

4917. So that you may proceed against him ? 
—Yes. As to the point of the foreign govern- 
ment being allowed to sue, and yet not being 
liable to be sued here, my own suggestion would 
be that, I would not allow a foreign government 
to sue in its own name, but that they should do 
so by some registered person here who should re- 
present them; just in the same way as the old 
joint stock banks used to have to sue by a re- 
gistered officer ; and that that person representing 
the foreign government should in all cases be 
liable to be sued as representing that govern- 
ment. 


Sir Henry James. 


4918. How would you get execution against 
a foreign government ?—That is another thing. 


Chairman. 


4919. Would it not be fair to say that they 
should not be allowed to sue in this country 
unless they allowed us to sue them ?—I recollect 
the case, if I remember right, of Smith versus 
Weguelin, where a foreign government under 


- indebtedness had a cargo of guano in the port of 


London, and would not allow you even to attach 


that cargo. 


Mr. Watkin Williams. 


4920. Would you extend that remedy to suits 
against the British Government all over the 
world ?—I suppose whatever we propose to do as 


against foreign governments, we must submit to 


that elsewhere. 


4921. It is a question of international law ?— 
It is. 


Sir Henry James. 


4922. So far as the municipal law is concerned, 
you are aware that the Statute of Anne gives per- 


- sonal immunities to the representatives of govern- 
- ments, even down to almost menial servants ?— 


Yes. There was aconsiderable amountof laughter 
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Sir Henry James—continued. 
just now when I said that you might sue a regis- 
tered foreign officer, but you could not get execu- 
tion. Ido not think that is a reply to what I 


_suggested, for this reason : supposing you could al- 


ways get at theforeign government, technically, in 
our courts, through some personal representative, 
who would be bound to put in his answer, bound 
to appear to a suit in Chancery, and so on; 
supposing you got a decree against that foreign 
government in our courts for 500,0001., it is 
true you cannot get execution; but will any- 
body say that that decree would not be a very 
strong instrument in the hands of anybody else 
going to that foreign government, and saying, 
“ You were condemned in 500,0002., and as an 
honest government you are bound to do some- 
thing.” 

49223. You might attach the money of a govern- 
ment even in the initiation of your suit, or after 
your suit, if any money of that government 
passed through this country ?—Yes, under that 
state of the law. 


4924. It would give you perhaps not a sub- 
stantial remedy, but some chance of one ?—As 
matters stand at present, it is a positive fact at 
this very moment, with regard to every one of 
these defaulting governments who owe so much, 
that if they had 100,000 é. in the Bank of Eng- 
land to-morrow, as the proceeds of a new loan, 
you could not touch one penny of it. 


Mr. Ellice. 


4925. We have had a good deal of evidence 
here about the Honduras Loan; I want to know 
whether you think that the fact of the Honduras 
Loan being quoted on the Stock Exchange offi- 
cial list, influences its marketable value to some 
extent, in spite of the notorious default ?—It does 
not appear on the Stock Exchange before allot- 
ment; it appears in the daily papers before 
allotment. 


4926. I am speaking of the actual fact now, 
that under present circumstances daily, the 


Honduras stock is quoted in the official list of 


the Stock Exchange ; I want to know whether 
that fact; in your opinion, influences its market- 
able value with the public ?—Not the slightest, 
not at the present time; the public know too 
much about it; they have. learned all about 
it. 

4927. I see the quotations vary in the market 
from day to day ?—Very likely, because they 
are in fact, counters to play with. 

4928. Do you think that the official quotation 
on the list of the Stock Exchange, uf a default- 
ing stock, known to have no intrinsic value, is 
justifiable ?—I do not know how to answer that. 
People have been dealing in Mexicans for I do 


not know how many years, and they will go on - 
dealing with them to the end of time, and if they 


have not anything else to deal with, they will 
deal with pens. It is nothing more than a repre- 
sentation of an article, in which they may, bet 
one against another, perhaps for 2s. 6d. per 
cent. “I bet with you that the Mexican stock 
to-morrow morning will he 2s. 6d. per cent. 
more than it is”; that is all it means. : 
4929. In fact it comes within your category of 
“ynallotted stock”; dealings in stock before 
allotment ?—No, it is not allotted; it is allotted 
stock, which has become worthless. 
EE2 


4930. It 
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4930, It comes within the category of saving? 
—Yes. 


Mr. pean ene 
4931. You may recollect that within a few 


years there were men who dwelt in Poyais land 
bonds under the arcades of the Royal Exchange? | 


—Yes. “Mexican” is a mere name now; you 


might write down any other word, and it would 
represent just as much. 


Sir Charles Mills. 


4932. People seem to think there is ‘some 
chance that Mexico will pay ?—I should be sorry 
if you expected it, 
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Chairman, 


4934. You, I believe, are anxious to make 
some statement with regard to some of the evi- 
dence that has been taken on the subject of the 
Paraguayan Loan?—Yes. Jt is in consequence 
of a statement which is reported in the “ Daily 
Telegraph” to have been made by Mr. Charles 
Waring, on Thursday last. He is stated to have 
said this. The question is: ‘‘ Then your know- 
ledge is founded upon information you have 
gleaned from others?” And the answer is: “I 

read all the books on the subject. When the 
loan was proposed, I did not pretend to judge for 
myself whether it was desirable to offer the loan 
or not. I did not pretend to know enough my- 
self, and I inquired who were the most likely 
persons in the City of London to be acquainted, 
not only with the country of Paraguay, but with 
the probability of the success of the operations ; 
subsequently I introduced the matter to Messrs. 
‘Robinson and Fleming, who probably did a greater 
trade with Paraguay than any other merchants 
in the City of London; and I also consulted 
Mr. Greene of the Bank of England, who was 
Consul General at Paraguay, and who knew 
more about the country probably than any other 
person in the City of London.” Now it 1s quite 
a mistake that Mr. Waring ever consulted me at 
all, because I have never seen Mr. Waring, nor 
have I communicated with him. I do not know 
him to this hour; and I have never communi- 
cated with him, either directly or indirectly, upon 
the subject. But since writing to you, sir, I have 
had a note from Mr. Waring, in which he says 
that this is not a correct report. Of course, 


seing this report, I did not wish the inference . 


to be drawn that I had given information which 


Mr. ALBERT 


Mr. Watkin Williams. 


4938. Do you belong to any firm ?—Grant, 
Brothers & Co. is my firm. 

4939. You are great bankers, I believe ?—I 
will not accept the epithet “ great; ” but we are 
bankers. 

4940. We have learned that you were inte- 
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should induce him to become interested in that 


Mr. Greene. 


loan, I myself knowing nothing whatever of the 3 May 1875. 


country of Paraguay. I have never been in 
Paraguay; I have had no transactions whatever 
myself with that country; and though I was 
Consul General for some years, yet the communi- 
cations between that Government and myself were 
very few, I should think not exceeding half a 
dozen letters altogether; and therefore I have to 
state that this is incorrect on the part of the 
report of Mr. Waring’s evidence, which I have 
reason to believe now, from a note which I have 
received from him, is not what he really stated.” 

4935, That does not appear to be on the short- 
hand writer’s report (handing the same to the 
Witness, and directing his attention to No. 4444)? 
—It does not appear upon the notes which you 
have handed to me. 

4936. I presume that will satisfy you? — 
Quite. I merely wished to correct that state- 
ment; I did not wish such an inference to be 
drawn. 

4937. Is there anything else that you wish to 
state ?—I will make one observation. I men- 
tioned with regard to Mr. Fleming that I thought 
I had only seen him once before the loan was 
brought out; but I saw him twice, perhaps three 
times, on which he did mention to me (I cannot 
call it a consultation) that they were going to 
entertain this loan, and asked, did I know any- 
thing at all about it; and I said I knew nothing 
whatever of the country, and referred him to 
Mr. Blythe for further information. I had no 
information whatever to give myself with refer- 
ence to the financial condition of the country. I 
believe them to be an honest people and brave. 


GRANT, sworn. 


Mr. Watkin Williams—continued. 


rested in both the Paraguayan Loans of 1871 and 
1872?—I was. 
_ 4941. With regard to the 1871 Loan, you 
formed part of a syndicate with Messrs. Waring 
and Mr. Laing, I think ?—I did. 
4942, The agreement between you,as you 
EE3S+ . probably 
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Mr. Watkin Williams—continued. 


probably know, has been put in; that is correct, 
JT suppose ?—I have no doubt it is. 

4943. What was the share you had in that; I 
mean the proportion ?—I had 5,0007. out of the 


first profits, and then 25 per cent. of the balance, : 


equal to about 23 or 2? per cent. on the loan net, 
as far as I can make out. 

4944, That is a quarter of the whole?—A 
quarter of the profit. 

4945. The remainder being for the account of 
Waring and Laing ?— Waring Brothers were to 
have 55 per cent.; I was to have 25 per eent. 
after I had received 5,000/.; and 20 per cent. 
was to go to Mr. Laing. 

4946. Do you remember at the moment what 
the date of that agreement was ?—November 
1871; I think the 20th or 21st. 

4947. That was cotemporaneously with the 
bringing out of the loan ?—Just before the nego- 
tiations ; it might have been signed a day or two 
before it was brought out. 

4948. May I ask who introduced the business 
to you?—Messrs. Waring, the contractors. 

4949. Would you kindly explain what it was 
that you' were to do; what they wanted you to 
do ?—What they wanted me to do was to take a 
share of the risk or benefit of a contract which 
they, Messrs. Waring, had with the Government 
of Paraguay. 

4950. That was to bring out the loan, the 
price to the public being 80 per cent., and they 
being accountable to the Government at 64 per 
cent. ?—It was. 

4951. None of your names appeared before the 
public, neither yours, nor Warings’, nor Laing’s? 
—No, they did not. 

4952. The contractors before the public were 
Messrs Robinson & Fleming?—No; I do not 
think they held themselves forward as con- 
tractors. 

4953. That is so?—Do they in the prospectus. 

4954. Their names appear in the prospectus, 
“ Messrs. Robinson, Fleming & Co. are authio- 
rised by the Consul General in London to receive 
subscriptions for the above amount of 1,000,000 
8 per cent. sterling bonds;” you do not remember 
that?—I did not remember that it was in that 
form. 

4955. So that Messrs. Robinson & Fleming 
appear before the public as contractors offering 
the loan to the public; but Waring and yourself 
and Laing were the parties really bringing it out, 
taking the responsibility of it and the profit; is 
that so?—That is fairly correct. Yes, I think 


_ that 1s about the substance of it. 


4956. Subject to some commissions which 
Messrs. Robinson and’ Fleming would take for 


their share, that is substantially correct ?—Yes. . 


4957. The profit between the 64/. per cent. 
and the 80/., per cent. or any higher premium at 
which the loan might be bought, would be for the 
account of’ the syndicate of which you formed a 
part ?—It would. 

4958. You brought it cut, and fortunately the 
shares were sold at a considerable premium ?—It 
was brought out. 

4959. And what did you in fact do ?—In fact 
I bought a portion of the stock on the Stock 
Exchange ; bought back a portion I mean. 

4960. What do you mean by buying back ; 
perhaps you will explain that?— Bought a 
certain amount of the stock on the Stock Ex- 
change. 
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Mr. Watkin Williams—continued. 

4961. You used the expression “ bought back.” 
Was that after the public had subscribed for the 
full amount?—No; during the process of the 
subscription. : 


4962. Before allotment, of course ?—Before — 
(SS 


allotment. 

4963. While, as you say, the process was going 
on of the loan being offered to the public, and 
the public subscribing, your operations com- 
menced ?—They did. 


/ 4964. Would you kindly explain what is the © | 
effect of those operations ?—The effect of pur- | 


chasing stock. It prevents the depreciation of 
the loan and its going to a discount, which would 
annihilate the loan during the short time for 
which the lists are opened, namely, two or three 
days. 

1985. I suppose it has a tendency, then, to 
bring it to a premium ?—A premium is generally 
quoted on the Stock Exchange by the dealers on 
the Stock Exchange, and that maintains that 
premium which probably else would be charged 
to a discount. 

4966. And that is the risk of the speculation — 
which you embarked in in the syndicate ?—One 
of them, not by any means the whole, because 
there might have been nothing written for, and | 
then all the expenses incidental to issuing would 
have been borne by the syndicate had the loan 
been a fiasco. 

4967. The effect of your buying back in this - 
way is to prevent its being depreciated, and, if 
successful, keeps. the price up in the market and 
has a tendency to. make it go up ?—Unquestion- 
ably, it stands to common sense that buying the 
stock prevents its being depreciated ; it docs not 
necessarily follow that it sends it up, because the: 
fact of the stock being offered by speculators or 
holders would depreciate the stock if it were not 
counteracted by persons being willing to pur- 
chase. 

4968. But if your operations are successful, as 
you hope they will be, it does bring the price up 


to a premium ?—I cannot say it brmgs it up, be- | 


cause the price is made and maintained by the 
dealers on the Stock Exchange, not sent up. 

4969. The more successful your operations are 
the higher the stock reaches ?—That depends en- 
tirely upon the nature of the purchase. If any- 
one were willing to buy the whole loan up at any 
price he would send it up to any price he liked; 
but the object of the syndicate was not to buy, 
but to sell the loan by the'issue of the loan. 


4970. Was it not your primary object to keep” | 
up the price of that'loan ?—No, that was entirely _ 
a secondary object; the primary object was to — 


place the loan, in other words, to sell the stock. 
4971. At as high a price as you could get for” 

it?—No, only at the price of issue: 

adhere to the statement that the buying was a 


secondary, not a primary, operation. The primary | 
operation is to place the stock atthe par price of 
issue, and I do not think that any loanmongers 


desire to buy stock in the market hoping to carry 
it to a higher, price. 


\ 


I musty) 


4972. You mean that you do not buy witha — 


view thereafter of selling at a profit ?—No, that 
is not the object. 


4973. Can you state what amounts of thisloan) — 


you did purchase between the 21st.of November 


and, say, the 1st or the 2nd. of December ?—L 
ae 


think about 300,0007. my firm purchased. a 
4974, Between those two dates ?—I think so ; 
ie I will 
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Twill not tie myself to a day, but on the first 
issue of the loan. ; 

| 4975. On the 8th of December was the. settling 
‘day ?—If you say it is. I have no doubt that is 
correct. 

4976. Can you inform the Committee what 
“quantity of stock you purchased between those 
‘¢wo dates, between December the 2nd and De- 
-eember the 8th?—What is there on the 2nd? 
4977. On the 2nd there is a certificate of 

Messrs. Robinson & Fleming, informing the Stock 
| Exchange Committee that the loan had been fully 
‘subscribed and allotted ?— My own impression is 
that we rather sold than bought. 
| 4978. Between the 2nd and the 8th?—Be- 


/¢ween the 2nd and the 8th, I think, we rather 


sold some. 
4979. Have you not been into the dates of 


these various operations ?—No; I read the evi- 
dence given by Messrs. Fleming and Waring, 


and J thought the Committee was so fully in- 
formed of all the details, that I merely took these 


"memoranda now before me as an aid to memory 


upon the leading points. 
4980. You have no means of informing us now 


of the quantities bought, and the dates at which 
they were bought ?—No, I have not at this 


moment. 


4981. Did the syndicate concinue to sell up to 


. April 1872 ?—I think that was the date when 
they sold the remaining portion they had’ pur- 


chased, and therefore I presume it was so. 
4982. At that time I think the stock had gone 


up to a premium of 17} ?—That I will take from 


| 
ihe 


you. 

4983. A premium of 173 over the issue price ? 
—J will take your figures. 

4984. Can you tell us what was the total 

amount realised by the syndicate in these opera- 
tions ?—I cannot from memory ; I know what 
my own share was about. 

4985. I suppose if we add up all the shares 
we shall get at it?—I would rather you should 
do that. 

4986. Will you state your share, if you have 
no objection ?—I have not got it exact; I think 
it was about 28,000 7. upon the first loan in round 


_ figures. 


4987. Does that include the 5,000/. which 
you were to have ?—Yes, I think so; but I do 
not want to be held to a thousand pounds more 
or less; that is merely a rough guess. 

4988. Something under 30,000 J. ?—Yes, that 


is my impression. 


4989. What was that 5,0007. for, that first 


_ charge upon the profits of the operation ?—I heard 


} 


that question asked of Mr. Waring, and I think 
he gave a simple explanation of it. 

4990. A question of bargain he said it was ?— 
Absolutely a question of bargain. I wanted a 
larger share in the operation than Messrs. Waring 
were willing to surrender, and eventually they 
said, “ You shall have the first 5,000 /. and 
retain the 25 per cent.,” the proportion which 
was then being fixed. 

4991. You wanted to have a larger share than 
the 25 per cent. ?— Yes. ; 

4992. And in preference to giving you that, 
they offered you the first 5,000/. ?—Yes. 

4993. Then do I understand that that 28,000 /. 
that you give us as the figure, was the total 
amount of the profits that you received out of 


this loan altogether ?—I think that was about the 
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Mr. ‘Grant. 


figure, but I shall be happy to furnish the exact 3 May. 187 5 


figure. 

4994. Assuming it to be 28,000 7. or 30,000 /., 
did you mean that that was the whole you got 
out of it ?—I do mean that. 

4995. Representing your 25 per cent. with 
5,000 7. added ?—Precisely. 

4996. This, as I understand, is your share of 
the difference between the 64 per cent., and the 
80, so far as it was realised, and also your share 
of the profits obtained by the operation of the 
syndicate; it comprises both? — Absolutely ; 
only I want to correct a point there. You allude 
to 64 and 80 as if the profit had been 16 per 
cent. 

4997. To the extent to which it was obtained, 
T meant ?—Obtained net; I mean less the com- 
missions to be paid to the Intermédiaires, and so 
forth. 

4998. I did not mean to imply that the whole 
loan was absolutely sold at 80, in which case the 
profit would be of course the difference between 
64 and 80; but it was sold at various prices, 
fluctuating from time to time ?—Yes, I did not 
mean that alone; I meant to say that out of the 
difference between 64 and 80, Messrs. Waring 
when they rendered us an account, deducted 
certain sims, commissions, and expenses to be 
paid to agents who had introduced the loan to 
them. 

4999. As for example the commission to 
Robinson & Fleming for issuing the loan?—Yes; 
but not only that; that is one ; the others were 
agents who introduced the loan to Messrs. 
Waring. 

5000. And I suppose the expenses of adver- 
tising, and other incidental expenses ?—Yes. 

5001. But as I understand you, the entire 
amount of profit of all sorts of all these different 
kinds that you obtained through the instrumen- 
tality of the syndicate is this figure, which you 
say is about 28,000/.2—Take the round figure, 
about 30,000 JZ. 


J 5002. Then your share being represented by 


25 per cent., may | take it that the total profit of 
the syndicate altogether would be something 


about 100,0007., or more than 100,000 l, ?— 
Rather over 100,000 Z., I should think. 


5003. The 5,0007. is to come off before you 
multiply it by four?—The 5,000/. was part of 
the gross total. 


5004. Therefore, you take off the 5,000 Z. first; 


you multiply it by four, and then you add 


5,000 2.; that will give you the exact figure ?— 
Yes. 

5005. I do not know whether you have any- 
thing further to explain, or inform the Com- 
mittee of, respecting the 1871 loan ?—Not any- 
thing. 

5006. You were also engaged in the 1872 
loan ?—I was. 

6007. May I take it, that substantially, not as 
a matter of figures, but substantially the same 
operations were at any rate initiated im reference 
to the loan of 1872 ?—Yes. 

5008. I believe they were prematurely cut off 
by the Honduras Loan ?—By the discredit in 
which South American loans were for the mo- 
ment. 

5009. So that that did not come to the same 
fortunate conclusion that the 1871 loan did ?— 
It did not; it left a loss instead of a profit. 

EE4 Ae ® Mr. 
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/~ 5010. When did this system of syndicates first 
come into operation in this country ?—I should 
say that in some form as a mode of agreement it 
has existed more or less as long as loans have 
been introduced into this country, but under the 
term of syndicate I should think from 15 to 20 
vears. 

5011. In the case of a loan for an important 
State, like Russia or France, is a syndicate found 
necessary to transact business between the bor- 
rowing and the lending country ?—With ° refer- 
ence to France, unquestionably there have been 
syndicates in nearly every loan they have brought 
out. 

5012. Formed in the English market, do you 
mean ?—There has been only one loan absolutely 
brought out here, the others have been brought 
out at the same time in every European capital. 
With regard to the one brought out here during 
the French and German war, I do not know it of 
my own knowledge, but I am certain I am right 


in saying that there was a.syndicate for that 


loan. 

5013. Do you know whether there has been 
any syndicate in the case of a Russian loan of late 
years ‘—Russian finance is entirely unknown to 
me, and therefore “I am not able to say. I should 
say myself that that is a thing which no one but 
the actual agents who brought out the loan, and 
the borrowing Government, can possibly tell. I 
think that there have been Russian loans, where 
there have been syndicates formed by the issuers 
in Amsterdam and other places; but I have no 
authority to speak on the subject. 

5014. Will you explain to the Committee pre- 
cisely what is your idea of the nature and object 
of a syndicate ?—The nature and object of a syn- 
dicate as I understand it is this: that any opera- 
tion that is too large, either from the amount 
involved, or the risk involved for any one firm, 
rather than not be taken at all, should be sub- 
divided by other firms in certain proportions, 
according to their means and importance. That 
is the primary object, to divide the risks of the 
operation, or to furnish guarantees to a Govern- 
ment for a certain portion of the loan being taken 
firm, as it is called, where any one individual 
firm would not be satisfactory to the Govern- 
ment, or not willing to take so large a risk them- 
selves; therefore, they call in their friends and 
associates to join them in that operation. 

5015. Are the public, the investors out of 
doors, ever made acquainted with the existence 
of a syndicate; are they made acquainted with 
the fact that between themselves and the borrow- 
ing government there exists a body of this kind? 
—The private subscribers are not, never that I 
have heard of. 

5016. Will you tell me whether in the case of 
these South American loans generally, and 
whether in the case of the Paraguay Loan in 
particular, the negociation for the loan originated 
with the borrowing State, or with people in this 
country ?—You ee me two questions in one; 
allow me to divide them. In South American 
loans generally I am not able tosay; but I think, 
generally, the South American States have sent 
commissioners here to negociate a loan, and they 
have not, therefore, been initiated in this 
country. 

5017. What I want to know i is this; we are 
all familiar with the fact that in the case of 
private individuals there exist in the City benevo- 
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lent people who, without being applied to, tender 
their services for a loan of money to people whom > 
they suppose to be in need; I want to know | 
whether anything of that kind took place in the 
case of-the Paraguay Loan; whether overtures — 
were made from this country by any parties 
whatever to the Paraguay Government, to say 
that they thonght a loan could be placed on the 
English market ?—That I cannot tell you, be- 
cause it was brought to me already cut and 
dried. » 

5018. You are not cognisant of any transaarp 
tion of that kind ?—I am not. 

5019. If the knowledge of the fact were pos- 
sessed by the public, that when a loan was issued, 
say at the price of 80, there was a secret under-. 
standing between the borrowing State and the 
loanmongers, as you call them, that only 64 per 
cent. was to be paid, would “not that fact being 
known materially affect. the judgment of the 
public as to whether or not such a loan was de- 
sirable to take a share in ?—That would depend 
entirely upon the temperament of the man having 
money to invest, and the view that he would take 
of it. I do not think all persons would think 
alike on that subject. ~ 

5020. Do you think that it would make no 
difterence to the public if they knew that a State 
which advertised a loan of a million at 80 had 
made a secret arrangement by which it was only — 
to receive 64 ?—I think it isa question of degree; 
I think they must know that the government do 
not get the whole proceeds of the loan, and in my 
impression they do know it full well. As to the 
question whether the margin between 64 and 80. 
is larger than usual, and therefore would operate 
on the public mind, I am not able to say. 

5021. What means have the public, in your 
opinion, of knowing the real character of a tran-. 
saction of this kind?—Not the slightest; they 
only know what price they are asked to pay and 
the securities that are tendered. 

5022. They do not know the actual sum the 
government receive ?—No. 

5023. They were not aware in this case that 
when the government asked for 800,000 /. they 
were only intended to receive 640, 0002, ?—No, 
they did not know that. 

5024. If they did would it not materially affect 
their judgment in coming to an opinion on the 
merits of such a loan?—I repeat that I think itis 
very much a question of the view and the tempera-_ 
ment of the person; one man will look simply at_ 
what is the price and what is the security, and — 
will not bother his head about what the govern-_ 
ment get; another man may say, “I think these 
people are getting a large slice of it; I will not 
touch it.” That is a question of individual view 
which I am not able to gauge. 

5025. I will put what might occur in a case 
somewhat parallel; suppose any person in this 
country wished to borrow a quarter of a million 
on his estate for the purpose of making improve- 
ments, and went to an insurance office for the 
purpose of borrowing the money, and it turned 
out afterwards that there had been a secret un- 
derstanding between the borrower and the agent 
whom he had employed to go to the insurance — 
office, that he was to recelve 50,000 J. out of the 
transaction, would not that, in case of anything — 
going wrong afterwards in the fortunes of that 
estate, very ; materially affect the opinions of the — 
insurance company, and possibly of the public, 


Mr. Wailter—continued. 


‘as to the character of that transaction ?—I think 
it would not affect the security in the eyes of the 
insurance office, but I think it would affect the 
“character of a person borrowing; tliey would 
_ write him down a fool if he paid 50,000 7. to his 
_ agent if he had a security to give. My impres- 
' sion is that if the imsurance company knew that 
"on good security they could lend 250,000 4, and 
_.they knew at the time that the man borrowing 
was paying 50,000 J, it would give them this 
impression, “ Well, this man must be either a 
| yery improvident person or a great ass;” and 
then the insurance office would say, “ Well, we 
must look doubly to our security, to see that 
it is all right,” but otherwise I do not think it 
would. have any effect if the security tendered 
was really ample. 

5026. Do you consider that the prospectus 
issued by the Paraquay Government afforded the 
public proper means of judging of the value of 
their security ?—If the statement of the Govern- 

“ment is true, I think it afforded every possible 
'means they could give. 
‘5027. Do you think that the statement of the 
“Government is true ?—I do not know why I 
should rot. I certainly was of opinion at the 
time I saw it that it was true, or otherwise I 
should not have touched the loan, of course. 


. 
| 
V 
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| Chairman. 

5028. Supposing that a law was passed to 
make all transactions of syndicates public as soon 

as they were made, what would be the effect of 
| it upon the syndicates 2—My impression is, that 
| $f such ‘a law were passed, it would drive all the 
| money transactions involved in public loans to 
other countries. 

5029. It would put anend to syndicates in this 
country ?—It would put an end to syndicates, 
because it would put an end io loans requiring 
| them. 

"5030. But it would have the effect of putting 

| an end to syndicates; no one would make a 

syndicate, would they, if it was to be made public 

immediately ?—I think not. 

5031. It would be equivalent to saying, would 
it not, “ We are selling to the public at one 
- price, and to four or five other persons at 
_ another price at the same time”?—I do not think 
that that is exactly the reason. I think that 

private firms going into a syndicate look on 

it as a private transaction incidental to their 

business, and if you advertised it from the house 

top the chances are that.a number of them 
would not gointoit. 

5032. Do you think that people would give 
80 when they knew that other people could get 
it for 60 ?—That is another question. I do not 
think it would have any material effect upon the 
__ private subscribers, but it would drive the busi- 
ness to other states. 

5033. You really think, do you, that people 
~ would be found who would subscribe to a loan at 
~ 801. when they know that four or five gentlemen 
were at liberty to have as much as they liked at 

601. ?—I think the subscriber would look at what 

his security was, and what he was asked to pay. 

He would look at the price and the return, and 

also, of course, at the general circumstances sur- 

rounding it, so far as his security was concerned, 

and J think that 99 out of 100 would never 
dream, even if they had the opportunity, of going 
to read the syndicate arrangements; If think they 
1s Oe judge upon the prospectus per se. 
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5034. Let me put a familiar illustration: sup- 
posing I go into a shop, and I am aware that the 
shopkeeper has two weights or two measures, do 
you.think I should buy of him at the higher 
weight or measure, or at the lower?—I do not 
see the analogy; if you know that he wanted 
such and such a profit, and you wanted a hat, 
would you care what profit he got, if the hat 
suited you, and you thought the price reasonable. 
There is a profit for the person who acts between 
the manufacturer and the retail consumer in all 
cases, and that is the case, at least very much so, 
in this business also. 

5035. Is there not a difference in this respect, 
that in the wholesale trade the thing is pubiic, 
and this is kept studiously private ?—No, be- 
tween the wholesale and retail dealer the thing is 
private. 

5036. If a shopman goes to a wholesale dealer 
there is no secret as to the price at which the 
wholesale man can supply his goods, is there; 
does the wholesale dealer conceal the price at 
which he sells to the retail dealer ?—Certainly 
he does, absolutely. 

5037. The wholesale prices of goods are un- 
known except to whom?—Except to the go- 
between, who acts between the private consumer 
and the wholesale man. 


Sir Henry James. 


5038. As to the’ hat analogy, in the first place 
people must have a hat?—Well, some of them 
might wear caps. 

5039. If you were looking to the durability of 
the hat it would form some element in the ques- 
tion with you if you thought the person you 
were dealing with had paid 5s. or 10s., if you 
were giving him a pound %—No, I should judge 
of the reputation of the man selling it to me; I 
should believe he was selling a good article, 
because of his name. 

5040. His having given 10s. or 5s. would not 
make any difference to you if he were charging 
you a pound; is that so ?—That is rather strong, 
iving 5s. and charging me a pound. 

5041. Not speaking as to the fact of your pur- 
chasing the hat, but looking to the durability of 
what you were buying, would it not be some 
evidence to you to know what the dealer had 
given for it No, a man might charge me an 
excessive profit without impairing the quality of 
the hat. 

5042. Surely what a thing costs is some evi- 
dence of what it is?—Some, certainly. 

5043. As to a known article of trade surely 
what it costs, where there is competition im that 
trade, is some evidence of its quality ?—I am 
bound to say that it is some; but I cannot follow 
you to the degree in which you put it. 


Mr. Kirkman Hodgson. 


5044. I should like to ask you what is your 
opinion about the declaration, which is made by the 
issuers of the loan, that the whole loan has been 
allotted, when three-fourths of it have been 
bought back »by the issuers, or by parties who 
are the same as the issuers?—Do you mean my 
opinion of the certificate ? . 

5045. Your opinion of the certificate, and what 
effect it has upon the public generally ?— With 
regard to my opinion of the certificate I have no 
opinion beyond this; that itis a requisition of the 
Stock Exchange which is given pro forma, and 
if true, I do not see anything extraordinary in 

Pr a ae 


S 


Mr. Grant. 
3 May 1875. 


Mr. Grant. 
3 May 1875. 


A 


Mr. Kirkman Hodqson—continued. 


it; I do not see any effect upon the public; the 
public never see it; it is given to the Stock 
Exchange and by them acted upon, and there is 
an end of it. 

5046. But they show the effect of it in a quot- 
ation ?—Any one who knows the customs of the 
Stock Exchange knows that if a loan is granted 
a quotation the requirements of the Stock Ex- 
change have been complied with. . 

5047. But I ask your opinion as to the require- 
ments of the Stock Exchange, whether it can be 
said that a loan is fully and unconditionally al- 
lotted when it has been bought back to the extent 
of three-fourths, as- was the second Paraguay 
Loan, by a syndicate connected with the con- 
tractors for the loan?—Primd facie it seems a 
very proper question to put; but give me a mo- 
meni’s patience while I attempt to show you why 
the conclusion which you seem to point out is 
not altogether correct. You seem to imply that 
because three-fourths of the loan has been bought 


“back prior to the Stock Exchange granting a 


quotation, therefore the contractor is not in a po- 
sition legally truly to declare that the whole of it 
has been subscribed and allotted unconditionally. 
I will put it to you that it may be perfectly true, 
and yet afterwards turn out to be an apparent 
anomaly, or even incorrect. There.was a loan 
called the Italian State Domain loan offered to 
the public, of some six or eight millions, I think, 
and in this country two or three millions were 
offered. At that time there was a strong (to:use 
a Stock Exchange term) bear operation, a great 
deal of stock sold by persons on the Stock Ex- 
change, and the persons interested in the loan (of 
which I was not one, by the way) bought back 
certainly two-thirds, and I am not sure whether 
they did not buy three-fourths of it back. The 
loan was absolutely covered, and more than abso- 
lutely covered, that is, more than applied for. 
Before they made the allotment they began to 
consider their position, and they saw that they 
had bought back nearly the whole of the loan; 
and some timid member's of that syndicate though 
“the loan is a failure, ought we to go to an allot- 
ment?” They looked down the list of applica- 
tions, and they found Mr. A., Mr. B., and so 
forth, very respectable men. They said, “ It is 
very extraordinary, there certainly is an amount 
of the loan applied for by bond fide people; some 
of these sales must have been sales by people who 
have no stock to sell;” and accordingly I believe 
they proceeded to allotment, having come to the 
conclusion that there was always time enough to 
cancel the loan if necessary. However, they went 
to an allotment, and applied for a quotation, and 
gave the certificate which you now are quoting. 
The Stock Exchange upon that gave the quota- 
tion and a settling day, and within 24 hours 
after granting that, the whole of the sales that had 
been made had been re-purchased, and every 


_ shilling of that’ loan was allotted to and retained 


by bond fide subseribers; thereby proving that 


that was a perfectly true certificate, notwith- 


standing the fact that interested parties had 
bought back three-fourths of that loan. 
5048. We will not go to the Italian Loan, 
because we have a much better example in the 
Paraguay Loan, the one that is before us. In 
that case the public applied for 562,0007. out of 
the 2,000,0007. of the loan, I mean. those who 


meant to hold it; the people who applied for the | 
rest applied for the purpose of supplying the 
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purchases which had been made by the syndica 
and when the allotment was finished the publi 
held 562,000/. and the syndicate acting for, the 
Government, with the Government guarantee 
bebind them, held 1,350,0001, or someting of 
that kind. Now that is a ease which I should 
like to have your opinion upon. Did the decla— 
ration there, that the whole had been allotted 
unconditionally, give ‘the public the idea that 
three-fourths of it was still in the hands of the: 
Government, and would be put upon the market 
in order to place it; and if so, was that a fair. 
account of the Paraguay Loan?—-The honour- 
able Member has stated that the public took 
562,000 2. of stock, and somebody else took some 
other quantity. Now I -know nothing of that. 
First of all I never: gave the certificate; but 
what I have always understood is, that 3,000,000 7. 
were applied for by the publie, and the 2,000,000 7. 
entirely allotted unconditionally ; consequently I 
answer the question by saying that I think the 
certificate perfectly accurate and perfectly true, 
and perfectly. according to the facts befoxe the 


~ contractors at the time they gave such certifi- 


cate, : ay 
Mr. Watkin Williams. . 

5049. I have the figures here; assuming a 
loan of 2,000,000/.; assuming nominal applica- 
tions (you do not know whether they are real or 
not), for the whole loan; assuming that by an 
agreement between the contractors and the 
Government, the contractors are entitled to buy / 
back, and do buy back, 1,500,0004 of that loan 
on account of the Government, and the subscrip- 
tions on the part of the public remain only as_ 
halfa million ?—After all the settlements granted, 
do you mean ? Hig 

5050. First of all assume nominal applications 
for the whole >— What do you mean by the word — 
“nominal” ? 

5051. We do not know whether they are real 
or not; we will say applications made for the 
whole amount, but a private agreement between 
the contractors and the Government; assume 
that the contractors had a right to buy back on 
behalf of the Government a million and a half on 
account of the Government; then assuming that. 
they do that, and consequently there remains in 
the hands of the public on their subscriptions 
only half a million? —I cannot assume that, 
because you want me to know before hand what 
occurs afterwards. I might say that ihe hypo- 
thesis is impossible; but I know that nothing 
that you would put isimpossible. = = 

5052. You can assume the hypothesis to be — 
true for the moment; the question put to you is, 
do you think that under those circumstance as 


‘a certificate to the Stock Exchange; stating that 


the whole loan has been applied for and un- 
conditionally allotted, is a deceptive statement, 


or not ?—I say not; I say it is perfect truth in 


every sense of the word. Sl 
Mr. Kirkman Hodgson. BY 
5053. And you think the question of three-_ 
fourths of the loan having been bought back by — 
the issuers of the loan does in no way affect the 
issue of that loan, as regards the public ?—Not 
the least, because not one i ‘that might — 
have come into their hands. If I could have 
known that 1,500,000 7. would be in the hands of 
the Government after the settlement, then there 
might be a question whether the ceitificate was — 


week j 


a 
an 
i 


“Mr. Kirkman Hodgsor—continued. 

ht; but as I could not know, and as it might 
ave turned out that not one shilling came back 
(6 them, notwithstanding that 1,500,000 7. had 
been previously bought, I say that certificate is 
eorrect ; and, as to the fact, the whole was applied 
for bond fide by people totally unconnected with 
the loan, and who paid their deposits and had the 
stock allotted to them. 


Mr. Watkin Williams. 


 §054. Then the mischief really is in the exist- 
nee of that secret agreement, which makes it 
possible that the contractors may, unknown to 
the public, produce that consequence ?—I cannot 
‘say that I see anything very serious in that; the 
‘country merely owes a little less than it would 
have done. 
Mr. Kirkman Hodgson. 


6055. Supposing that the loan is raised for the 
_ purpose of carrying out certain public works; if 
' you only raise one quarter of what is necessary 
: ‘for carrying out those works, the country is 
surely in a worse position?—I grant you that 
_ they would not be able to go ahead so fast. 

© 5056. An unfinished railway is not a good 
_ security, is it ?—No doubt of that. 

6057. Therefore is it not essential for a Govern- 
_ ment which borrows money in order to make a 
~ railway, to borrow sufficient to make it, because 
nothing can come from that railway till it is com- 
_ pleted?—No doubt it is very desirable that they 
should have enough money to complete it. 


realising that particular security, certainly it is. 
Mr. Watkin Williams. 


5059. In the case of State loans, does not the 
» yalue and the quality of the article put before the 
public depend upon the means and the credit of 
the borrowing Government; I am going back to 
\ the analogy about the hat; does not part of the 
value and the quality of the article depend upon 
' the means and credit of the Government ?—If I 
_ gather rightly your question it is this, apart 
_ from any security given. ‘ 

6060. You cannot carry the analogy of the hat 
4 “out, but we will drop that. Now, when you buy 


q 


a bond, is not part of the value of that bond with 
all its future incidence dependent upon the means 
and eredit of the borrowing Government ?—Ab- 
solutely, of course; certainly. 

‘5061. Does not the fact that the borrowing 


Be eovernment is secretly paying high premiums to 


eee 


Ss 


aining the sale of these bonds, materially affect 
the credit of the borrowing Government ?—I 
_ should be disingenuous indeed if I did not answer 
that it did. The more they pay the less credit, 
“eee on the face of it, they apparently have 
got. 2 : 
~~ 5062. Does not) this consequence logically fol- 
— low from those two ; that the extent to which the 
_ borrowing Government are paying the premiums, 
largeness of the premiums has a direct bear- 
upon the value of the bond ?—I have an- 
-swered the Chairman and Mr. Walter upon that 
question; I say that if you ask me as (I may 
an expert, of course it would influence me 
yond all question; a State which has to pay a 
argin of 16 per cent. for contingencies cannot 
as gocd a position as the Russian Govern- 
vhich pays 1 or 2 per cent., or whatever 
: it stands to reason; in the one case 


a 
if 


Sarthe 
Re te, 
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5058. Absolutely necessary, is it not?—For. 


) the agents who are negotiating the loan, and ob- 
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Mr. Watkin Williams—continued. 


there is great competition to get the loan, and in 
the other a limited market; therefore, it assuredly 
does, primd facie, appear to anyone as evidence 


of less trustworthiness in the case of a State pay-. 


ing a large premium in commission, than in the 
case of a State paying a small one. 
5063. it directly affects the value of the article? 


—That I do not know; the value wholesale it 


may, but I do not think the value retail. 

5064. Just as much as if you knew there was 
bad material put into the hat?—No; I cannot 
go into the question of material, because the 
pledged securities remain intact. 

5065. Bear in mind what you have already 
told me of the importance of the credit of the 
borrowing Government in its effect on the value 
of the article; does not the fact that the Govern- 
ment are paying heavily to the agent bringing 
out the loan tell on the value of the article, just 
as much as if you knew there was rotten silk put 
into the hat?—-To an expert it would unques- 
tionably ; but if you ask me with regard to the 
general public (and I suppose the pith of your 
question is to that), whether such a contract 
ought to. be made public: first, I say it is im- 
practicable to do it; but setting that aside, I 
think, even if you did do so, except through the 
means of anyone inimical to the loan, or wishing 
to go out of their way to give publicity to the 
fact that a large margin means an insecure bor- 
rower, I do not think the miscellaneous public 
would be guided by anything but the three points 
in the prospectus before them; first, what return 
do I get; next, what have I got to pay for the 
loan; and, thirdly, what security have 1? Ido 
not think one of the public would bother himself, 
within certain limits, whether the contractor 
got 5, 10, or 15 per cent. It is a question of 
degree. 

Sir Charles Fussell. 

~ 5066. Quite agreeing, as I do, with you, that 
the reputation of a firm would influence buyers, 
do you not therefore think it as well that the 
public should be aware who are really selling the 
shares they have to buy in these companies ?—I 
do not quite understand the purpose of the 
question. 

5067. Take the very loan which we are upon. 
I understand that a syndicate was formed and 
that certain persons, very well known indeed, 
were implicated in that syndicate ; would it not 
be desirable that the public should know who are 
really the vendors of these securities ?—The 
Government are supposed to be the vendors. If 
you mean to ask whether it is desirable to know 
who the intermédiaires or the syndicate are, I 
do not aitach much importance to that myself, I 
confess. 


5068. Now do you think it right that secret “~ 


agreements should exist between a foreign State 
borrowing and the contractors and others, giving 
them both power and time to operate upon the 
market ?— That is a large question, and one which 
involyes going into the whole mode of issuing the 
loan. You must remember that a loan is gene- 
rally offered for at the most three or four days, 
a week certainly is the outside; during that time 
everybody is supposed to be aware of the re- 
sources of the country, of the security offered, 
and so forth; and in the case of a new State, such 
as Paraguay, that is not possible; consequently 
you do really require more time to place it ; and 
I will illustrate that by the first Paraguay loan, 
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Sir Charles Russell—continued. 


where the public took up some 600,000 7. out of a 
million; during the next two or three months 
they paid a considerably higher price for it, 
because they had become acquainted with the 
security of the country; and therefore I do not 
think it would do to make a hard and fast line, 
saying that immediately a loan had been issued 
you should have no further transactions with the 
Government. I do vot know with a Russian loan 
what they do, but I have a shrewd suspicion that 
the whole is not placed on the day the loan is 
issued. I know in other loans, as the public come 
for it, they sell it; I do not see anything wrong 
in that; but if you were to have an agreement 
that terminates with the first issue, all that would 
be impossible. You ask whether it should be 
secret ? 

5069. That is my point; whether it should be 


known to the public; whether it should be part . 


of the contract, or whether it should be secret ?— 
My answer is that these things always have been 
secret, and I suppose where people lend money 
and borrow money they will have secrecy. I do 
not see howit is possible that it should be other- 
wise. If you were to have everything done 
under a glass case, my impression is that you 
would lose all these things from this country, 
though I have no great experience in foreign 
loans. 

5070. As far as your experience does go, do 
you consider it usual that these secret agree- 
ments should exist?—Yes; certainly I never 
knew an agreement between a contractor or a 
syndicate and the Government made public. I 
can answer that categorically. 


Sir Henry James. 

5071. Is there any objection to making it pub- 
lie ?—I cannot see why there should be, but I 
know there will be. _ It is something like telling 
a lady’s age. 

5072. If you were going to marry her, you 
would like to know her age ?—I should; but I 
would not proclaim it if she were a little old. 

5073. She would not, but you would like to 
know it ?—Yes. 

=~ Mr. Bourke. 


5074. Following up the suggestion of the 
honourable Member for Berkshire, I want to ask 
you one or two questions about syndicates; 
syndicates are combinations of gentlemen made 
for the purpose of placing the loan, I think you 
said, and primarily with the object of taking a 
portion of the loan firm, as it is called, in the first 
instance; is that the case?—The objects of 
syndicates vary very much. I said that their 
primary object was to take in hand a financial 
operation, too large for any one individual member 
or firm. The primary object is not, therefore, to 
take a portion firm, but ta enter into an opera- 
tion, whatever it may be, of a large amount. 

5075. With regard to other loans, what we 
will call first-class loans, or loans that are not 
first-class, but creditable loans, are ever combi- 
nations made privately that are not called syndi- 
cates, but which have the same objects as syndi- 
cates?—I only attach importance to the term 
syndicate because it has become generic. For 
instance, this combination of Messrs. Waring and 
ourselves, I do not call a syndicate simply a 
combination, in which we each risk a certain 
amount. Therefore there are some combinations 
not in the strict sense of the word a syndicate. 
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Mr. Bourke—continued. 
~ 5076. But supposing a contractor for a first™ 


class loan chooses to go and ask some of his— 


friends to take a portion of the loan firm, as we 
call it here, would you call that a syndicate ?— 
I never knew a case of that kind as you put it, 
because that is not the natural operation. A 
contractor of a first-class or a second-class loan, 
as you term it, having made his contract with the 
Government, he has got a contract. There are 


two sorts of loans; one is a loan to which the ~ 


contractor merely lends his name and influence, 
and knowledge of the market to place the loan 
pure and simple for a great State; for that, he 
wants no syndicate or combination, for then his 
liability is not anything. The second case is 
where a great State says, “ You shall issue this 
loan for us, but you shall guarantee that not less 
than a certain amount shall be absolutely placed 
in such and such a market,” and the loan con- 
tractor does not as a rule take that risk upon 
himself; consequently, he addresses himself to 
his friends, and says, “If you will take a certain 
risk in this engagement which I have towards 
the Government, I will give you out of my com- 
mission a certain smaller commission ;” he does 
not undertake to take the stock himself, but he 
undertakes, if the public does not take it, to take 
it himself. Therefore I say as to your question, 
it is done, and done every day of the week, I 
believe in large loans, and first-class loans, and 
the highest loans. 


Mr. Kirkman Hodgson. 


5077. It is a question of degree, the difference 
at which the syndicate or coniractor takes the 
loan; I say a question of degree ; in this case it 
was a difference of 16 per cent. ?—Yes. 

5078. And therefore the question that has to 
be considered is whether the 16 per cent. was 
such a very large and inordinate difference that 
it would have been better to give the public some 
intimation of it?—Yes. 


Mr. Bourke. 


5079. But in the case of a first-class loan, 
where it is 2 or 3 per cent., that is a matter of 
agreement ?—Yes; with the finance minister of 
the country. 7 

5080. That would be called a secret agree- 
ment?—Yes; and you may take it that the bigger 
the State, and the more important the State, the 
more they would object to publicity as to what 
arrangements they made with their contractors. 

5081. So that if you made agreements of this 
sort impossible to enter into, it would be difficult 
to define the other agreements which we have 
been speaking of with reference to first class 


‘loans, and to distinguish them from the others? 


—Yes. 

5082. Do you know any means by which you 
could distinguish those kinds of agreements from 
the ones which have already been alluded to, as 
being desirable to have public?—I do not share 
in the opinion of those who think it desirable to 
publish any agreements ; I do not see where you 
are to draw the line at all. 


Sir Henry Holland. 


5083. I understood you to say that the public 
really looked to the prospectus in each case ?— 
Greatly to the prospectus, but also somewhat to 
the firm introducing the loan. 


5084. It is, of course, very important that the 


statements in the prospectus, therefore, should be 


correct, 
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Sir Henry Holland -continued. 
correct, and verified by those issuing the loan ?— 
I think so, certainly. 

5085. Probably you would agree, therefore, 


- that if any measure could be passed for securing 


that correctness, either by statutory declaration 
or otherwise, it would tend pro tanto to protect 
the public; that would be one of the points to 
which those who are concerned for the public 
would address themselves, the verification of the 
prospectus ?—1 think that the more careful and 
exact you make the information you give to the 
public the better; but as to making statutory 
declarations I do not think you would get persons 
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Sir Henry Holland—continued, 


to bring out loans under that condition, except to 
make a statutory declaration to the effect that to 
the best of their belief they believed it to be 
true; and, in effect, they do so now, for if they 
are guilty of falsehood they render themselves 
lable. 

5086, There is-a difference between a deliberate 
falsehood and a statement that has not been veri- 
fied?—I should hope that no firm would bring out 
a loan without verifying the statement put in the 
prospectus, because they would run a great risk 
of stating that which was absolutely false. 


Mr. ALEXANDER FRANCIS BAILI£, sworn. 


Mr. Watkin Williams. 


5087. WHAT are you?—I am engaged in the 
house of business of Messrs. Robinson & Fleming. 
5088. Were vou, in the years 1870 and 1871, 
in Paraguay ?—Yes, at the end of the year 1870. 
5089. Were you then connected with Robin- 
son & Fleming ?—No, it was previous to that. 
- 6090. How long were you there?—About 
four months at that time; I stayed consecu- 
tively then about four months at the end of 
1870. | 

5091. Were you there again in 1871 ?—Yes, 
at the end of 1871, and all the year 1872. 

5092. To go back to 1870; in what capacity 
were you there in the year 1870?—I went up 
for some gentlemen in Buenos Ayres, who were 
anxious to see whether anything could be done 
with regard to the railway. 

5093. The war was over then?—The war 
was over. 

5094. Were you in a position at all to judge 
‘of the condition of the country ?—I have had a 
very large experience of South American 
countries; 14 or 15 years’ experience. 

5095. I am speaking of Paraguay ; now it had 
gone through a terrible war for some years ?— 
Yes. 

5096. And was ina very prostrate condition, 
was it not?—Yes. When I was there there 
were a great many foreigners who went up. It 
got very much filled with foreigners. A great 
many went up from Buenos Ayres and Monte 
Video, and Brazil too. 

5097. What class of people ?—Some 
business people to establish houses; 
Italians, who went up to work. 

5098. Labourers, do you mean ?-—Labouring 
people; nursery gardeners, and that sort of 


were 
others 


people. 


5099. Are you ina position to tell us what the 
condition of the country in the end of 1870, and 
the beginning of 1871, was; was it recovering 
itself at all?—Yes, it was certainly revovering ; 
there was already a good deal of trade being 


done; the yearba was coming down in large 


quantities. 

5100. Do you know anything of the resources 
of the country at that time ?—Well, the re- 
sources were principally from the Customs, and 
the patents for houses of business, and the stamp 
duties, and the returns of the railway too; in 
fact, everything goes to the Government there. 


_ Very little is given to the municipalities; almost 


everything to the Government itself. 
5101. 1 suppose you had no occasion to ascer- 
tain with any exactness what the produce of the 


é 


Mr. Wathin Williams —continued. 


revenue was, what the amount was?--I do not 
know what it was at that time. The sum of 
money which is received at the Custom House 
every month, or almost every week, is always 
stated in the newspapers, and at the time I was 
there, there was about 40,000 dollars a month, 
that is 2,000. from the Custom House. 


Mr. Edward Stanhope. 


5102. What month was that?—I think the 
exact month was September, 1870; in that month 
it was 8,000/. 

Mr. Watkin Williams. 

5103. That would be about 100,000. sterling 
a-year ? —Yes, if it were the same every month ; 
but I would not say it was the same every 
month. 

5104. Did you know at that time anything 
about the debt of the country ?—I never heard 
of that debt that has been mentioned, I never 
heard it spoken of in Paraguay. 

5105. Did you ascertain the condition of the 
country at all at that time ?—Yes, I was bound 
to do that; I was sent up especially to find 
whether the railway was free. 

5106. But is it true that the indebtedness of 
the country of every description amounted to 
only 213,3351.?—I could not say the exact sum, 
but it was spoken of as a small internal debt at 
that time. I remember this fact, there was a 
false issue made by my neighbour, Lopez, of a 
large issue of paper money, and that paper money 
still exists in Paraguay; it is not recognised, but 
certain families there have enormous amounts of 
it, it has never been paid, that was the money in 
the country. 

5107. I ask about the war debts ?—And for 
the rest, the war debts, I always supposed (it 
was a general opinion in Paraguay) that the 
Brazilians were helping themselves to land to 
pay themselves for the war expenses ; I re- 
member a great discussion about the boundaries 


at the north of the country; I never heard that 


they had any heavy war debt. ; 
-5108. Can you give the Committee any reli- 
able information at all as to the burthen cast 
upon the country by the war ?—The most visible 
thing was the army of occupation put in by the 
Brazilians, and I have no doubt they were to be 


paid by the Paraguayan Government. 


Sir Henry James. 
5109. When did the war end ?—In the begin- 
ning of the year 1870; Lopez was killed in 
March, I[ think it was. 
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; Mr. Watkin Williams. 

5110, Is there anything more you wish to tell 
the Committee about the condition and resources 
of Paraguay at the beginning of 1871 ?—The 
tobacco, and the yearba, and the timber, are the 
principal things to my idea; the indigo, too, is very 
important; but I do not think the yearba is ever 
properly taken into consideration ; it is the only 
thing the natives take in the River Plate, and 
they take it in Paraguay ; it goes all over the 
Plate, and down to the Pacific coast, and the 
consumption is’ very large. In that year, the 
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Mr. Watkin Williams-~continued. 
beginning of 1871, I know that about 20,000 


arobas used’ to pass every month through the 


Custom House. 


5111. What value would that be ?—It gives ; 


about half-a-crown for every 25 lbs.; the Govern- — 
ment take that duty on it for every 25 lbs. weight ~ 


that go through the Custom House. 


6112. What annual value would that be to the 


revenue ?—It was calculated formerly at. about 
100,000 Z. 
5113. That is the custom ?—Yes. 


‘ 


Colonel JosEPH ADOLPHE MENDEZ, sworn. 


Mr. Herbert Lindon (sworn as Interpreter). 


Sir Henry James (to Colonel Mendez). 
5114.. ARE you Chargé d’Affaires represent- 


‘ing San Domingo in London tee es) 


5115. Since what time have’ you occupied that 
position ?-Since the month of May or June of 
1872 for England. int as 

5116. .Have you any knowledge of the contract 
that was entered into between the Legislature of 
San Domingo, or the State of San Domingo, and 
Mr. Hartmont, in relation to the bringing out of 
the loan in the year 1869 ?—Perfectly ; I have 
it here. q 

5117. Are you aware that that loan was for the 
sum of 420,000 7. ?—Yes. 

5118. And that the San Domingo Government 
was to pay 58,0002. per annum for 25 years ?— 
Yes; I have here the notification which was 
given to me by the minister. 

5119. How much of that loan did the Govern- 
ment of San Domingo receive ?—The Govern- 
ment has received of this loan nominally 50,000/.; 
but in niaking that payment of 50,0002, Mr. 
Harimont retained his proportion of the commis- 
sion due to him, in case the loan had been placed. 

5120. How much actually has the Govern- 
ment of San Domingo received; is it 37,000 U.? 
— About 38,000 /. j 

5121. Now will you state to the Committee, as 
briefly as you can, the circumstances under which 
the Government refused to carry out the business 
with Mr. Hartmont?-—The Dominican Govern- 
ment refused to complete the contract in the first 
place, because the money had not’ been paid to 
the credit of the Government within the stipu- 
lated time, which was the 31st of December 1869. 
The Government had in effect refused from the 
month of May 1870 to receive any farther pay- 
ments on account of the loan. The Government 
again refused in June and July, supporting its 
refusal by a decision of the Senate. 

5122. Did Mr. Hartmont offer any further 
money to the Government beyond the 38,000 J. ? 
—In the month of May, Mr. Spofford, his agent 


at New York, offered to the Dominican Govern-_ 


ment about 2,0002, and about 1,000 2. of arms. 
This is the correspondence between the Domi- 
nican Government and the agent of Mr. Hart- 
mont, namely, Mr. Spofford, at New York at the 
ime, on the subject of this refusal (producing it). 

5123. Do you mean that was the only sum 
offered beyond the 38,000 /. ?—That was the first 
sum that was offered and which was refused. “In 
the month of June the offer was raised to about 
10,000 7., I think, which was also refused. 

5124, How much, taking all the sums to- 


Sir Henry James -—continued. 
gether, has been offered ?—The Government had 
received 38,000 /.; and in July another 10,0001. 


“was offered. 


5125. Is that all?—That is all. _ 

5126. How do you know this; is it of your 
own knowledge; were you in San Domingo ?-—I 
know it in the first place through the correspond- 
ence which was handed to me when I was called 
back to San Domingo in order to investigate the 
matter. saa : 

5127. Was there a decree or declaration of the 
Legislature dated the 30th September 1872 ?— 
No. 

5128. Was there a resolution of the Congress 
dated the 20th of July 1870, declaring the con- 
tract with Mr. Hartmont void?—Yes. I have a 
copy of the decree of the Senate here (producing 
it). 

5129. What language is that im ?-- Spanish. 

5130. “ Meeting of the 20th July 1870, under 
the presidency of the Honourable Pedro T. Gu- 
rido: the majority being present, including the 
President and the Honourables Gdo. Botadilla, 
Vice-President, Jacinto de la Concha, Felix Flu- 
veres, Jose del R. Bernal, and Javier a Guridi, 
Secretary ; the meeting is declared open, at the 
residence of his Excellency the President of the 
Republic; all the Members of the Government 
being present. [is Excellency imforms them 
that the reason of the Assembly being called 
at the residence’ of the executive power, is 
in order to announce to them that the steamer 
‘Courier,’ from the United States, has brought 


with her 50,000 piastres, sent by the house of 


Hartmont & Co., on account of the loan con- 
tracted for by that firm; but whereas that firm 


having failed to fulfil the stripulations of their — 


contract in not sending the amount of the loan in 


due time, the Government has the'right to declare 


the contract null and void, and refuse to accept 
the sum sent, on which point he desired to take 


the opinion of the Assembly. All the senators 


are of opinion to declare the contract null and 
void, and the Honourable Guridi stated that the 
country must rejoice that this contract has not 
been executed, for if the difficult circumstances 
in which the Government was placed at that 
time made it acceptable, the position to-day is so 
totally different that there is no necessity what- 
ever to impose upon the nation the onerous con- 
ditions inscribed in this unfortunate contract, as 


it could be entered into, de nov», upon more 


favourable terms should the firm of Messrs. Hart- 


mont & Co. desire to carry it out. Therefore 
: hee) aa 
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the Senate declare the contracts for a loan, entered 
into on the Ist of May 1869, with the firm of 
Messrs. Hartmont & Co., of London, null and 
yoid, in consequence of the said firm having failed 
to fulfil its engagements within the time named”? 
—Yes. 

5131. What steps were taken to publish this 


- decree, if any, to the English public ?—It was 


not known that the English public was interested 
in the matter; it was thought that only the house 
of Hartmont & Co. was interested, and we were 
still more induced to believe that from the fact 
that Messrs. Lawson & Son were asking for the 
return of the sum of 50,0002. which they had 
originally paid to the Government. This is the 
letter from Messrs. Lawson (producing it), asking 
for the repayment of the money. 

5132. Were the 50,000 piastres returned to 
Hartmont; because itis stated that “ the steamer 
€Courier’ from the United States has brought 


_ with her 50,000 piastres”?—You will see in the 


correspondence that those 50,000 piastres were 
returned in conformity with the decision of the 
Senate. 

5133. Now, was Mr. Hartmont the consul 
general for San Domingo, in London at any time? 
—He was appointed at the same time when he 
received his powers to bring out the loan. 

5134. That was May 1869?—Yes; in May 
1869, either the 1st or the 8th of May. 

5135. When did he cease to be consul general? 
—In August or September 1872. I revoked his 
appointment, in accordance with the powers given 
to me. 

5136, Can you tell us what powers he had as 
consul general to represent the Republic of San 
Domingo ?—The usual powers granted to consuls, 
entirely commercial powers. 

5137. Does the Government of San Domingo 


retain the 38,000/.?— Yes, until they are 
\ claimed. 


5138. By whom?—At present they belong to 
Mr. Hartmont, and it is Mr. Hartmont who paid 
them. 

5139. Is the Government of San Domingo 


willing to pay that sum back, to whomsoever it 


may belong ?—Certainly. 
5140. Have you anything more that you wish 


- to state %—Yes; I wish to explain first how the 


Government proposes to support its claim not to 


owe more than the sum it actually received. Mr. 


Hartmont could only act in virtue of bis special 


_ powers; these special powers are very limited, 
as they state formally that his powers were only 


to raise a loan of 420,000 2.; therefore in bor- 


_ rowing the 520,000/. Mr. Hartmont went beyond 


his powers. 
5141, What difference did it make to the State 
of San Domingo how much he borrowed, as they 


_ had to pay 58,900/. for 25 years in any event?— 


Tt makes an enormous difference. Mr. Hart- 


mont was, according to his powers, to borrow on 


the best possible terms for the Government, there- 


fore he ought to have reduced the capital and 
the interest in proportion from 520,000J. to 


420,000 L. 
5142, I wish to point out that the San Do- 


- mingo Government contracts in return for 


 320,00072. net to pay 58,900 l. for 25 years to Mr. 
_ Hartmont; what difference was it to the San 
~ Domingo Government how much Mr. Hartmont 


t from the public?—It would make no dif- 
ence if you considered the contract only as 


between My. Hartmont and the Government. 


- 0.64. 
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5143. A short time ago you said, when I asked 
you if you announced the termination of the con- 
tract to the public, that you knew nobody but 
the house of Hartmont in the matter ?—When I 
published the decree of the Senate to the English 
public I knew that I wanted to enlighten that 
public. 

5144. That was, I think, on the 30th Sep- 
tember 1872, was it not?—It was the 30th of 
September 1872. 

5145, Have lyou anything else to add?—When 
I came to London in 1872 | learned that the loan 
had been issued and quoted, but neither the 
Government nor I knew of the rate at which it 
had been emitted; and in the first note which I 
transmitted to Mr. Hartmont, the 28th of August 
1872, this reason was not referred to. It was 
only on the 11th of September 1872 that I was 
able to obtain the prospectus, and Messrs. 
Lawson’s letter, which was annexed to the pro- 
spectus. Mr. Hartmont states that he sent the 
prospectus to San Domingo. The document 
which Mr. Hartmont sent to Sun Domingo was 
the delegation of his powers to Messrs. Lawson ; 
and from the copy of that document which | 
have taken at San Domingo it will appear with 
what care all mention of the rate of the emission 
was avoided. 

5146. Are you aware of a letter written on 
the 10th of September 1869, from Mr. Gautier, 
Minister for Foreign Affairs, in which he says, 
“The prospectus of the emission of the loan has 
also arrived” ?—I saw it in the “ Times,” about 
a fortnight ago, but otherwise I have no know- 
ledge of it; I should be very glad to see it. 

5147. Is that the signature of Mr. Gautier 
(handing a letter to the Witness) ?—Yes. 

5148. Look at the fourth paragraph ?—Yes} 
but that is the prospectus to which Mr. Gautier 
refers (handing in the Prospectus). I have copied 
it myself; and, therefore, there may be some 
inaccuracies in the Enelish, but substantially it 
1s correct. 

5149. This that you have put in is as follows: 
“ Republic of Santo Domingo. The Santo Do- 
mingo Six per Cent. Government Loan, 1869, of 
757,700 1. (British sterling), in 3,577 bonds, 
numbered from 1 to 3,577 (both inclusive). 
‘Series A., No. 1 to 1,000, 1,000 bonds of 9007. 
each, 900,0007. Series B., No. 1,001 to 3,577, 
2,577 bonds of 500/. each, 257,7000.: 3,577 
bonds, equal to 757,7001., general bond.” It 
does not state the price of issue, but it is a loan 
for 757,700 Z. nominal ?—Yes. On the 30th of 
August 1872 I asked Mr. Hartmont for a form 
of the bond which had been printed, in order to 
be delivered to the contractors. This (producing 
it) is the document which was handed to me by 
Mr. Hartmont, in which there is no mention of 
the rate. Hence the Government never knew 
that a suecessful loan had been issued on the 
London market, and they did not know till the 
11th of September that this loan had been issued 
at 70 1. 

5150. Is that your own handwriting (handing 
a letter to the Witness)? —Yes. 

5151. The amount of the loan had to be paid 
by the 31st of December 1869 ?—Yes. 

6152. And you say it is in.consequence of 
default in that payment that the San Domingo 
Government have refused to receive the rest ?— 
Yes; in May, June, and July. 

5153. Please took at that letter (handing tt to 
the Witness), and I will read it from the transla- 

Cee Se ek ae : 


Colonel 
Mendez. 


3 May 1875. 


tion. 


Colonel 
Mendez. 


3 May 1875. 
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Sir Henry James—continued. 


tion. This is a letter of the 12th of January 
1870, from Colonel Mendez: “ Sir,—Since some 
days the French journals outdo each other in 
repeating articles arrived from New York, and 
even from San Thomas, announcing that the 
United States has just acquired the Bay of 
Samana. It is noticeable that the first time this 
was mentioned it was in the “ Times,” which 
said that the fact was communicated by the cor- 
respondent of your house. On the other hand, 
nothing in the letters I have received made 
me to expect a similar result, and Mr. Baez ex- 
pressed to me his confidence that you would fulfil 
the obligations of your contract. I should there- 
fore be quite inclined to contradict these rumours, 
or at least to deprive them of all official character, 
but before doing so I should wish to know how 
far it could be to your interest for me to expose 
the reasons of my disbelief.” That is written on 
the 12th of January, after the day of default ?— 
Yes. Ihave here Mr. Hartmont’s reply to: the 
letter which has just been read (producing tt). 
T call attention to the expression used by Mr. 
Hartmont, that the rumours of the cession of 
Samana were fayourable to his prospects; that is 
explained by the fact, that instead of having to 
offer a hypothetical security of the proceeds of 
Samana, a direct revenue of 30,0002. could be 
offered as security. 


Sir Charles Mills. 


5154. How do you acccunt for it that at the 
rate at which the loan was emitted was any 
concern to the Government ?—Because if the 
Government had known of the rate it would 
have immediately protested against it. 

5155. But why ?—Because it injured its in- 
terest. 

5156. How ?—Hartmont’s powers stated that 
he was to negotiate a loan of 420,000 l. on the 
best terms for the Government. 

5157. Had not the Government undertaken to 
pay a certain annuity ?—Yes, if you consider it 
from the point of view of the Government and 
the house of Hartmont. No, if _you consider it 
from the point of view of the Government and 
the holders_of the bonds. ; 

5158. Have you read Article 4 of the Contract 
with the house of Hartmont?—Yes; but that 
article is not in the powers granted to Mr. 
Hartmont. If you rely on the contract with 
Mr. Hartmont you must rely upon the contract 
in its entirety. And then the concession had 
lapsed in consequence of the non-payment on the 


- 31st of December 1869. 


5159, Are you aware of the letter of August 
1869 from the President Baez ?—No. 

5160. You do not know that there was not 
such a letter ?—I cannot say. If I were to see 
the letter I should recognise the writing. 


Mr. Edward Stanhope. 


5161. When did you first hear that the Go- 
vernment of San Domingo refused to confirm the 
issue of the loan by Mr. Hartmont?—I only 
heard of it in 1872, when I was called to San 
Domingo. 

Mr. Watkin Williams. 


5162. In August 1870, was Joseph Warren 
Fabens, Minister Plenipotentiary of the Domini- 
can Republic at Washington ?—He was Minister 
Plenipotentiary there. 

5163. Do you know of a correspondence which 


passed between him, as the Minister Plenipoten- 
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Mr. Watkin Williams —continued. | 
tiary, and Mr. Hartmont, in August 1870?—I- 


am aware -of one letter from Mr. Fabens to Mr. 
Hartmont at about that date. I object to the 
term “in his capacity as Minister,” because Mr. 
Fabens occupied no position of the kind in Eng- 
land with respect to the loan. 

5164. Have you got the letters, or copies of 
them, here ?—I have a copy which I received 
from Mr. Hartmont. 

5165. I will ask you to produce the one of the 
10th of August 1870, from Fabens to Hartmont? 
—(The Witness produced tt.) 

5166. That letter is: “ Legation of the Do- 
minican Republic, Washington, August 10th, 
1870. Edward H. Hartmont, Esq., Dominican 
Consul General at London, now at New York. 
Dear Sir,—I have the honour to acknowledge 
the receipt of your communication of yesterday, 
asking information as to the present status of the 


——_ 


Santo Domingo Loan of 1869; and having just 


returned from a visit to Santo Domingo, I beg 
to advise you of the views of the Dominican Go- 
vernment with regard to certain modifications of 
the same, about which the said Government will 
be very glad to negotiate with you at Santo Do- 
mingo, as is stated in a dispatch from Mr. Gau- 
tier, Secretary of State of the Dominican Republic, 
dated Santo Domingo, 23rd July 1870, which you 
have read. The Government, as I understand 
the case, has been obliged to refuse the money 
which you have sent to them by the ‘ Tybee,’ 
since, according to your instructions, such money 
was only to be delivered to the Government upon 
surrender of the custom-house revenues, which 
they were not prepared to give over until they 
had received the whole balance of the loan. I 
may say that in the present situation of the Re- 
public it would be a most embarrassing affair for 
the Government to surrender at once the custom- 
house revenues of Santo Domingo and Puerto 
Plata as security for the bondholders. The 
temporary failure of the Annexation Treaty, and 
the war in Europe which has. closed for the 
time being the North German ports, which 
comprise the sole market of the Santo Do- 
mingo tobacco crop, has so crippled the trade 
of the Republic that it would be very incon- 
venient for the Government to compel the mer- 
chants to pay all duties in coin. To cause such 
a drain of specie from commercial circles, although 
the Government of Santo Domingo is authorised 
by law to do this, might be highly detrimental to 
the Government. ‘The latter has shown its 
thorough good faith by refusing instalments of 
the Joan remitted, on the condition of giving a 
guarantee which might not altogether realise the 
expectations of the bondholders. There is in the 
opinion of President Baez, and the members of 
his Cabinet, and I may add in my own, a much 
more satisfactory way to arrange things. You 
have given me to understand some time since that 
the bondholders might be disposed, if something 
could be done to effectually strengthen their 
securities, to accept even a reduetion of interest, 
and I therefore think that it would be a most 
beneficial thing to all concerned to give up the 
securities mentioned in the bonds of the loan 
(except the royalties on the guano of Alto Velo), 
and to replace the same by the 49 annuities of 
150,000 dollars gold, which the Government of 
the United States will have to pay to the Do- 
minican Government as a rental for the lease of 
Samana Bay after the ratification of that treaty, 
which does not seem to be doubtful. These annui- 

ties, 


eS, 


sibility and not on behalf of any body. 
call the attention of the Committee to some of 
the questions that have been raised in connection 


' 


Mr. Watkin Williiams—continued. 


_ ties, together with the royalties and duties on 


guano, would give the bondholders: an interest 
absolutely sure and safe, and I believe that the 
sacrifice which the bondholders would make in 
accepting a reduction of interest, is largely 
compensated by the greater guarantees which they 
obtain. As you declared to me on a former oc- 
casion, that an alteration of that kind would have 
to be submitted to the bondholders, and that 
without obtaining their consent you could not 


‘ conelude anything, I have not brought with me 


an official power of the Government to settle 
this matter. I may, however, state that, in my 
judgment, the Government of the Republic would 
not only\ gladly accept such changes, but would 


‘see in their acceptance by the bondholders anew 


proof of the good wishes by which they are ani- 
mated for the welfare and future of the Republic. 
I have also mentioned the possibility of this 
arrangement to President Grant, and he has 
assured me that he sees no objection to the 
proposed arrangement. Should a new treaty 
for annexation be concluded, which is very pos- 
sible, it is proposed to insert a clause by which 
the United States agrees to pay the 49 annui- 


ties, as provided in the treaty for the lease of 


Samana Bay, and which could then be applied, 
as already suggested, for the said annuities. I 
now advise you to submit these proposals to the 
bondholders in England, and after having obtained 
their approval, to announce such fact to the Do- 
minican Government. The latter will, of course, 
be delighted to see you again in Santo Domingo 
to settle the matter. If by any possibility you 
cannot go to Santo Domingo in person, the 
Government, I have no doubt, wi'l cheerfully 
treat with any respectable party to whom you 


fe 
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Mr. Watkin Williams—continued. ; 
may delegate your authority. I am, Sir, with 
sentiments of the highest esteem, your obedient 
servant, Joseph Warren Fabens, Minister Pleni- 
potentiary of the Dominican Republic ” ?—Yes. 

5167. And part of the security for this loan 
which you have been speaking of was the guano 
of Alta Vila, was it not ?—Yes. 

5168. In September 1872, did the Govern- 
ment of San Domingo grant a concession of Alta 
Vila to some French concessionaires ?—Yes, con- 
ditionally, but the agreement was without any 
results. 

5169. Did the Government take away the 
concession from UHartmont?— Yes; I had 
announced the withdrawal of the concession from 
Hartmont in consequence of the non-performance 
of certain conditions. . 

5170. Was it a part of the concession to the 
French concessionaires that they should relieve 
the Government of San Domingo of the Hart- 
mont debt?—No, not of the whole loan but of 
the 50,000 7. nominal. 

5171. That was all that the Government had 
received:?—Yes, to rid them of the responsibility 
of what the Government had received, and which 
they acknowledged to owe. 

5172. Do you know whether these French con- 
cessionaires entered into negotiations with Mr. 
Hartmont for a settlement ?—I think so, but I 
was not concerned in any. 

5173. Do you know whether the French con- 
cessionaires, with the concurrence of the Domini- 
can Government, offered to settle by paying 
16,0007. to Mr. Hartmont ?—The San Domingo 
Government did not intervene at all in the 
matter. It allowed these concessionaires to act 
as they pleased. 


Mr. LioneL COHEN; re-called. 


Sir Henry James. 


_ 5174. You have some suggestions, I believe 
which you wish to make to the Committee ?— 
They are mostly of a negative kind. I should 
wish to say in the first instance, as it has been 
stated that I am one of the managers of the 
London Stock Exchange, that that is a body 
apart from the committee for generai purposes, 
and that I have no delegated authority to speak 
for the Stock Exchange. I have reason to hope 
that my opinions on this question are held by a 
great many, but I speak only on my own respon- 
I will 


with the practices which exist on foreign bourses. 
It has been mentioned that certain steps might 


_ be taken here for the purpose of stopping trans- 
actions before allotment; I think the questions 


which have been raised before the Committee 


bear more upon that point than anything else; 


and in connection with that, it is important that 
the Committee should know that in no city in 
Kurope, of which [have any cognisance (and my 


_ experience is pretty general), is there any im- 


pediment whatever against the issue of a loan or 


- against transactions in a loan during the time of 
subscription; with this one exception, that in 
_ France a formal authorisation is required from the 


Government of the country before the prospectus 


for the loan can be issued; the Govertiment lay 
~ down no rules in France under which that 
. 4 0.64, ; 


Sir Henry James—coatinued. 
authority is granted, but it very rarely is refused ; 
and one of the loans which this Committee has 
had under its cognisance, that is to say, a loan for 
one of the States, of which the Committee has 
heard, namely, for Honduras, was issued in 
France. 


Mr. Kirkman Hodgson. 

5175. The second one was refused ’—There 
was a second French loan which the Govern- 
ment refused, I believe; there was one issued in 
France. 

5176. In 1869 ?—I think it was in 1869. In 
Berlin, and in Amsterdam, and in Antwerp, 
there is no restriction whatever over the issue of 


Getouel 
Mendez. 


3 May 1875 


Mr. Cohen. 


a loan beyond the responsibility of the firm that - 


issues it, and transactions take place in it at once 
as soon as it is issued, and transactions have taken 
place to my knowledge between London and 
these different places in loans which had heen 
issued partially in one place and partially in the 
other, during the time that the subscription has 
been opened in either the one or the other place. 


5177. Is there anything in these bourses ana- 
logous to granting a quotation on .the Stock 
Exchanges ?—Yes, in every one. At Paris there 
are ten conditions laid down by the Committee of 
the Paris Bourse before they grant a quotation. 
I obtained these documents officially from the 
syndicate of the Paris Bourse. 

Go Sir 


Pee ee 
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Mr. Cohen. 
3 May 1875. 
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5178. Is the responsibility you refer to any- 
thing like the responsibility attaching to con- 
tractors ?—It is the ordinary responsibility of the 


- Jaw that if they make a false statement they are 


liable. At Berlin a quotation for a loan is granted 
by the committee, or withheld by the committee, 
at its absolute caprice, without giving any rea- 
sons for it; and at Antwerp a quotation is granted 
as a matter of course, whenever bargains arise, 
and without any formality at all. At Amsterdam 
there are certain rules, but the committee grant 
them quite at their own caprice, and without 
assigning any reasons for it. At none of those 
four places, which are the chief places on the 
Continent where securities are introduced and 
loans launched, is there anything like the amount 


-of investigation, or the amount of authority exer- 


cised, over the contractor or over the transactions 
of the Bourse, that is exercised in London. The 


investigations and the examinations of the Lon-. 


don committee, of which I havé had some 25 
years’ experience, I think are much closer than 
they are in any city abroad. Anyone will corro- 
borate what I: tell you who has had transactions 
in the different cities of Europe as well as in 
London. In connection with this I would men- 
tion that the Bill of Mr. Sheridan, of which I 
have a copy before me, would entirely prevent 
loans being issued in this country at all. Cer- 
tainly I do not believe that any State, to whom 
it would be worth while to apply a test, any 
solvent State would submit to the questions 
which it is proposed to ask of its agents by the 
very terms of this Bill. The very first clause 
contains something self-evidently ridiculous, “All 
agents proposals to borrow money.” By that is 
probably meant prospectuses, because otherwise 
the Registrar of Joint Stock Companies would 
have his_hands quite full of occupation; every 
firm in London could tell you that there are at 
least 50 proposals for one transaction. 


Sir Henry Holland. 


5179. If you had the word prospectus there 
instead of proposal you would not object ?—No; 
I should not object, but I shall show you that it 
is inoperative.~ Itsays, “ All proposals to borrow 
money in England by public loans, made by 
foreign States, or by municipal bodies or corpora- 
tions, in such States, or by their agents, for 
national, municipal, or other purposes, and the 
names and addresses of such agents, shall be 
registered by the Registrar of Joint Stock Com- 
panies.” Then Clause 2 is: ‘‘ Certified copies 
of all agreements, or other documents entered 


into by such agents, either ‘in England or in 


foreign States, with a view to negotiate and effect 
such loans, or in any manner relating thereto, 
together with the particulars of the revenue and 
taxes of such foreign States or municipal bodies 
or corporations, mortgaged to secure the repay- 
ment.of such loans, and the title, or am abstract 
of the title, to any property charged for that pur- 
pose, shall be registered by the Registrar of Joint 
Stock Companies.” Now I do not think that 
foreign States would permit that authority to be 
exercised in London. The 3rd Clause says: 
** All accounts, vouchers, and other documents, 
showing the net amount paid or transferred by 
such agents to the foreign States which they 
represent, and the amount retained by them by 
way of agency, commission, or otherwise, or in 


any manner relating thereto, shall be registered ;” 


| wae 
Sir Henry Holland—-contimued. 


that would be absolutely impossible, of 


course, 


because if a foreign State were to come here, and 


out of the proceeds of this loan go into the 


market, like any individual, to purchase arms, 


or ships, or any other article they may want, and 


divert the proceeds of this loan for that purpose, — 
for railway plant or anything, you would have to 
expose the whole of the busmess of that State not. 
only as between the contractors and the Govern- 


ment, but as between the Government and A., — 


B., C., and D.,'to the gaze of the public. 


as the 4th clause provides, because of course 


The | 


statutes of foreign countries might be registered — 


a statute is published in the country itself 


already. .Then clause 5 is: “The names and 


addresses of agents directed by this Act to be — 


registered by the Registrar of Joint Stock Com- 
panies shall, when registered, be deemed to be 


an election of domicile made by such agents for — 


the purposes of such Act; and in all cases — 
wherein it may be necessary for any person to 


serve any summons, demand, or notice, or any 
writ, or other proceeding at law, or im equity or 


otherwise, on such agents, service on them per- 


sonally, or by leaving the same at such registered 
addresses, shall be deemed good service.” 


convenience; and that is the only suggestion 
that Mr. Charles Lewis made last Thursday in 
which I can agree with him. I think that it 
might be desirable to have an agent of the Govern- 
ment here who could be served with summonses, 
notices, and writs, in order to protect the persons 
in this country from undue action on the part of 


the Governments themselves, who are now irre- Hl 


sponsible. The 6th clause would render every 
agent who introduced a loan liable to such penal- 
ties that I think no amount of profit would be 


likely fo tempt an agent to submit himself to 


them, and therefore 1 think that, practically, if 


course that might be done; it would be a great — 


this Bill were to be carried out, it would drive | : 
not only the business which you wished to drive, — 


but all financial business connected with the in- 


troduction of loans, into foreign countries; andthe 
argument I should address to the Committee upon _ 
that point would be really almost a negative ~ 


argument, that, notwithstanding the fact that the 
investigations of the Committee have adduced the 
existence of a great many abuses, it is hardly 
within the limits of legislation, or such legislati mn 


as would come within the scope of an Imperial 


Legislature, to consider the remedies which they 


would apply to those evils. 
volved touch the very essence of all business, and 


I cannot conceive that Parliament would direct — 


its attention to providing remedies to meet evils 


The questions in- — 


-which touch principles on which the whole busi-._ 


ness of the country turns. 


bargain in stocks is not different from a time bar- 
gain in any other article of commerce. Every 
railway contractor that makes a time bargaim for 


the construction of a railway sellsin advance iron 


and labour, and materials of all kinds; persons buy 
cotton before it leaves the country, aud all those 
are in the same nature as stock business; they are 
simply transactions of the middle man to provide 


the markets with stocks of thmgs in advance of © 
Now, if you are not going _ 
to destroy the market for time bargains, on what _ 


their requirements. 


principle should you interfere to destroy bargain 
before allotment? I am leading up to this 
because I say that it is against the ordina 


For example, time — 
bargains have been objected to. Now a time 


ples. 


Sir Henry Holland—continued. 
pees of business to interfere with these time 
_ bargains before allotment; and it is not the 
_ bargains themselves before allotment which have 
_ worked any mischief; it is quite a mistake to 
_ suppose that. One or two gentlemen who have 
given evidence, gentlemen probably unconnected 
with the Stock Exchange, have said that the 
dealers of the Stock Exchange (I think I heard 
‘Mr. Grant say so this morning) make a maket in 
these things themselves; that is totally untrue. 
The first impetus to transactions in these securi- 
ties is given by orders through the brokers from 
one of the public; that one of the public may or 
may not be a person connected with a syndicate 
of a loan, or the contractor of a loan, but of course 
dealers in the Stock Exchange have no means of 
officially knowing who the outside client is; they 
may surmise, but they cannot know. The making 
of a market, if you call it so, is done by some one 
interested probably fortheloan. Iheard the ques- 
tion which Mr. Kirkman Hodgson has asked several 
of the witnesses, whether they can identify the 
making of these purchases before allotment. 
Now that is a question which I venture to 
submit is one of degree to a great extent. 
There may be cases where a contractor for a loan 
would not only be justified in purchasing before 
allotment, but where I think it would be almost 
obligatory on him to buy before allotment ; 
such a case, for example, as if he had found a 
conspiracy (and these things have notoriously 
existed) to depreciate or oppose the issue of a 
security which he knew to be good; but then he 
should buy only with his own money. What I 
think the Committee could turn their attention 
_ to would be to state that if there were any power 
im any contract on the part of the issuing Go- 
-vernment to purchase back, not only through the 
actual agent who issues the loan, but through any 
other person; if they had given such a power, it 
. must be stated in the prospectus issuing the loan. 
From my limited experience on these subjects 
_(and you have some very good autaorities round 
your own table on the question of the formation 
_ of syndicates, or on houses who issue loans with- 
- out a syndicate), 1 think no one will venture to 
' contest the right of any issuing house or body to 
purchase stock back with their own money, if 
' they think fit to do so, either for the protection 
of the stock to which they have given their name, 
or on account of something which they may con- 
sider to be due to the Government or munici- 
_ pality which has entrusted its business to them ; 
but I do think that if a Government offers 
2,000,000 7. of stock, and grants power to buy 
q back for the Government itself 1,500,000 7., that 
is a material fact which might be stated in the 
4 prospectus, and you might make that obligatory. 
_ Then it is said, How will you prevent these bar- 
gains before allotment? I contend that you can- 
not prevent bargains before allotment. If you 
say you will make the bargain illegal, then you 
touch the freedom of contract which ought to 
exist between any two persons to buy and sell 


= 


i 


; 


absolutely at their own freewill; and if you say 
that 
’ _ your legislation would be inoperative ; an honour- 
. able person outside is sure to comply with his 
a bargain, and. making it void would be absolutely 

 nugatory. Questions have been asked as to the 
_ meaning of a syndicate. A syndicate is no- 
‘thing more than an illustration of the French 


roverb, “Punion fart la force ;” transactions 
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i will make them void, I.can assure you | 
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have’ now become so gigantic, that it is 
in the power of very few firms to deal with them 
alone; therefore, half-a-dozen men who have 
confidence in one another, combine for the pur- 
pose; and there is nothing in the nature of a 
syndicate which need at all trench upon the 
security of the public, or of the subscribers to a 
On the contrary, it rather gives the public 
a protection, that some time will elapse before the 
stock is forced upon them, and that the first 
allottees will, therefore, not be unduly damnified. 
With regard to the stimulus, which has been 
called by an honourable Member of the Com- 
mittee, the forcing apparatus of these buyings 
before allotment, it is not actually the buying 
that works the effect ; what works the effect is 
the quotation day by day in the newspapers, for 
which the authorities of the Stock Exchange are 
not in the least responsible; it is the quotation 
that is given that such and such a loan was in 
demand at an active premium. The Stock Ex- 


change has no official list. which takes notice of 


these things before allotment, and they have an 
express rule that they do not quote the stock or 
shares of any company until they have had it be- 
fore them ; tut if this quotation of a premium does 
do a mischief, the mischief is done by the news- 
papers. I can give you an instance. The Stock 
Exchange Committee refused the quotation re- 
cently of a New Zealand Loan; for about a fort- 
night it was every day in some of the news- 
papers; in the body of the money article it was 
stated what, premium or discount that New Zea- 
land Loan bore ; therefore, that loan was brought 
much more under the attention of the public than 
it would have been if it had simply appeared in 
its place in the official list. Unless you can make 
it a misdemeanour to publish the news in a news- 
paper, Ido not think that you will reach the 
evil; and I do not think that dealing before 
allotment is a question which you can deal with, 
except by compelling the prospectus to state if 
the Government have granted powers to buy 
back. There is another objection which, in the 
minds of commercial men, would prevail against 
too much of the nursing system, if I may call 
it so, the system of legislating for every little 
evil that arises, and that is one very recently 
brought to your notice in the case of friendly 
sucieties. If the Government interfered, and 
do as they do in France, and say, “ You 
shall not issue the loan unless we consent to 
it,” it is directly inferred that the appearance 
of the Government authorisation implies that 
the Government have given some sort of Govern- 
ment sanction to it, and you would have aggra- 
vated ten or twenty fold that which you now 
have in a mild degree, that the public imagine 
that the Committee of the Stock Exchange, by . 
simply granting ‘a settlement or a quotation, are 
answerable for the bonafides of everybody con- 
nected with the loan. If you required a Govern- 
ment sanction, you would have that evil increased 
to a great extent. The only. possible way in. 
which I think legislation might be directed to 
these caprices of foreign Governments (I can call 
them nothing less, calling a man an agent one 
day, and then repudiating him the next day, 
without giving any notice to the public in this. 
country that he had ceased to act as their agent), 
would be by requiring at the Foreign Office that 
a person who is recognised as the representative 
of the borrowing Government should state and 
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certify that the agent who was issuing the loan 
had powers from the Government so to issue it. 
That would be a protection for the public, and I 
cannot see that it would lead to any difficulty at 
present. I am satisfied that every mercantile 
house that issues a loan takes care that the chain 
of powers is complete ; but there is this wanting, 
that sometimes (and that has occurred in one of 
the cases before you) you go back even to the 
fountain head, the president of the country, and 
you find that he has given his powers, and the 
constitution steps in afterwards and says, “ Oh, 
he only had power while he was in the country 
itself. When he gave you this document, he was 
travelling in Europe for pleasure, and had no 
power to do it.” It is impossible for a London 
house to go further back than the Government 
itself; but if you required a deposit in the Foreign 
Office here of a certificate from the envoy repre- 


senting that State, that the agent was empowered - 


by the Government, it would prevent the Govern- 
ment turning back upon their own agent and re- 
pudiating his acts as having been informal. I 
am quite sure that, so far as the Stock Exchange 
are concerned themselves, they are only anxious, 
and extremely sensitive, at everything sup- 
posed to be done in their place which tends to 
evil practices; and I think that they may, 
and probably will, modify their rules to 
some extent. You may probably have the 
committee themselves before you, and it will be 
much easier for them to modify them after the 
light which this Committee have thrown upon all 
these questions; and although I think that it 
will be positively mischievous. if any close legis- 
tion is attempted in consequence of the revela- 


tions which have been elicited by this Committee, 


I feel quite certain that for a long time to come 
the institution of the Committee, and the inves- 
tigations which they have instituted, will have 
been productive of a very large amount of benefit, 
and that the ends which you seek to secure, and 
which probably you think can only be secured 
by means of legislation, have been directly secured 
by means of the publicity which has been given 
to these questions, and, by means of the extra 
sare and caution which you will induce the public 
to take ; and as to which, I may say that, perhaps, 
if it had been induced in the first instance in the 
ordinary way in which such things are induced, 
by the criticisms and investigations of the public 
press, it would never have been necessary to have 
troubled the Committee upon the subject. I 
think I have touched upon all the points I have 
made headings of. I am sorry if I have not given 
the Committee much light; but still I consider 
that nothing can be done by the Committee, and 
that it is equally important for the public to 
know that, in the minds of those who have given 
their best attention to the subject, there is 
nothing in all this that can be reached by legis- 
lation; I think it is almost as important that that 
should go forth to the public, as that different 
panaceas should go forth which I am sure would 
break down, as others have broken down before. 


Sir Henry James. 


5180. All contracts made on the Stock Ex- 
change for the public, are made subject to the 
rules of the Stock Exchange ?—Yes: 

5181. So that if a person’ buys a stock, the 
legal contract is subject to whatever rules you 
have on the Stock Exchange ?—Yes. 
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5182. As a rule, I suppose, the public are 
ignorant of what those rules are?—I should say 
not, by this time; besides anyone can purchase 
a copy of the rules. 

5183. Most clients you have are not aware of 
the rules of the Stock Exchange, I suppose ?—I 
am not a broker myself. 

5184. Inasmuch as all contracts have those 
rules introduced into them and legally bind the 
parties to them, of course it is very important 
that those rules should be beneficially framed in 
the interest of the public as well as of the Stock 
Exchange ?—Yes, I think the Stock Exchange 
might possibly adopt a suggestion that is made of 
having a statutory declaration, though I do not 
think it would practically make much difference ; 
and I think that they might also require to be 
published in the official list the amount of the 
stock which is issued, and that is another im- 
provement which might be made. 

5185. You are more disposed to leave the 
correction of these evils, which you seem to think 
exist, to the Stock Exchange thax to any legis- 
lation ?—To leave it to the Stock Exchange would 
be one mode; another would be to apply the 
correction that you have already applied. 

5186. Publicity you mean Ver, publicity is 
the great thing. 

5187. You are not disposed to apply any legis- 
lative enactment to correct these evils ?—No. 

5188. Of course the Stock Exchange acts as a 
voluntary body ?—Yes; I will tell you one reason, 
if I may be permitted to do so, why in a foreign 
loan we do not want anything from Parliament. 
In a company you go to Parliament for certain 
privileges, in a foreign loan one man buys and — 
another sells, and it is one of the principles of 
that transaction, buying and selling, that you 
should have as little legislation as possible, un- 
less we ask you for anything. ; . 

5189. But in a limited company there is very 
little privilege obtained from Parliament !—There 
is the law of limited companies; that is in itself a 
very great protection. 

5190. For what purpose was that law enacted, ~ 
in whose behalf ?—For the benefit of the commu- 
nity generally, that matters might be arranged 
by a syndicate, a number of persons combining 
together, without their having undefined respon- 
sibility. 

5191. It would be for the protection of the 
public?—I think not; I think the object of 
limiting the liability of a share can hardly be 
that. 

5192. But the legislation affecting limited lia- 
bility companies is in the interest of the public? 
—In as far as the public are shareholders it is in 
their interest ; I thought you alluded to the much 
larger public who are customers of the companies, 
not shareholders in them. 

5193. Why should not the investor, who takes 
bonds in a foreign loan, be protected, if you can 
protect them, as much as the person who takes 
shares in the company ?—He should be pro- 
tected; but I do not think that he should be 
protected by the law. I think he should be pro- 
tected by his own brains and intelligence. 

5194. Why, if you should protect the share- 
holder in a company, should you not protect the 
bondholder in a loan?—What do you protect the 
shareholder in the company from? I am not 
quite sure that I follow the scope of your 
question. vy 

5195. There — 
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5195. There is an enactment, the 38th section 
of the Act of 1867, which makes it fraudulent if 
any promoter or director of a company does not 
publish all contracts entered into in relation to 
that company by such promoter or director. Now, 
surely, that is an enactment for the benefit of the 
investing public, is it not ?—Yes. 

5196. Why should you not apply a similar 
protection, if you can, to the investing bond- 
holders ?—I will tell you a very important dis- 
tinction between the two. A director, a trustee, 
or whatever you call him, under that Act, is a 
person employed and paid by the shareholders. 

5197. A promoter is not paid at all, is he 
not?—It occurs to my mind, the first time 
you ask me the question, that the agent intro- 
ducing a loan is the agent of the Government 
to offer you the loan, and you may take it or 
leave it, just as you please; but that the agent 
or promoter of a company is a person paid out 
of the company itself, because there is no foreign 
body in that case. 

5198. Surely the promoter of a company and 
the contractor of a loan equally put it before the 
public, do they not ?—Yes. 

5199. And they appeal to the public to sub- 
scribe, one to the company and the other to the 
loan ?-—Yes. 

5200. Then why should not, legislation, if it 
can, protect the bondholder against the promoter 
of the loan, as well as it protects the shareholder 
against the promoter of a company ?—You have 
a great advantage over me, in the fact that I do 
not bring my mind to these questions, except at 
the moment you are asking me. It seems to me, 
in the first instance, that if I wish to offer a 
security to the public, the public have not a right 
to know what my private arrangement is with 


the Government, as to the terms on which I offer 


it. They have a right to know that the Govern- 
ment have bound themselves to all the conditions 
which I put forth in my prospectus, that I have 
not told lies in the name of the Government; 
but they have no right to know whether I have 
received from the Government 1, 5, 10, or 20 
per cent. (to put an extreme case) for the service 
rendered to them; and that is a contract which, 
I say, it would stop all business if you were to 
publish. 

- §201. I am asking about the price at which 
the contractor takes it, so as to pay the money to 
the Government; do you think that ought not 
to be known?—I think everything ought to be 
known which touches the security offered. 

5202. Take the extreme case that you agreed 
to give the Government 54 /. per cent., and you 
issued it at 80/., do not you think that the public 
ought to know that the contractor is only to give 
the Government 54 /. out of the 80/.?—Yes, I 
think they ought to know it there. 

5203. Why should they not know it in all 
cases ?—Because I say it would destroy the sys- 
tem of business in every case in the world. I 
contend that the onus of proof is upon you, not 
upon the position I take up. The onus of proof 
is upon those who say that the ordinary trans- 
actions of business should be dispensed with in 
this case ; of course it is a matter of conscience. 
T do not think a respectable house would issue a 
loan at 80/. and take it at 54 /. 

5204, Let me point out this to you: a pro- 
moter of a company, say an industriel manu- 
facturer, who purchases premises from the holder 
0.64. 
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and then issues a prospectus forming a company 
to carry on those works, is bound to state what 
he gave for the premises; why should not the con- 
tractor of a loan do the same ?—JIn the case you 
but, is the man bound to say what he gave 10 
years ago? 

5205. No; but if he purchases as promoter, in 
the same way as a contractor takes from the State 
as contractor, then I put it to you that they are 
so much in the same boat that the one ought to 
tell what the other ought to tell?—The effect of 
your requiring that would be this, in several in- 
stances, that a firm would establish a branch in 
Boulogne, and sign its contracts over there, and 
the security, when negotiated abroad, would 
come over here, and then your legislation would 
be inoperative. 

5206. Would that be done, do you think, un- 
less there was a wish to conceal something ?—No, 
not unless there was a wish to conceal; but that 
wish to conceal might be a legitimate wish. 

5207. Do you think that the English public 
would suffer much if some of these loans were 
sent over to Boulogne instead of coming to 
England ?—Yes, as to some. I think that the 
public are benefited, not only directly from their 
investments in foreign securities, but indirectly 
from the exchange of commodities sent abroad in 
exchange. 

5208. Do you not think that the public would 
benefit if some of the loans were issued at Bou- 
logne ?—Some ; a very limited number. 

5209. Those are the loans that there is a wish 
to conceal something in; members of the Stock 
Exchange, and yourself included, would like only 
to have there a legitimate business, instead of 
business founded on insufficient security ?—Yes; 
the effect of a bad loan and of a default upon the 
part of a Government, is to make the public dis- 
trustful, and to check business of all kinds. And 
excuse my making an observation of this kind, 
but it is certainly within the province of the 
Committee that, unless great care be taken, 
the proceedings before this Committee will be 
distorted so as to be made a cloak for foreign 
Governments in repudiating their liabilities. It 
is supposed that certain journals have commented 
upon the proceedings here as if, when the com- 
mission was 10 or 20 per cent. it would exonerate 
in any way the principal. 

5210. You. seem to think that the foreign 
States would very much object to state their re- 
sources and revenue; that is to say, solvent 
States like Russia and France ?—They would 
say, “ Take it from my Budget.” 

5211. Ifa State is in such a condition that it 
has to hypothecate its revenue, do you see any 
reason why some document should not be filed 
here as to the certainty of the hypothecation?— 
No, I think if that were certified at the Foreign 
Office, so that no other hypothecation could take 
place, it would be well. 

5212. Do not you think that attention should 
be directed to securing the hypothecated reve- 
nue?—Yes. One other point occurs to me; one 
stimulus to unsouud loans (and I do not know 
whether legislation could reach it) is this, you 
issue a loan at 50J, or 60/. and draw it back the 
next year at 1002; that appears to me very 
much like the lottery which is prohibited in this 
country, and if it were possible, lotteries being 
one of the things which the law deems to come 
within its reach, to say that a loan which was 
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issued under 80 /. should not be redeemable with 
a premium above 25 per cent. on its value, there 
is no doubt that that would check im some way 
the introduction of hot-house loans. That adds 
to the gambling element a great deal. 

5213. You, of course, are aware of the pro- 
visions of Leeman’s Act ?—Yes. 

5214, Would a respectable broker or jobber 
now sell large numbers of bank shares without 
having the numbers of the shares given him by 
his clients; suppose a client came and said, “ I 
wish to open a Bear Account,” for instance ~-I 
have no transactions in shares myself; but my 
impression, from what has come under my notice, 
is that no one would dream of talking about Lee- 
man’s Act. 

5215. Would now, in the practice of the Stock 
Exchange, a broker, if he was told to bear 
3,000 or 4,000 shares in a bank, or 2,000 or 
3,000 shares, do it without having the numbers of 
the shares from his client?—-It depends who it 
was for; if it was for you or a solvent man he 
would do it directly, I should think. 

5216. Is it the practice now, since 1866, to sell 
large numbers of shares, say in a bank, without 
having from your client the numbers of those 
shares ?—Unquestionably- 

5217. You have seen no alteration in that 
practice since 1866 ; is that so ?— No, none what- 
ever. There are some persons whose business 
especially is to deal with them; my friend Mr. 
Cazenove will give you the best information on 
that subject, but I feel certain that there is no 
alteration in that respect, notwithstanding the 
Act. 

Chairman. ; 

5218, You would recommend no alteration ia 
I understand you?—l mentioned 
one or two points on which legislation might touch 
these things. 

5219. For instance, for giving a false certifi 
cate to the Stock Exchange, would you punish 
people for that ?—Ifa man gives a false certifi- 
cate to the Stock Exchange, he is liable now to 
the ordinary penalties; if he is not, it is the 
clumsy state of the law that requires alteration ; 
but if'a man makes a false declaration, whereby 
another is damnified, would he not be liable if 
the other could bring it home to him? 

5220. I think you said you very much dis- 
approved of the plan of issuing a loan, and then 
the Government taking measures for buying it 
back itself ?—Yes, the Government undoubtedly. 

5221. You would not punish anybody for doing 
that?—I would not punish any individual for 
doing as he likes with his own money. 

5222. Would you punish the person who acted 
as agent, or did it second-hand ?—If you impose 
a law, you must provide a penalty. 

5223.. Would you impose such a law ?—Yes. 

5224. Do you think you could prevent it by 
any law?-—I think you could prevent it by a 
law requiring, just as you require a promoter to 
put his contracts before the public, that if the 
Government gave a contract in connection with 
that loan to A., B., C., or D., it should be stated 
that they had given authority for the repurchase 
of the loan, It is a question where the draughts- 
man would have to be very careful to carry out 
the intention you desire ; because in a recent'case 


relating to some of the shares in an English gas’ 
company, the orders to buy witha view to that » 


fraud came from Berlin. 
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5225. Then I understand that:if an agent for 


a'foreion Government were to enter intoan agree- » 
g g 


ment with a syndicate to purchase back a loan 


before allotment, a regular formal agreement en-\ 


abling them to do it, with a power perhaps of not 
being fixed with their. purchases, you would 


consider that a case which ought to be punished. 


by law?—I think it ought notto be allowed 
without being stated to the» pubhe; but that 


would not reach the end you desire, because the 


agent would not do it; it would:be the Govern- 
ment itself who would do it. You must pomt 
out that the agent himself must state in his pro- 
spectus if the Government have granted a power 
of repurchase... 

5226. Do you think it would be any great ex- 
aggeration if it were denounced by the law as a 


conspiracy to defraud ?—I am not quite acquainted 


with the significance of legal language. 


5227. Is it not really combining together to . 


mislead people ?—If the penalty were seven years’ 


transportation I should say that would be too — 


severe. 
Mr. Walter. 

5228. Do you think that any benefit would 
result from registering the original issue of bonds, 
and mentioning the price?—No; all'those sug- 
gestions are not worth anything, I assure you, 
because the chain of legal documents is all com- 
plete at the present time: there is not a flaw in 
any of these legal documents; they would all be 
in as apple-pie order as possible. 


Mr. Whitbread. 
5229. If a man signs an open: public contract 


one day that the charge’ to the Government for 


raising a loan shall only be 7 per cent. say, or 6) 
per cent., and at the same time signs)a secret 
contract that the charge to the Government shall 
be 4 or 5 per cent. more, do you think that is a 
thing that ought to be allowed by law ?—It is 
very difficult to say what:the law ought to allow; 


. it isan immoral act, no doubt. » 


5230. Do you think that it is a thing which 


ought to be punished: by law ?—No, I do not.’ 


think that the law could reach those things: 
5231. Not if you attached a: heayy’penalty to 


the making of such contracts ?—I do not think | 


so. If it could be reached by the law, without 
hampering or fettering trade, there as no doubt 
that every © objectionable» practice should be 
reached, and that is an objectionable practice. ) I 


can only give you a general answer to the ques- 
tion; I should have to consider what» effect: the: » 


particular provision before me» would have upon 
the general commerce of the country. | Therefore. 


any abstract general question is difficult to answer -. 


precisely for that-reason.: 


Mr: Pulestou. 
5232. You say that the Government’ issuing 


the loan: should certify in the! prospectus the 9 

i suppose that. 
the buying back would not be contemplated when» 
the prospectus was published, but altogether arises’ 
from an after necessity or supposed necessity -— ~. 
Well, that is not always so; the buying back is « 
sometimes contemplated from the day the loan is: : 


authority to buy back. » I shoul 


signed. 
5233. 


Undoubtedly. 
5234. Therefore, 


Then the fact that a Government would. 
give that authority to buy back would indicate 
that they anticipated the necessity of doing it? 


| 
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ag 6234. Therefore, so far as that went, that part 


of the contract would indicate no great strength 
on the part of the Government ?—No; it would 
be damnatory of the loan before it was issued. 

5235. That is why you would advocate its 
being made public ?— Yes. 

5236. You have had a great deal to do in your 
own house with the issue of loans, what is your 
own opinion of syndicates ?—I have already said 
that every firm is asyndjcate in itself; three or 
four men combining together who have confidence 
in each other. 

Sir Charles Mills. 

5237. Do you think that there would be any 
advantage if the loan were advertiscd some days 
before the subscription list was opened ?—I think 
it would be an immense disadvantage; it would 

aggravate the amount of business done before- 
hand. 

5238. It is a course pursued in Paris, I be- 
lieve ?—Occasionally. 

5239. I think in Paris it is the custom, not the 
exception, to advertise beforehand ?— Yes. 

5240. You think that would not be advisable 
in this country ?—The shorter the time that inter- 
venes between advertisement and taking subscrip- 
tions, the better, no doubt. 

5241. The advertisement some days previously 
gives the public the opportunity of investigating 
the merits of the loan, does it not?—Yes; but if 
you object to transactions on the Stock Exchange, 
there are certain of the public who think it right 
to buy, and others to sell; and those transactions 
will be increased. 

5242. Not if the Stock Exchange were to for- 
bid quotation before allotment?—They do now 
before allotment. 

5243. I mean if they would annul transactions 
‘before allotment ?—They cannot do that, unless 
they were to say that they would hang a man for 
doing it, 

5244, They cannot insist on its being carried 
out, you mean ?—No. 

5245. Do yeu think that it is a good plan, 
giving a quotation for the full amount of the loan 
when only a portion of it is placed?—I think a 
quotation should be given to the full amount, but 
the amount issued might, be stated, though it 
would have to be changed occasionally in the case 


_ of a loan only partially successful at the outset. 


That is a comparative detail, not a matter of any 
great importance. 


Mr. Ellice. 
5246. I want to ask you your opinion about 


_. making public all the transactions relating to 


‘these loans. I want to take the cave of a person 


_ buying a patent; say that he gives half a million 


for the patent, and he wants to put it into a limited 


company, and he goes to the public and offers it 


is the difference between the 


for a capital of a /million; his profit as promoter 
half million at 
which he buys, and the million at which he sells 
to the future shareholders. I want to know any 


difference that there is between that profit and 


the profit of a loan contractor, who makes his 


_ profit between the price at which he contracts 


for a loan and that at which le issues it to the 


_ public; are not the cases strictly analogous ?— 


I think that is the same question which Sir 
Henry James asked me. [I said, in answer to his 


) 


_ question, that I was not acquainted with the law, 
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but that, as between the loan contractor and the 
public, the public have no right to know what 
commission is paid by the Government to the 
issuing house. And there have been instances 
where an issuing house has bought the loan from 
the Government at one price, and held it for a 
year, and brought it out a year afterwards at 


another price. 


5247. I want to know your reason why the 
two cases, being strictly analogous—— ?— Exeuse 
me; Ido not agree that they are. 

5248. Wherein does the analogy fail ?—There 
is an essential difference in that the director or 
promoter gets his profits out of his company, 
whereas, in the other case, the man is paid by the 
Government. 

5249. Does he not get,,his profit, as between 
621., for instance, and 80/., out of the public, to 
whom, we will suppose, he sells the shares at 
80 7. ?—Yes. 

5250. What is the difference, then, between 
the two; the one makes his profit out of the 
difference between the purchase and the sale, 
and the other equally makes his profit out of the 
difference between the price at which he receives 
it and the price at which he sells it ?—The differ- 
ence arises in my own mind, because it has always 
been held in the minds of those who have had to 
do with loans, that in those cases he is not trustee 
for the public for the protection of their rights, 
and that they have to judge from the thing before 
them whether the security is good, and he has to 
perform his duty by, of course, protecting their in- 
terests as against the Government, but at the 

rice offered. They have tu judge whether they 
will take the thing or not. 

5251. But can you give me any reason why the 
public should not be protected equally in the one 
case as in the other ?—I think that it would drive 
the issuing of loans abroad entirely, and all com- 
mercial business would be done abroad, and the 
securities would be contracted for there and im- 
ported here. 

5252. Do not you think that the fact of their 
going abroad for this purpose, people knowing 
that the fact of their going abroad is caused by the 
statutory declaration required here, would raise 
people’s suspicions, and would make them less 
liabie to go into the loan than if they took it 
here, where they knew all the information would 
be given ?—It might do so, but unless you have 
something at the time to arouse people’s suspi- 
cions they forget what has take place, and become 
as credulous as ever again. 

5253. Is it not the fact that the price at which 
a loan is issued to the contractor in this country is 
made public; I mean the terms upon which the 
English Government deal in the case of loans 
taken by tender ?—Yes. 


Mer. Colens, (Une 
3 May 1875. 


5254. Why should there be any difference in — 


that respect with a foreign loan ?—It might pos- 
sibly be that there would be no difference. 

5255. 1 ask what good reason is there that 
there should be a difference ?—The reason I:say 
is that, like any other contractor, the contractor 
in this case has got a right to make what terms 
he chooses with the Government, and the name of 
one firm is worth ten times more than that of 
another, and he asks so much for that. 

5256. Whatever the character of the contractor 
in this country, the terms upon which he makes 
his contract are known to the public when he 
makes a contract with the English Government; 

GG4 and 
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Mr. Ellice—continued. 


and I want to know what good reason you can 
give why they should not be known in other cases? 
—I can only give the reasons which I have given 
already. 
Sir Charles Russell. 

5257. You have referred to the habit of the 
press of making quotations not official?—Yes. _ 

5258. Do you think it would be to the interests 
of the public that the press should confine them- 
selves to only official quotations ?—It is difficult 
to answer that question. I think the remedy for 
all these things is publicity; the more publicity 
the better; but I say if you ascribe the evil to 
the making of a quotation before a market, that 
evil is attributable to the appearance of such 
quotations in the papers, rather than to their ex- 
istence on the Stock Exchange. 

5259. You do not think that the remarks that 
appear in the money articles, either in favour of 
or against a loan, are in any way injurious to the 
public interests ?—No, I think the more publicity 
you have the better. 


. Mr. Kirkman Hodgson. 


5260. I have found a letter which I could not 
find when addressing a question to Baron Grant 
just now; I will just read you this letter, and then 
ask you a question on it. ‘London, 31st May 
1872. Messrs. Robinson, Fleming & Co., 21 Aus- 
tin Friars. Dear Sirs,—Paraguay Loan, 1872,— 
Referring to the agreement of this date (27th) I 
haye concluded with you on behalf of my Go- 
vernment, I beg to state, for your satisfaction, 
that such portion (if any) of the above loan as 
shall be applied for by you; and subscribed or 
purchased in the market, by, or on your behalf, 
fer the purpose of promoting the success of the 
loan (and which you are at liberty to do to any 
extent you think expedient), shall not be con- 
sidered as subscribed for or issued within the 
meaning of Article 5 of such agreement, but 
shall be regarded as not placed, and you shall not 
be required to account to me or my Government 
for the same, unless or until you shall have sold 
and disposed thereof within the period of twelve 
months mentioned in Article 8 of the said agree- 
ment; and I beg to inform you that your state- 
ment of the amount you shall have disposed of 
shall be accepted by me as correct.” Baron 
Grant stated that they had no authority to sell 
at any price they liked; I could not find this 
letter at the time, though I knew that it con-~ 
tained an answer to that remark. This was the 
answer that Messrs Robinson & Fleming had 
authority at any time within twelve months. [ 
wish to ask you whether such a letter as that 
would not come within your idea of what ought 
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~ transactions before allotment. 


Mr. Kirkman Ho dyson—continued. 


not to be allowed on the Stock Exchange. You  . 
stated that you thought it wasa very bad thing 
for the contractors of a loan to have in their 
pockets a letter containing a guarantee from the- 
Government which allowed them to do anything 


they liked in the way of buying back without 
employing their own money. “This letter you 


would think within that category, I presume ?— 


It appears to me that that letter is a material 


statement which should be put before the Com-- 


mittee of the Stock Exchange, or any other body, 
at the time of its investigating the loan. 


Sir Charles Mills. 
5261. You told me it was impossible not to 


sanction transactions before allotment, because: 
Surely the: 


Stock Exchange could pass a resolution forbid-— 


you cannot hang a man for them. 


ding its members to deal before allotment ?— 
They could pass a resolution just in the same way 
as Parliament is supreme; but if such a resolu- 
tion opposed itself to the ordinary practices and. 
to men’s minds, it would be difficult of enforce- 
ment, just the same as you find it difficult to 
enforce Leeman’s Act. 
5262. Now, is it not a 


liable to be suspended, and is so ?—Yes. 

5263. Therefore there is a remedy in case he 
violates the rules of the Stock Exchange ?—Yes ;. 
but I want to know what right have you to pre- 
vent me buying, if I choose, before allotment? 
What principle is involved in it, that you may 
interpose between me and my desire to invest in 
any security before allotment ? 

5264. You can write for it, cannot you, if you 
wish to invest in it ?—But then I may not get 
any. A man may only get a twentieth or a 
fiftieth of what he writes for. I'have 10,000 7/., 
suppose, to invest; what right have the Com- 
mittee of the Stock Exchange, beyond the fact 
of their being absolute, to say that I shall not 
invest in that stock, or that I must wait until a 
certain time ? 

5265. What proportion of bond fide investors 
purchase before allotment in proportion to the 
entire number of purchases that are made ?— 
That mathematical proportion could not be given 
exactly, because it varies with every loan; but 
in the case of the last Russian loan issued, i may 
state that I received before it was announced, 
from all parts of the Continent, orders day by 
day to purchase it. I mention that to the Com- 


mittee as an instance showing that there may be 
illegitimate 


legitimate transactions aswell as 


fact that if a broker: 
transacts business for a clerk in an office he is © 
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Chairman. 


5266. (To M.\Herran.) Wuat office do you 
hold»under the Honduras Government ?—Minis- 
ter Plenipotentiary: and Envoy Extraordinary 
in France. 

5267. Itis your wish, I believe, to be examined 
before this Committee ?— I have: not ‘offered 
myself before now, because Ihave been expect- 
ing a summons since the 7th of April, as 1 had 
+n the first instance written to the Chairman of 
the Committee; but not shaving received any 
summons, .and-having seen through the public 
prints that the Committee was going to close its 
investigations, I have come forward to ask to be 
allowed to confirm my letter of the 7th of April 
on oath. 

5268. Have you any observations to offer with 
regard to that letter of yours of the 7th of April? 
—I wish to prove that it was nota libel, as has 
been stated. 

5262, We do not require that; we want to 
know whether you have anything to say as to 
the truth of those statements, or whether you 
wish to add to them, or to modify them ?—I de- 
sire to declare on my oath that I have never 
asked for, or caused to be asked for, the 40,000 7. 
for myself, and the 16,000 1. for M. Pelletier, the 
Dominican Consul in Paris, as was stated. 

5270. Did you demand any sum by means of 
any agency at all?—I have never asked for any 
sum, either: myself or through the instrumentality 
of anybody else. 

5271, Is their any subject on which you wish 
to give information to the Committee ?—I wish 
to state that Captain Pim was never appointed 
special commissioner by my Government. 

5272. Will you explain that answer ; Captain 
Pim states that he was appointed by Mr, Gutier- 
rez; how do you reconcile that with your state- 
ment that he was not appointed ?—It is possible 
that Senor Gutierrez appointed Captain. Pim ; 
but Captain Pim called himself special commis- 

sioner of the Government, and a, minister has 
no power to appoint a special commissioner. for 
the Government, 
Husa 


Chairman—continued. 


5273. Did you take any step to get Captain 
Pim thrown into prison at that time in Paris ?-— 
Absolutely none. 

5274. Is there any other statement that you 
would wish to make ?—Instead of having done 
anything to:have Captain Pim put into prison, I 
on the contrary cbtained his release, in conjunc- 
tion with the English Ambassador.in Paris. I 
produce Captain Pim’s letter to me, which I 
handed to Lord Lyons, and also the reply. 

5275. We-have those already ?—I wish to pro- 
duce the originals. 

5276. Had you the management of the French 
Honduras Loan of 1869?—I brought out the 
loan with Senor Gutierrez. 

5277. Was any part of the interest of that loan 
paid with money from England ?—No ;_ not that 
I know of. 

5278. It has been, suggested that 70,000 /. was 
paid for that purpose, at the time when Captain 
Bedford Pim came to Paris?—I have no know- 
ledge of such a circumstance. I managed all the 
details of the loan up to the war in Paris. The 
interest had always been paid up to the time of 
the war; and when the war broke out I remitted 
about, 28,000,000 francs to the London trustees 
in obligations, and 3,700,000 francs in cash. 

5279. What-was the date of that ?—I think it 
was on the 14th of July 1870. f 

5280. Afier that, had you. nothing to do with 
the loan?-—I had nothing more to do with the 
loan., I transmitted the entire balance. 

5281. Who paid the interest after that time ? 
—During one year I paid the interest ; after 
that it was paid, I suppose, by Messrs. Bischoff- 


_ sheim, or the trustees here ; but I do not know. 


5282. It is suggested to us that 70,000 J. was 
sent over to pay the interest of the French loan 
in September 1872 ?—I had nothing to do with 
it in 1872. It does not appear to me possible 
that it should have been done: in 1872, because 
of the 130,000. obligations sent over to England, 
I think in; September 1872, at least. 100,000. had 
been sold. 


Hee — 5283. How 
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Chairman—continued. 


5283. How would that bear upon the question 
of the payment of the interest one way or the 
other ?—I am unable to say. After 1870, I no 
longer interfered in the question of these loans at 
all. My Government gave me orders no longer 
to interfere in the matter of the loans in Eng- 
land, and I followed out the instructions of my 
Government. The Paris loan was to produce 
36,500,000 francs, and JI accounted for that 
amount; I accounted for that sum, and after that 
had no longer anything to do with it. 


Sir Henry James. 


5284. How much did the French loan of 1869 
realise from the French public ?—Sixty-nine 
thousand and some hundred obligations were sold 
to the French public. 

5285. What was the value of each obligation ? 
—-The price of each obligation when I sent them 
to London was 214 to 215 frances. 

5286. Was that the price received from the 
French public ?—Up to then, yes. 

5287. Will you give that amount in money ; 
how much ‘money was received from the French 
public?—-There was received from the French 
public about 12,400,000 francs, 


Sir Charles Mills. 


5288. What was the ncminal amount of the 
bonds ?—Three hundred francs; and they were 
sold to Dreyfus, Sheyer, at 175 francs a forfait. 


Sir Henry James. 


5289. What has become. of that sum of 
12,400,000 francs ?—Three millions seven hun- 
dred and fifty thousand francs were paid to 
Messrs. Bischoffsheim & Goldschmidt in Eng- 
land, as I have stated. 

5290. On what account was the 3,700,000 francs 
paid ?---For paying dividends and continuing the 
works at the railways, &c. On the 17th of March 
I made a contract with Messrs. Waring Brothers, 
who were the contractors for the railway. I gave 
to Messrs. Waring Brothers 50,0007. for the 
second section of the railway. 

5291. Have you any receipts for any monies 
that you paid ?—I have all the receipts. 

5292. Where ?—I have the original of the re- 
ceipts in Paris, and I can send for them if the 
Committee desire. The copies of the receipts 
are at my hotel. t 

5293. When can you obtain the original re- 
ceipts ?---I cannot give up the originals; but I 
can have the copies certified by the English Am- 
bassador in Paris. 

5294. Did Messrs. Dreyfus, Scheyer & Co, 
send in an account ?—Yes. 

5295. The Committee would be glad if you 
would allow them to see the copies which you 
have with you?—I will send them to the Chair- 
man to-day. Besides the 50,000 /. which I gave 
to Mr. Waring, I gave him a certificate from 
the engineer for the second section for about 
14,000 0. | . 

5296. To whose hands was that money paid ? 
—To the hands of the holder of the power of 
attorney of Messrs. Waring & McCandlish. 

5297. What is the name ?—I do not remember 
the name, which is illegible on the receipt. 

5298. Was that sum paid in Paris ?—Yes. 

5299, Howmuchaltogether was paid to Messrs. 
Bischoffsheim & Goldschmidt first, in money ?— 
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Sir Henry James—continued. 


Three millions seven hundred and fifty thousand 
francs. ; 

5300. For what purpose was that paid to them ? 
—To pay what was necessary for the continua- 
tion of the works, and to pay the dividends on 
the bonds. 

5301. What has become of the rest of the 
12,400,000 francs received ?— There were 
3,000,000 francs which I paid to Messrs. Drey- 
fus, Scheyer, for small nickel coin to pay the 
workpeople. 

5302. What was that nickel coinage ?—It was 
similar to the Belgian coinage. 

5303. Was that money to be used in Honduras? 
—I sent it to Honduras. I did it by order of 
the Government. 

5304. Were these words in the French pro- 
spectus of 1869: “ A Commission has been ap- 
pointed to superintend the employment of the 
loan, which is to be exclusively devoted to the 
completion of the line already in process of con- 
struction ” ?—Yes, 

5305, Under what authority did you apply 
these 3,000,000 francs to the coinage of nickel 
money ‘—Under the authority of my Govern- 
ment, which was ratified by the Legislature. 

5306. Was any sum of 2,300,000 francs paid in 
respect of an indemnification under an agreement 
executed in London the 2nd of July 1870 ?—Yes, 
it was paid to Messrs. Dreyfus, Scheyer & Co. 
for having given up their right to 130,000 obli- 
gations. 

5307. Who were the parties to that contract ? 
—Messrs. Bischoffsheim & Goldschmidt, and 
Senor Gutierrez, and two trustees, Mr. Davids 
and Mr. Barnes. 

5308. Why were Messrs. Dreyfus, Scheyer, to 
receive 2,300,000 francs ? — Messrs. Dreyfus, 
Scheyer, took one-third of the loan firm, and two- 
thirds on option ; and having accepted the option 
they had the right of keeping the bonds. ‘They 
asked for a commission to give up those bonds. 
They were to receive them at 175 francs, and to 
sell at 214 francs, out of which they were to pay 
all commissions and expenses. 

5309. Does this sum represent the difference 
between what they took firm and what they sold 
to the public ?—Yes, it represents the difference 
between 175 and 214. 


Mr. Kirkman Hodgson. 


5310, On the whole loan, or only on the third ? 
—On 130,000 bonds. 

5311. Was that the total of the loan ?—Five 
thousand seven hundred and ninety bonds had 
been drawn on account of the Government, which 
had been extinguished. When Messrs. Dreyfus, 
Scheyer, or Messrs. Bischoffsheim, applied to me 
for bonds in exchange for cash, I cut off the 
coupons, and I detached about 450,000 coupons 
of 10 frances each, which I withdrew from the 
bonds on account of the Government. 


Sir Henry James. 

5312. Did Messrs. Dreyfus, Scheyer & Co. 
take the whole 2,300,000 francs, or was that 
eve by any one ?—They received the whole 
of it. . 

5313. For themselves ?—For themselves, cer- 
tainly. oe, 

5314. Now, what has become of the obligations 
which were not issued to the public in relation to 
this French Loan of 1869?—I had them. with- 

drawn 


Sir Henry James—continued. 
drawn on the part of the Government, scme 5,790 


bonds. 

5315. What obligations in money value did 

bs send to London ?— About 28,000,000 francs. 
sent over here in obligations and money 

30,352,000 francs. 

| 6316. For what purpose were the obligations 

sent over here ?—They were sent over here be- 

cause, in consequence of the war which was 

about to break out, they could ‘not have been 

'sold in Paris excepting very slowly. 

5317. Do you know whether they have been 


| sold in London ?—I do not know. 


5318. Can you tell me this, what was the 


amount of the interest you paid on the loan the 


Jast time you paid it?—I paid in the two pay- 
ments, for interest aud sinking fund, about 


1,164,000 francs. 


5319. Can you separate the amount paid for 


“fnterest from the sum paid for amortisation ?—- 


Yes. At the first drawing, 500 bonds were 
drawn, which were paid at 300 francs. 
5320. Can you tell us how much was paid for 


_jnterest (never mind the amortisation) the last 


time that you paid it?—There wére some 40,000 
eoupons to be paid the last time, 10 franes each 


_ coupon. 


5321. What was the rate of interest, six and 
two-thirds per cent. 
 §322. For the half-year, or the year?—For 
the year. 

5323. Do you know, as Minister of Honduras 
at Paris, whether default has been made in the 
payment of the interest of this French loan, or 


-not?—Interest was paid up to the month of 


March 1873. 
5324. Who provided that money ?—The two 


first coupons were paid by the correspondents of 
Messrs. Bischoffsheim, the [franco - Egyptian 
Bank. 

5395. And after that?—The trustees, includ- 
ing Signor Gutierrez, my colleague, ‘appointed a 
cashier in Paris to make the further payments. 

5326. Do you know from what source that 


money came? —No. 


Sir Charles Mills. 


5327. Are you not aware how much you paid 
for interest in Paris?—I paid on account of 
interest about 850,000 francs. 

5328. What was the amount of actual bonds, 
not money, that you sent to Messrs. Bis- 
choffsheim?—One hundred and thirty thousand 
bonds. 

5329. Representing 28,000,000 francs ? — 
Twenty-eight million francs. 

5330. And you sent them in money 3,750,000 


- francs ?— Yes. 


5331. Then that will not quite correspond 
with the figures given in your letter (handing to 
the Witness his letter of the 7th of April) ?— 
These figures in the letter are what I gave to 
Messrs. Waring and to Messrs. Bischoffsheim. 

5332. But you said that you gave 28,000,000 
francs in bonds, and 3,750,000 in cash; those 
added together make 31,750,000 francs ; in addi- 
tion to which there was, I think, 1,543,000 franes 
given to Mr. Waring ?—I have worked out the 
‘sums, and they come to 31,000,000 franes odd ; 
but that amount in the letter is the correct 
amount. 


Mr. Puleston. 


5333. What idea do you wish to convey to the 
0.64. 
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Mr. Puleston— continued. 


Committee, as to the disposition by Captain Pim 
of the 70,000/.?—I wish to explain to the 
Committee that no funds were required from 
England to pay the interest, as we had funds in 
Paris. 

5334, Who had these funds in Paris ?—The 
gentlemen in London, who had an agent in 
Paris who was selling bonds, and therefore must 
have had the funds in hand. 

5335. Were the funds there in September 
1872 ?—I cannot say officially, because 1 was no 
longer concerned with it; but I understand that 
190,000 bonds had been sold. 

5336. What reason have you for fixing the 
sum at that amount?—I consider that about 
that sum had been paid. 

5337. But how do you know that, prior 
to tbat date, these bonds had been sold ?—I 
heard from the bankers that they had sent so 
many millions of francs to London; but I did 
not verify the accounts. 

5338. You did not know it of your own per- 
sonal knowledge ? — No. 

5339. What bankers do you allude to ?—The 
bankers, Messrs. Dreyfus Schayer, who were 
commissioned from here to sell those bonds on 
commission. 

5340. You said that no Minister had any 
authority to appoint special commissioners; did 
you know whether Signor Gutierrez had or had 
not authority from his Government to appoint 
Captain Pim?—I am certain that such could not 
have been the case, because if he had been ap- 
pointed by the Government, the Government 
would not have appointed two special commis- 
sioners on the 28th of October 1872. 

5341. Do you know, or do you not know, 
whether Signor Gutierrez had authority from 
his Government to appoint Captain Pim a 
special commissioner, or to appoint any special 
commissioner ?7—He had not those powers. 

5342. I should like to call your attention to 
the following letter of Signor Gutierrez, which 
I find at Question 1912 of our proceedings : 
« London, 23rd May 1872. In virtue of the 
powers conferred upon me by the Honduras 
Government, of which you have a full know- 
ledge, I hereby appoint you, Bedford Pim, Esq., 
captain in the British Royal Navy, special com- 
missioner of Honduras, with powers to act and 
represent my Government in all financial matters 
in Europe. This appointment is made by me 
as Minister Plenipotentiary, and solely as acting 
in the name and on behalf of the Government of 
the Republic, and in virtue of the above men- 
tioned powers conferred upon me as Minister 
Plenipotentiary. (signed) Carlos Gutierrez” ?— 
If Captain Bedford Pim_had been appointed 
special commissioner, the Government would not 
have appointed these two gentlemen three 
months before the loan was brought out. 


Chairman. 

5343. What two gentlemen ?— Doctor Charles 
Bernhard and Signor Fusto Bueso. I can hand 
in a letter to the Committee (producing it) show- 
ing that they were appointed special commis - 
sioners for Europe. 


Mr. Puleston. 


5344. Did Captain Pim show you the letter 
which has just been read to you — Captain Bed- 
HH 2 ford 
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Mr. Puleston—continued. 


ford Pim never came to me; I do not even know 
him by sight. 

5345. Did you see the letter?—No, I have no 
knowledge of that. 

5346. You observe that it begins, “In virtue 
of the powers conferred upon me by the Hon- 
duras Government, of which you have full know- 
ledge, I hereby appoint you,” &c.?—Yes; but 
the Government never sent me any notice of 
that. 

5347. Do we understand you to state that this 
statement of Signor Gutierrez must therefore be 
false ?—I prefer not to give an opinion upon that 
subject. 

5348. This letter that you have handed in is 
dated the 20th of October 1872, and the letter I 
read to you is dated the 23rd of May; so that 
there are several months interveuing between the 
two?—lIf Captain Pim had been commissioner, 
then they would not have appointed those two 


‘ other commissioners. 


5349. Might not Captain Pim have been 
commissioner at this date, which is several 
months in advance of the other appointment ?— 
No; I do not think that possible, because sup- 
posing Captain Pim had been appointed special 
commissioner, his appointment would have come 
to an end, because the other two commissioners 
had been appointed. He attempted to bring out 
the loan in Paris on the day on which the other 
two commissioners arrived. 


Mr. Kirkman Hodgson. 


5350. It was in December 1872 ?—The 26th 
December 1872, and Doctor Bernhard arrived at 
Paris on the 26th. 


Mr. Puleston. 


5351. You state in your evidence that Captain 
Pim was not appointed special commissioner ?— 
Not by the Government. 

5352. You have seen now Senor Gutierrez’s 
letter in which he says that by virtue of powers 
conferred upon him he was appointed; you ‘still 
maintain that he was not appointed; do you know 
that he was not appointed, or that he was not a 
special agent ?—He may have been the commis- 
sioner of Senor Gutierrez, but certainly not of the 
Government. If Senor Gutierrez appointed him 
he might have called himself Senor Gutierrez’s 
commissioner, but he had no right to call him- 
self commissioner of the Government. 

5353. Was the prospectus of the loan of 1869, 
issued in France, published under your auspices ? 
—Yes, I signed it. 

5354. Did you not consider yourself, as repre- 
senting the Government, under those circum- 
stances bound to see that all the money received 
was applied as the prospectus said it would be? 
—I watched over the proper application while 
the matter was in my hands. 

5355. Did you satisfy yourself that in sending 
money and bonds here, they were to be applied as 
set forth in the prospectus ?—By the agreement 
entered into between myself, Mr. Waring, and 
Mr. Gutierrez, of the 17th of March 1870, the 
second section was to be completed on the 31st 
of December 1871, for 930,0002., on condition 
that on the 31st of December 1870 I could prove 
to him that I had 16,000,000 francs in money at 
Paris. When the war broke out I suggested to 
Messrs. Dreyfus, and asked their consent to send 
the obligations over to London, as it would be 
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Mr. Puleston—continued. ie 
impossible to communicate easily with Paris ; 
and more especially as I understood that they 
had 500,000 Z. in hand in London at the time. | 

5356. Did you, directly or indirectly, receive 
any money or personal advantage from the 
issue of this loan?—No; I have received nothing 
in money. 

5357. Orin bonds ?—I received nothing at all 
but my pay. I received no commission of any 
kind whatever. 

5358. Did you in your letter wish to imply, 
that Captain Pim did not pay the 70,000/. which 
he brought over there ?—-I say that there was 
enough money in hand of the French loan to 
make it unnecessary to get any money over from 
London. ) 

5359. (The question was repeated)?—I know 
nothing about it; only as there was French 
money in hand, no English money was required. 
I cannot from personal knowledge state it. 


Chairman. 


5360. Had you any concern whatever, or par- 
ticipation in the transactions that ended in Cap- 
tain Pim being thrown into prison ?—No; all I 
know about it was the letter which I wrote to 
the Minister, and which 1 handed in to the Com- 
mittee just now. 

5361. Did you know that Captain Pim was 
put in prison before you received that letter from 
him ?—I heard it from the secretary of the 
English legation half an hour before. 


Mr. Kirkman Hodgson. 


5362. What was the result of the determina- 
tion of the Government on the whole transaction 
of the 1872 loan with regard to Captain Pim; 
did they approve of Captain Pim’s appointment 
as special commissioner, or did they approve of 
the conduct of Mr. Herran in declining to accept 
Captain Pim?—The Government approved of 
my conduct in repudiating Captain Pim. 

5363. Have you a despatch of the Government 
approving of your conduct?—Yes; I sent a 
translated copy of it to the Chairman of the 
Committee in my second letter; 1 have the ori- 
ginal at Paris. 

Mr. Watkin Williams. 


5364. Have you here the original letter of 
Captain Pim to you, which you spoke of just 
now ?—Yes. 

5365. Is that in the French language ?—No, 
in English (handing it in). : 

5366. This is dated 27th December 1872. 
“ Excellncy, [ have been arrested and lodged in 
this prison, and I have to request your Excel- 
lency to take the proper steps at once to prove 
that I am ‘ Special Commissioner of Honduras,’ 
about which it seems, by the mandat, there is 
some doubt. That an English officer of rank, 
and a gentleman, should not be detained in this 
place a moment longer than necessary will, I am 
sure, commend itself to your Excelleny’s imme- 
diate attention, with a view to effect my imme- 
diate release. Although I have not the honour to 
know your Excellency personally, yet I am sure 
you will move in this matter without delay, if 
only in the interests of Honduras, whose special 
commissioner should not suffer the indignity of 
being detained a moment longer than necessary 
in a common prison. I am, your lixcellency’s 
most obedient servant, Bedford Pim, Special 
Commissioner of Honduras” ?—Yes. 

5367. Do 
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Mr, Puleston. 


5367. Do you know how Captain Pim got to 
be arrested ?—In) consequence: of the protest 
which I had made (I had. not. made any accusa- 
tionagainst Captain Bedford Pim, whom I did 
not know).. I understand: that the Minister of 
Foreign Affairs. applied to the Minister of 
Justice. I have: had no. correspondence’ with 
the police on the: subject. I. lodged a: protest 
with the Minister of Foreign: Affairs, but all I 
said in that protest’ was, that I had received no 
instructions from: my Government with respect 
to the\loan. I made no statement about Captain 
Pim, and as soon as I. received a letter from 
Captain Pim, I went to the English: Ambassador 
in order to get him»released. 


Chairman. 


5368. When did you lodge the protest ?—On 
the 24th of December. 

5369. Have. you a copy of. that.?—Yes; that 
has-been sent to-the Chairman. of this. Com- 
mittee. . 

Mr. Ellice. 


5370, Do you know” the reason of Captain 
Pim having been-arrested ?—Because his: papers 
were not found to. be inorder. 

5371. What papers?—He applied to the 
Minister of Foreign Affairs, and-he was there told 
that they, did not-know in Paris: Seftor Gutierrez. 
The Minister of Foreign Affairs. instructed me 
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to veto the loan, and before. this was done Cap- 
tain Bedford Pim was during three hours being 
asked to show his papers at the Foreign Office ; 
and if the papers had been in order, the loan 
would have been allowed. 

5372. The French Minister of Foreign Affairs, 
you mean ?’—Yes; Comte de Rémusat,. 

5373. Do you know on what specific charge 
Captain Bedford Pim was arrested ?— Because 
the Minister of Foreign Affairs called upon the 
Minister of Justice to make an investigation of 
the matter; I myself had nothine whatever to 
do with it. ji 

5374. It was in connection with the attempted 
issue of anew loan’?—The same day, the 20th of 
December, when the loan was to be emitted. 


Sir Fienry Holland. 


5375. Was the protest sent in after the-loan 
was advertised?—As soon as I saw the pro- 
spectus ; before the publication of it. 

5376. Who showed you the prospéctus?—M. 
de Lorme, who had been instructed to make the 
advertisements:'in connection with it, showed the 
prospectus to the Consul General, and the Con- 
sul General showed it to me, and I instructed 
the Consul General to make an extra judicial 
protest’ to prevent the loan from being pub- 
lished. 


Captain Beprorp Pim, R.., a Member of the House; further Examined. 


Chairman. 


5877. You. have heard the evidence that has 
been given by M. Herran; is there any observa- 
tion which you wish to make to the Committee 
upon it ?—I should wish to repeat my statement, 
that I did pay the 70,2007. and to prove it, if 
you will allow me. May I hand. in this letter 
from: Don’ Carlos’ Gutierrez, with a receipt for 
the 70,2001. ? 

5372. Will you have the goodness to read the 
letter :—“ Cornwall House, Tufnel Park, Lon- 
don, 6th May i875. Dear'Captain Pim,—-I beg 
to forward to you, as you request, a copy with 
which I have been furnished of the receipt which 
was given to’ you by Messrs. Dreyfus, Scheyer 
& Co., dated 31st October 1872, for the 70,2001. 
(seventy thousand two hundred) which you paid 
to them according to contract. I am quite 
aware’ that’ you did pay the sum of 70,2007. 
(seventy thousand two hundred) to Messrs. Drey- 
fus, Scheyer &: Co., and this money’ was duly 
applied by’them forthe purpose of paying the 
No. 8: coupons‘and drawings on the French loan 
coutraected by M. Herran with Messrs: Dreyfus, 
Scheyer, in 1869. My Government have never 
to my knowledee had any transactions with 
Messrs. Dreyfus) Fréres & Co. The firm 
through whom their business has been conducted 
in Paris is that of Dreyfus, Scheyer; and M. 
Herran’s connection with that firm: is clearly 
shown-at pages'24, 25, 26; 27, 28, 29; 30 and 31, 
in the printed’ accounts of the Honduras Loans, 
written’ officially: by Sehor D; Ramon de Silva 
Ferro, Secretary’ of the’ Honduras: Legation, and 
sent: to the Committee’ on Foreign Loans. I 
remain, dear’ Captain Pim, yours very truly, 
Carlos’ Gutierrez, Minister. Plenipotentiary at 
Her Britannic Majesty’s Court.” 

0.64, 


is, 


Chairman—continued. 


5379. There is‘something appended to that ?-— 
Yes, something written in French by Dreyfus, 
Scheyer. 

Mr. Kirkman Hodgson. 

5380. Thisis a translation of it ?—** Received, 
of Captain Bedford Pim, a cheque on the London 
and County Bank, for the sum of 70,2002, the 
sum destined, after being cashed, to the employ- 
ment indicated in the letter which Don Carlos 
Gutierrez addressed to us on the date of the 2nd 
of September last. Paris, 31st October 1872. 
(signed) Dreyfus, Scheyer” ?—Yes. 


Chairman. 


5381. That is a copy ?—That is a copy sent to 
me by Don Carlos Gutierrez. 
_ 6382. Where is the original ?—I suppose Don 
Carlos Gutierrez has it. 

5383. It would not be properly in your pos- 
session, then ?—No. 

5384. How is that ?—Because I was one of 
three trustees. 

Mr: Kirkman. Hodgson. 
5385. Mr. Kerferd was the third trustee ?— 


Mr. Kerferd, Mr. Haslewood, and myself were 
the three trustees. : 


Myr. Ellice. 


5386. Were you aware of the purport of 
Gutierrez’s letter to the bankers, to Messrs. Drey- 
fus & Co., referred to in that receipt?—tit 
was’ a long technical: letter about the way m 
which they were to apply the loan; but I can. 
supply a copy of that letter to the Committee if 
they wish it. I have not a copy of it at this mo- 
ment, but I can get it in a couple of hours. 

HH3 + 5387. Is 


Captain 
B. Pim, R.N,, 
M.P. 


Captain 
Be Pim.n., 
ean 


10 May 
1875. 
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Chairman, 


5387. Is there anything more that you wish to 
say on that particular point ?—No; I wished 
simply to prove that I had paid the money 5 and 
that with regard to that, in common with the rest 
of the money that passed through my hands, I 
never had a single sixpence of the Honduras 
money beyond what I was paid for my Services. , 

5388. Why did you not go to M. Herran 
when you went to Paris for the purpose of this 
loan ?—It is rather a painful thing to say, but I 
was told before I went over there, on no account 
to have anything to do with him, because, in the 
first place he was dissociated by his Government 
from having anything whatever to do with the 
finances of Honduras, and because, in the second 
place, he had behaved very badly indeed in the 
matter of coining this nickel money, and there- 
fore I had better not go near him. 

5389. From what did you receive that infor- 
mation ?—I received it direct from Don Carlos 
Gutierrez. 

5390. Is there anything else that you wish to 
state?—I heard M. Herran state that I was 
arrested kecause I had not complied with the 
forms of the French Government, and that 
question came up in the last meeting of the Com- 
mittee in Mr. Cohen’s evidence ; I wish to show 
the Committee that I had clearly and distinctly 
complied with the regulations of the French Go- 
yernment as you will see by a reference to the 
prospectus; here is the French law upon the 
subject (handing it in). I thought it might 
be useful for the Committee to know something 
about the French law; I came upon it by acci- 
dent the other day. 


Mr. Kirkman Hodgson. 


5391. This is a translation of a paragraph in 
the prospectus: “ Conformably to the law of the 
25th of May 1872, a declaration of the present 
emission was made on the 11th instant at the 
Registration and Stamp Office of the Seine, under 
number 790 bis, of the register of the stamp visa 
of the bonds of rentes and other public effects of 
foreign Governments; in consequence, the bonds 
put out in France will be delivered, provided 
with a French stamp,” and that is signed by 
be Pim, Paris, 15th of December 1872 ?— 

es. 

5392. Thisis your declaration of what has been 
done ?—But a number is given, and a declaration 
of the French Inland Revenue. 

5393. But itis your declaration of what has 
been done?—Yes; and I have the document 
to prove it: then M. Herran also said that I 
had been three hours with the French Minister 
for Foreign Affairs trying to prove my papers ; 
now I never saw the French Minister for Foreign 
Affairs. 

5394. Was any question ever raised to you of 
the power of Don Carlos Gutierrez to give any 
authority ; because, as a general rule, a person 
who holds a delegated power cannot delegate it 
again ?—No, no question was ever raised at all; 
and when M. Herran sent over his son-in-law, M. 
Pelletier, to Brussels, to Don Carlos Gutierrez 
on his behalf, all the documents were shown to 
him, even to the contract itself; I was in Paris 
at the time, but M. Pelletier said he was perfectly 
satisfied with all that Don Carlos Gutierrez had 
told him, and he had no doubt that his father-in- 
law would be quite satisfied also. 


5395. Do you agree with the report that: 
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M. Herran has given of what has taken place 
with regard to his Government approving of his 
conduct and disapproving yours?—To a certain 
extent M. Herran was right. A revolutionary 
Government had succeeded the Government under 
which Don Carlos Gutierrez acted; and while 
writing to me very kindly indeed, they did send 
an official document, of which this (producing it) 
is a notarial copy, in which document they, ina 
sort of way, approve of M. Victor Herran’s con- 
duct, but at the end they state this: “ Minister 
Don Victor Herran is temporarily suspended from 
his functions as Diplomatic Representative of 
Honduras in Paris, in order that he may seek 
before the tribunals of justice the vindication of 
the imputation made against him in his character 
as Minister of this Republic.” That is under date 
the 1st of May 1873. 

5396. I suppose this is the document to which 
M. Herran referred?—This is a copy of the 
original supplied to me by Don Carlos (sutierrez 
for the purposes of the trial, which lasted a year 
in Paris. 

Sir Henry James. 

5397. Did Don Carlos Gutierrez continue to 
serve under the revolutionary Government ?— 
Yes; he has been Minister for 14 years here under 
all the Governments; and having known by repute 
that he was Minister, I believed perfectly that 
his power to appoint me was ample ; and I only 
joined the Honduras service for the purpose of 
assisting to push through the transit, and for no 
other purpose whatever. 


Mr. Kirkman Hodgson. 


5398. How many Governments were there in 
those 14 years of which you have spoken ?—Well, 
there is a revolution in Central America about 
once a year. 


Sir Henry Holland. 


5399. If you remember, in Sehor Gutierrez’s 
letter to you, he says, “ In virtue of the powers 
conferred upon me by the Honduras Govern- 
ment, of which you have a full knowledge,” but 
I understand that you took that from the state- 
ment of Sefor Gutierrez ?—Yes. 

5409. You had no reason to doubt his state- 
ment as to his powers ?—Not the least. 

5401. You did not see any written statement 
of his powers ?—No. 

5402. By whom were your papers examined in 
Paris first 7—By nobody; not asoul. I mentioned 
in the circular which I sent to my constituency, 
explanatory of my proceedings there, that the 
Emperor Napoleon was very kind to me when I 
was trying to push through the Nicaraguan 


transit some years before, and through his im- 


mediate instrumentality I was introduced to some 
of the best capitalists in France, and that was 

the reason why I went over to see these men. 
5403. Before arresting you, did they ask to 
see your papers ?—I was hustled into a cab, and 
had no time to do anything. 
5404. There is no foundation, then, for the 
statement that you were three hours haying your 

papers examined ?—It is perfectly untrue. 
5405. Have you anything to add to that which 
you stated when you were last examined: “ M 
Herran, the Minister Plenipotentiary of Hondu- 
ras in Paris, and M. Pelletier, his son-in-law, 
through the bankers, 
& Co., said that they would not agree to Se 
oan 


Messrs. Dreyfus, Scheyer | 
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Sir Henry Holland—continued. 


Joan being launched unless I took care that 
they had, the one 40,000/. and the other 16,0001. ;” 
that has been denied ?—I repeat it most empha- 
tically; but I am advised by counsel not to say 
more on the matter, because directly M. Herran 
is destituted, or deprived of his position (which 
we have official information from Honduras will 
be the case very shortly, a commissioner coming 
over now), then I have my remedy at law against 
him in Paris. : 
Mr. Puleston. 


5406. With whom was the loan, which failed 
in Paris in 1872, contracted ?—Messrs. Dreyfus, 
Schayer were very active indeed in assisting 
in the loan. 

5407. In some of these papers, I think, I saw 
the name of Kerferd?—The contractor was Mr. 
Kerferd. 

5408. He made the arrangements with Messrs. 
Dreyfus, Schayer ?—Yes. 


5409. Did the French Government give you 


| permission to issue the loan, did you say? The 


usual forms were gone through, as you will see 


- by a reference to the prospectus, and a regular 


certificate given. 


Mr. Whitbread. 
5410. You heard the letter read just now 
which was put in by M. Herran, purporting to 
come from yourself when arrested, and asking 


Mr. SamureL HERMAN 


Sir Henry James. 


5414. I Be11EVE you have handed in a state- 
ment from the Stock Exchange ?—Yes. 

5415. With the authority of the Committee of 
the Stock Exchange ?—Yes. 

5416. It is by the authority of the whole com- 
mittee, is it ?—Yes; it states so; I think. 

5417. That statement is as follows: “ Memo- 
randum of the Committee of the Stock Exchange 
on the subject of dealings before allotment. The 
Committee of the Stock Exchange are desirous 
of expressing their opinion on a practical point of 
great importance, which has been frequently re- 
ferred to during the inquiry before the Select 
Committee on Foreign Loans, namely, the prohi- 
bition of bargains before allotment. The subject 
is not new to the Committee, for in 1864 they 
were so strongly impressed by the objectionable 
devices resorted to by directors and others for 
floating joint stock companies, that they refused 
» to recognise bargains in shares made before allot- 
ment. ‘The restriction, however, broke down in 
1865 under the pressure and persistent determi- 
nation of the public to enter into such transac- 
tions. The whole question is beset with practical 
difficulty, owing to the impossibility of diserimi- 
nating between bargains of a legitimate character 
and those entered into for the purpose of ‘making 
a market,’ but it is still further complicated by 
the circumstance that, immediately upon the issue 
of the prospectus, foreign loans give rise to 
numerous dealings on the various exchanges, not 
only here, but on the Continent. The Com- 


mittee, therefore, much as they reprobate the 

exceptional practices which have been disclosed 

in connection with the issue of some recent loans, 

do not feel justified in adopting a prohibitory rule 

as has been suggested. The great French In- 
0.64. 
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Mr. Whitbread—continued. 


him to use his good offices to get you released ; 
do you admit that letter ?—I wrote in the prison 
under great difficulties; but I sent it to my 
bankers, Messrs. Rothschild, with instructions to 
them to copy it before it went on, not feeling 
that it was particularly safe in the hands of M. 
Herran; I have got the copy which was made by 
my bankers (handing it in); I do not know 
whether it is exactly the same. 

5411. You admit the general purport of the 
letter? — Yes; I was not allowed to see the 
mandat, but the judge, M. Matthieu Devienne, 
told me on the following day that I was arrested 
because M. Herran had stated that I was not 
Special Commissioner for Honduras, and that 
my intention was to swindle the French nation 
out of two millions sterling. 


Chairman. 


5412. You wished to explain that there was a 
mistake in the newspapers in giving the name of 
Dreyfus Fréres?—I did not intend sayiny a 
word as to that, because it is explained in the 
letter. I have read; nobody could know better 
than M. Herran that it was Messrs. Dreyfus- 
Schayer that I meant, even supposing that 
Dreyfus Fréres was not a palpable mistake. 

5413. Have you anything else you wish to 
say ?—No. 


DE ZOETE ; re-called. 


Sir Henry James—continu ed. 


demnity Loan may be cited as an apt illustration 
of the inexpediency and inefficacy of interference. 
It is notorious that almost every house of stand- 
ing throughout Europe was interested in it, and 
that dealings on an enormous scale took place 
immediately upon its announcement ; and it may 
be asked what conceivable restrictions or penalties 
could have prevented these dealings either here 
or abroad. It cannot be denied that they con- 
tributed to inspire confidence and to insure the 
ultimate success of the loan, and no one can 
measure the consequences that might have ensued 
had the operation collapsed under a general prohi- 
bition of, bargains before allotment. Influenced 
by these considerations, the Committee likewise 
deprecate any legislative action in the direction 
referred to. It is their conviction, based upon 
long practical experience, that the possible ad- 
vantage which some persons may expect from 
restrictions or penalties imposed as a remedy for 
particular abuses, is more than counterbalanced 
by the positive mischief arising from the disturb- 
ance and obstruction of that free current of 
business which isso essential to the ready con- 


vertibility of securities, and is the very life blood ~ 


of the public market. The committee, moreover, 
venture respectfully to submit to the Select 
Committee, that the most effectual check to mal- 

racticés initiated and planned outside the walls 
of the Stock Exchange, is to simplify the present 
cumbrous and costly system of civil and criminal 
procedure, and thus to afford the ready means of 
bringing wrong-doers within the reach of the law, 
and not to restrict (even though it may be for a 
few days only) that liberty of contract which 
prevails in all business transactions in all coun- 
tries ” ?—Yes. 


HH 4 5418, Supposing 
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Chairman. 


5418. Supposing that a law of this kind was 
passed, that as soon as ever a prospectus was 
issued, the persons issuing it should be ready to 
sell stock to all comers at the price mentioned, 
so as to have no interval between the issue of 
the prospectus and the allotment, what would be 
the objection to such a plan as that ; that, in fact, 
they should open their shop at once as soon as 
they advertise their goods, and sell to anybody 
who comes and who makes the required deposit ? 
—J do not know that it would be necessary to 
have a law for that; I suppose anybody’ could 
sell who chooses to do so. 

5419. What would be the objection to such 
a proceeding as that?—I do not know any par- 
ticular objection to it. 

5420. It would put an end, would it not, to 
these evils of selling before allotment, because 
in that sense it would be an allotment upon 
sale ?—That may be very true; but I do not 
know that it would alter the case at all. Be- 
sides it is contrary to the practice which has 
prevailed, and I apprehend that the object is to get 
the logn out if they possibly can; you must take 
good loans and bad loans, it is impossible to dis- 
criminate them. 

5421. No other objection, at the moment, oc- 
curs to you than that one ?— No; it seems to me 


- to be a course that might involve practical in- 


convenience. The thing is to place the loan. 
The Russian Government, we will suppose, 
wishes to place a loan, and it apples to a com- 
petent contractor, or a house of respectable stand- 
ing, and as the result the joan is placed, and it 
is very difficult to say how you are to draw the 
line; nor do I see how the thing would operate ; 
it might end in the loan not being subscribed. 

5422. Do you think that would be a necessary 
evil; supposing the Honduras Loan, for in- 
stance, had perished in its birth ?—If you take 
that particular case, then I would say that it was 
not necessarily an evil; but if you take other 
loans, the great generality of loans, it is quite 
clear that those loans are a source of great use 
and advantage to the public in every way. 
There may be exceptions, but, as a rule, one 
would take it that foreign loans area very great 
advantage to the public. 

5423. What would prevent a good loan from 
succeeding under a system where everybody who 
wanted would go up and buy as much as he 
wanted immediately on the issue of the pro- 
spectus ?-—They can do that now. 

5424. In this sense, they cannot do that till the 
allotment, they do not know how much will be 
given them. Supposing we had it at once, pro- 
spectus and an allotment following automatically 
upon the purchases, what would preventagood loan 
succeeding in that case ?—I do not know that it 
would prevent it. We have sometimes had cases 
where the Colonial Governments have said, 
“ there is such and such stock to be sold,” and I 
believe the English Government has sometimes 
said, “ the books will be open to a certain time,” 
and there ig a tremendous scramble. If itis a 
large loan it may ot may not be taken; but if 
it is a small loan the loan is taken up in a quar- 
ter of an hour, and nobody knows anything 
about it. 

5425. Nobody is injured by that, I suppose ? 
—I do not know that there is any particular in- 
jury done, but I can conceive that, in certain 


° 
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Chairman—continued. 


circumstances, it might interfere with the suc- 
cess of the loan. . i 


5426. We agree that the mischief is done be- 4- 


tween advertisement and allotment; if you an- 
nihilate that interval therefore you get rid of 
the mischief, do. you not ?—I do notsee that that 
is necessarily the case. 


In all these loans the | 


| 


\@ 


mischief seems to have been in the investment or | 


buying of the public after allotment. 
5427. Are not the means taken, in order to 


get the public to buy, concocted between the ‘| 
advertisement and the allotment; these syndi- | 
cates and the sellings at a lower price, as when 


the thing is put before the public at 80 and sold 
to a syndicate at 64; that is done between ad- 
vertisement and allotment?—That was done 
long before the advertisement; these arrange- 
ments for a syndicate would necessarily have 
taken place before the advertisement altogether. 


Sir Henry James. 


5428. I see you say in this memorandum, 
* The subject,” that is the prohibition of bar- 
gains before allotment, “is not new to the Com- 


mittee, for in 1864 they were so strongly im- | 
pressed by the objectionable devices resorted to © 


by directors and others for floating joint stock © 


companies, that they refused to recognise bar- | 


gains in shares made before allotment ?”—Yes. 


5429. Was there any rule of the Stock Ex- 


change Committee on that point?— We had 
passed a rule. 


5430. Will you read it?—It does not exist; | 


it broke down; I have not got it with me now. 


5431. Have you no record of that rule?— | 


Certainly ; but not here. 


5432. Could you furnish that ?-—-I could send 4 


you a copy of it. 
5433. What was the effect of it?—The effect 


of it was that it was a very great impediment to | 


business. 


5434. The effect of the terms of the rule, I | 
mean the purport of it?—The purport of it was _ 
that with respect to a settlement (it was some- | 
thing in this shape), it is excepted from the — 


settlement all bargains which had been made 
previous to allotment; that is a rule of a very — 
exceptional character, of course; it is contrary 
to the general principles of the House. 


5435. What caused you to pass that rule ?— | 
Because, as I said in that memorandum, we were | 


“ strongly impressed by the objectionable devices | 


resorted to by. directors and others.” 


5436. Dic you pass that rule as a corrective _ 
for these objectionable -practices?—We thought | 
it might be a corrective. \ 


5437. You seem to have altered that rule 


} 


“under the pressure and persistent determina 
tion of the public to enter into.such transactions?” _ 


— Yes. | 


5438. They went on purchasing before allot- 


ment ?—They went on purchasing and selling ; _ 
it was a period of ‘great excitement, and there _ 


were enormous transactions. 

5439. Why did you recognise those dealings? 
——It was impossible to do otherwise. 

5440. Will you explain that; do you mean 
impossible for the benefit of the public ?—The 
rule was passed, and in consequence of the great 
obstruction to business of one kind or another ; 
the very parties who had been urgent for getting © 


the rule passed, came and said, “ We cannot get 
: on, 


: 
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on, the public are dealing and will deal, and we 
cannot refuse the orders.” 

5441. Therefore you recognise the dealings ? 
—We were obliged to do it ; and independently 
of that it was evident that it was very difficult to 
except from the operation of the general law 
any particular bargains on the Stock Exchange. 

5442. You left the evils which you strove to 
touch in 1864 untouched ?—I think you will find 
that the rules of our Committee, which have been 
furnished to the Select Committee, make a dis- 
tinction between the settlement rule on loans, 
and a settlement quotation in respect of com- 
panies. 

5443. I am speaking of the evils which you 
tried to cure in 1864 in respect to joint stock 
companies by the rule then passed; when you 
abrogated the rule you left those evils un- 
touched ?—No; we have made the provision of 
our rules more stringent in respect of companies, 
no doubt, than in respect of loans. 

5444, But in respect of dealings before allot- 


~ ment, you have not touched the evil ?—No, that 


we have not done. 

5445. It was in 1865 that the restriction broke 
down ?—Yes. 

5446. The panic took place in 1866 ?—Yes. 

5447. And Leeman’s Act was passed in 1866, 
was it not ?—In 1867. 

5448. Did the Stock Exchange take any steps 
to oppose Leeman’s Act; did they enter a pro- 
test ?>—Yes, we did. 

5449, Have you got that ?—Yes; we drew up 
that memorandum (handing it in), and we pre- 
sented that to the Board of Trade, I think when 
Sir Stafford Northcote was President, and we 
went in a deputation to Sir Stafford Northcote. 

5450. I see it is dated the 4th of March 1867 ; 
I do not know whether it is necessary to read it? 


’ It bears very much on the present question. 


‘ 


5451. Itis a protest dated 4th March 1867, 
by the Stock Exchange Committee, against Mr. 
Leeman’s Bill. It says, “The Bill now before 
Parliament ‘ to amend the Law in respect of the 
Sale and Purchase of Shares in Joint Stock 
Banking Companies’ will, if passed, introduce 
into the dealings in bank shares regulations so 
entirely at variance with sound principle, and 
with the rules which have been long in force on 
the Stock Exchange, that the Committee for 
General Purposes feels it necessary to state their 
objections. Those rules are framed for the con- 
venience of the public, their object being to secure 
the prompt and punctual fulfilment of the multi- 
farious and important monetary transactions which 
centre in the Stock Exchange. They are, there- 
fore, general in application, and are based upon 
the clear, well-recognised principle that'an open 
and unrestricted market is best both for buyer 
and seller, and that complete freedom of dealing 
tends to maintain the convertibility of all securi- 
ties whatever. The exceptional events of last 
year are now made the pretext for restrictive 
legislation, with a view to afford special protec- 
tion to bank shares. The Committee consider 
that the strongest proof that the rules of the 
Stock Exchange are fully adequate to meet the 
requirements of the public, under the most diffi- 
cult circumstances, is to be found in the fact that 
at the height of the panic, notwithstanding the 
almost daily occurrence of unprecedented disasters, 
the holders of shares, even in the companies most 
pe could always realise his property to meet 
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an emergency, a result that would have been 
rendered impossible by the restrictive regula- 
tions now proposed ;” that is the holder of shares 
which must have been registered; but we were 
dealing with sales of a person who had not got 
those shares ?—Certainly, it does not apply to 
the particular case, but the general principle 
does. 

5452. “Moreover, the same laws of supply 
and demand must apply to bank shares, even if 
protected, as to all other securities negotiable in 
the open market, their price being mainly regu- 
lated by the greater or less amount of stock or 
shares actually taken or delivered by the public. 
But the power of purchase and sale being dimi- 
nished by the Bill, the law of supply and demand 
will operate with greater intensity, and the 
variation in price, and the consequent loss to the 
public, will be.much aggravated. If it be urged 
that bank shares are peculiarly susceptible, the 
committee recognise in such susceptibility a 
reason for the exerzise of special caution on the 
part of those who have the employment of the 
large funds entrusted to their charge, but cer- 
tainly no reason either for an alteration in the 
rules of the Stock Exchange or for legislative 
interference, still less for the revival of obnoxious 
and obsolete penalties.” Then you say, “In 
practice the Bill is calculated to occasion the 
most mischievous consequences and the most 
serious impediments to legitimate business. To 
note a few instances: Have the promoters of the 
Bill considered the disastrous effect upon a bank 
during a period of uneasiness or panic, when it 
should become known, in cases where there are 
no numbers to shares and names have to be dis- 
closed, that a director or other influential person 
was a seller? A person could not sell his bank 
shares who, owing to absence from home or other 
causes, might be without access to his certificates 
and unable to supply their distinguishing num- 
bers; and the transmission of orders by telegraph 
from the country and the Continent would be 
rendered impracticable. Litigation would be 
promoted, for in case of non-delivery of shares 
bought from a specified person, or with distin- 
guishing numbers, the buyer would lose the 
speedy and inexpensive redress of buying in, 
afforded by the rules of the Stock Exchange, 
and would be driven to the Court of Chancery 
to enforce specific performance. A holder having 
sold his shares, and changing his mind before 
delivery, could not re-purchase them without 
doubling his liability under the Joint Stock Bank 
Acts. The whole subject was brought before 
the committee last year, when the time allowed 
for the delivery of shares was reduced from ten 
days to seven, the committee feeling that the 


rule which enables the purchaser to complete his. 


contract by buying in the undelivered shares, 
without regard to price, and at the expense of the 
seller, is a far more stringent and effectual 
check to speculative sales than any restriction or 
penalty that could be devised, ‘The committee 
adhere to this opinion, and consider that the 
restrictions imposed by the Bill would either 
interfere with the freedom of the market to such 
an extent as to destroy the ready convertibility 
of bank shares; or would (as in the case of 
Sir J. Barnard’s Act) be altogether disregarded : 
and further, that any exceptional legislation for 
the purpose of prescribing the manner in which 
contracts in bank shares shall be carried out is 

unnecessary 
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That Act of 


unnecessary and inexpedient.” 


Mr. Leeman made the seller give the numbers . 


of his shares ?—Yes. . 

5453. And you say there it would be dis- 
regarded, and I believe it has been disregarded 
on the Stock Exchange ?—I think it has been 
disregarded very generally. The fact is, if you 
ask for numbers, or if you say that you wish to 
deal with numbers, of course you must declare 
yourself a buyer or a seller, --) : 

5454. Supposing that, in’ ordinary times, that 
could not be carried into effect, do not you think 
that it would be useful in times of panic ?—I 
think the reverse. I think it always operates to 
the detriment of bank shares. “Jt does not pre- 
vent a man offering 200 shares 2/. below the 
price. Is it not much better that the buyer 
should be able to say, “ I will take those shares”? 

5455. Why should not the seller give the 
numbers of the shares if he sells 200?—I am 
speaking of a person who ‘has not the numbers, 
and offers them at a certain price. 

5456. You mean a person who has not the 
shares to séll ?—We will assume. so. 

5457. That is a mere speculative transaction ? 
—Is it not better to. correct that by enabling a 
buyer to take those shares ? 

5458. Do you uot think that there is a ten- 
dency in it to injure the bank; if persons con- 
tinue to sell the shares, do not the public lose 
confidence in the bank ?—No, I think not. It 
was put, I think, when I was under examination 
before, that the banks were ruined by the “ bear- 
ing” of the shares. Now really that is not the 
case, I think the effect has been mistaken for 
the cause. ‘There were sales and there were 
purchases; there were large bond fide transac- 
tions; we knew perfectly well at that time when 
it was a matter of great public interest, and we 
had a long discussion in the committee, that the 
great supply of shares was from bond fide holders ; 


of course, there were bears and bulls, as there 


are sure to be on all occasions; only it was not 
the “bearing” of the shares that ruined the 
banks; the fact is, that not a single-one of those 
banks or companies failed that was in a con- 
dition to turn about their funds. 3 

5459. Do you put to the Committee that the 
fact of persons selling shares in a bank to a large 
extent, not having those shares, and, as you say, 
2 J. below the price, does. not interfere with the 
confidence of the public?—Directly a fall takes 
place in the market, it is clear there is ground 
for a suspicion at once. 

‘5460. Do you not think there is more likely 
to be a fall if there are dealings by speculative 
persons without shares than if the dealings are 
only by persons who bond fide hold those shares ? 
—It is possible that might be, but then you 
destroy the power of buying at the same time. 

5461. No; why should not the person buy the 
commodity, namely, the shares ?—'The Bull points 
to this; a man says, “ I want to sell shares,” and 
supposing a man says, “I will take those,” he 
must find them and deliver them; that produces 
a buyer, and you get the stay that the market 
wants; directly a man has sold that which he 
has not got he must buy, because he has to 
deliver the shares, if he is ruined in conse- 

uence. 

5462. Do I rightly understand you to think 
that no legislation and no action of the Stock 
Exchange committee can alter the existing state 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


Sir Henry James—continued. 


of things?—I am very much afraid it cannot; I 
think it is an evil which must cure itself; I do 
not believe you can do anything to protect the 
public in respect of that. Sometimes the public 
will take anything, and sometimes nothing; but 


if they take that which is bad, who is to cure’ 


that ? 

5463. No physician can be called in, you think? 
—I really do not see what can be done; it isa 
bitter experience, but I really believe there is 
nothing but that bitter experience which will 
cure those things. There are some times when 
the public will always buy everything, and it is 
just the reverse at other times. 

5464. You tell us in your memorandum that 
you think there should be something done “ to 
simplify the present cumbrous and costly system 
of civil and criminal procedure.” Do you mean 
that it is to be made less costly, or that the law 
should be altered ?—That is not a matter I know 
much about., There is a case in which the Stock 
Exchange, or certain persons in the Stock Hx- 
change, have been engaged in respect of: 

5465. I think we had better not go into crimi- 
nal proceedings that are going on against any- 
body; but I wish to know whether you are sug- 
gesting that the mere cost of the proceedings 
should be lessened, and that as the only thing, or 
that the law should be altered ?—I apprehend if 
it is a case of fraudulent misrepresentation, that 
would be a matter which the law would interfere 
with; well, he may be wrong in thinking that 
the system is cumbrous and costly, though I am 


_afraid that there is a great deal of experience 


which shows that it is cumbrous and costly, but 
at the same time, I think if there is anything 
wanting in the law to afford redress in respect of 
misrepresentation of facts or statements, or what- 
ever they may be, it would be a very good remedy 
if that want were supplied; you will observe 
that in our paper we dwell upon this, that all 
these matters are outside the House; we really 
are at a loss to see how we can apply any remedy ; 
and also we certainly do deprecate legislative 
interference in the direction referred to, for a 
very much stronger reason, because it does much 
more seriously interfere with the general current 
of business. 

5466. Of the Stock Exchange ?—Not of the 
Stock Exchange, excuse me, but of public busi- 
ness. 

5467. It is all carried on through the Stock 
Exchange ?—Yes, quite so. 

5468. Do I rightly understand, that all you can 
suggest to us as a remedy is, that we shall make 
the civil and criminal procedure of the country 
somewhat cheaper ?—I think if it were made 
cheaper and easier it would be a very great 
benefit. ? 

5469. Made easier, do you mean, for the public 
to put it in force ?—Yes. 

5470. Do you think that that greater facility 
of procedure would have stopped any of the evils 
that you seem to admit do exist?—Probably not ; 
but I am only pointing to such cases as might 
occur; for instance, with respect to statements'in 
prospectuses, if there is any misrepresentations. 

5471. That is the only thing that can come 
from the Stock Exchange committee by way of 
suggestion, is it ?—No doubt, the Stock Exchange 
committee will feel it incumbent upon them to look | 
to their law of settlement to see whether anything © 
can be done, after this inquiry is closed, to im- 

prove 
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prove the law; but as regards any regulation in 
the way of restriction, 1 apprehend we should 
feel that to be so entirely opposed to the general 
principles under which the business of the public 
is conducted, that we should fail. 


Mr. Kirkman-Hodgson. 


5472. Does it not appear to you that the evi- 
dence which we have had before this Committee 
shows perfectly that the present rules of the 
Stock Exchange are of no value at all ?—I should 
rather think not; it is a very broad assertion ; 
we do our best. There is no doubt it is very 
often said that the Committee of the Stock Ex- 
change can do nothing, and that their rules are 
worth nothing; I should rather think not. We 
certainly get a good deal of abuse, and not much 
thanks, and yet we do work very hard; I sup- 
pose our committee sits on an average three days 
a week. 

5473. I have not the slightest doubt of the 
disinterestedness and the honour of the Com- 
mittee of the Stock Exchange, and the amount 
of work they do; but as regards anything in the 
shape of a warning to the public, or an endorse- 
ment of the goodness of the undertaking, does it 
not appear to you that the present rules are of no 
use whatever ?—Because they were never meant 
to give that endorsement. 

5474, Would it not be better to abandon them 
altogether if you cannot improve them ?—I should 
rather say that the operation of our rules, in some 
way or another, has been found of advantage, 
and I took the liberty, when I was last examined, 
of handing in a Paper (I was not here officially 
then) in respect to cases in which the interven- 
tion of the committee had been of very great 
use to bondholders; and I take it that the quo- 
‘tation rule and the settlement rule together do 
act materially for the protection of the public, 
that is to say, in respect of the fulfilment of the 
contracts on the part of Governments. We very 
often find (unfortunately it is too frequently the 
case) that Governments fall into defaults or into 
difficulties, or if they are not in default or in 
difficulties, at the same time they are before the 
public as contractors, and certainly we constantly 
have cases occurring (and I gave a list of those 
cases) in which the public have resorted to our 
committee for the purpose of enforcing our rule 
that we should withhold a quotation ; because that 
is really the practice, until certain conditions 
affecting former loans had been fulfilled. In 
that respect, I think that the action of the Com- 
mittee of the Stock Exchange is a very great 
advantage to the public ; that, of course, is not 
a position which we have sought, because our 
primary and legitimate functions are only to do 
the business which comes into the Stock Ex- 
change ; and in respect of the manipulation of 
that business, that is to say, the arrangements 
made for the conducting of it, I consider that 
there is no business done of such an enormous 
amount with so great facility ; but then as re- 
gards that particular point with respect to the 
advantage that the action of the Committee of 
the Stock Exchange may be, I do consider it 
has been found of advantage; of course if, in 
consequence of all that has taken place, you say 
that it would be as well that we should have no 
rules at all, and we should only look to the carry- 
ing out of the bargains, let it be so; we should 
be erg glad to be relieved of those particular 
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functions. We have not sought them, but rather 
the public has found that our rules afforded them 
a very strong engine of pressure upon defaulting 
States, or States in difficulties, and in that way 
they have been found of great advantage to 
them. 

5475. You will agree with me, will you not, 
that the granting of a quotation of the Stock 
Exchange does give the public a great idea of 
security ?—No, in no way whatever ; the quota- 
tion is merely a record, which I think is a 
necessary consequence of business, a record of 
business done; that is what a quotation is; but 
it has been used by bondholders as an engine of 
pressure in respect of defaulting States. 

5476. But do not you consider that out of doors 
it is believed some sort of examination takes place 
by you, as to the truth of the statements which 
are put forward in the declarations which you 
require ?—To a certain extent we examine the 
powers, and I think you yourself would know 
that we have examined powers, and have some- 
times taken exceptions to powers where we have 
considered that they are not sufficient, or that they 
do not appear to us primd facie regular. I cannot 
putastronger case than that of the Peruvian Loan; 
there was the Peruvian Loan of 35 or 36 millions ; 
we passed 15 millions, because there was legisla- 
tive sanction for it: we threw over 21 or 22 
millions, because it was under an authority which 
we did not consider to be sufficient. You cannot 
have a stronger case; we had two authorities 
which were said to be sufficient ; and we said 
“ No; if it is necessary to have legislative sanction 
in one case we will have it in both cases.” In one 
it was the decree of the President only; we 
rejected the whole of that loan, but we stuck to 
the 15 millions, and passed that, because the 
powers seemed to be correct, while we threw 
over the other portion. 

5477. You can recommend no improvement on 
the present system ?—There may be an improve- 
ment possible in minor details; but, asa matter of 
principle, I think restrictions would not do any 

ood. 

5478. It seems to me (I say it with all defer- 
ence to the Committee of the Stock Exchange) 
that your objections go rather to the fact that 
any change in the management would stop the 
amount of business on the Stock Exchange, and 
you talk of that as almost a matter of necessity ? 
—No, I think it is not so. Itis very easy to sug- 
gest that a certain thing is the real business of 
the Stock Exchange, and the only business of 
the Stock Exchange. We have to think wider ; 
we are the servants of the public, and we under- 
take (and I think we succeed) the carrying out 
of that business; all the monetary business of 


the country is centred there, and, practically, we © 


manage to do that, with the assistance of bankers 
and merchants, and others. Somehow we do 
manage by our system to carry on our business 
ina manner not paralleled by any branch of 
business in the country; but, at the same time, 
we have to look to the public, and I think we 
may be considered to be sufficiently public 
spirited to know that the public are dealing, and 
that we are bound to carry out their interests ; 
and if we see there is anything that will inter- 
fere with the business of the country, to feel it 
is incumbent upon us to express our opinion, as 
we have done here. 
5479. Do not you think that you might make 
Tl2+ such 
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such an improvement as this: that a declaration 
fromthe contractor for the loan, that'the country 
issuing the loan is not interested in any portion 
that remains over, has not bought back heavily ; 
in fact, has bought back nothing ?—I should ‘be 
sorry to give an opinicn upon those points, be- 
cause they require a good deal of consideration. 

5480. Something of that’ sort’ might’ be’ done, 
might it not ?—It is quite possible that, uponeon- 
sideration, we might find that the rules might be 
improved. ; 

0481. You have done it in the one case; you 
have made more stringent’ rules for shares’ in 
companies than for loans ?—Yes; then, on the 
other hand, you have always to: consider this ; 
the more restrictions you impose the more’ you 
relieve contractors and others from the:respon- 
sibility which fairly attaches to them’ in respect 
of the loans which they bring out. 


5482. What really is that responsibility ?— 


The same responsibility that. the: Committee’ of 


the Stock Exchange have, in looking to the bona’ 


Sides of the loan if they possibly can: We look 
simply to the powers, and we apprehend that: the 
contractors come to us haying examined those 
powers, and of course we trust a great deal: to 
them; at the same time you will see thatiit isa 
serious matter, and we do our best to see how'far 
those-powers are correct; when we have ascer= 
tained that, we have nothing’ more to do with 
it; if people choose to buy or sell a loan; what 
is that to us? 

5483. You have nothing to suggest, in fact? 
—Except on minor matier of detail; I do not 
think we should feel disposed: to go:contrary” to 
the prevailing principle of the Stock Exchange, 
that a bargain isa bargain, that it is sacred; and: 
must be fulfilled. 


Sir Charles Russell. 


5484. I see by the Memorandum of the Stock 
Exchange Committee, that supposing we should 
succeed in simplifying the mode of civil and 
criminal procedure, that would be simply in the 
way of cure, not of prevention ?—No; I appre- 
hend it wonld act more as a prevention ; it would 
be a prevention against any misrepresentation; a 
cure it might be also. If there is any error of 
that kizd committed let it be cured, and let it be 
punished. 

5485. Would you not consider that if we could 
in any way check the avenues to criminal proce- 
dure, we should be doing a benefit. I presume 
we may take it, that fraudulent transactions are 
the avenues to criminal procedure ; and I presume 
that if the Committee should in any degree 
succeed in diminishing the facilities for these 
fraudulent transactions, we should be aiding your 
committee quite as much as we should be aiding 
the public?—No doubt about it. You would be 
aiding the public, of course. 

5486. And your committee ?—And ‘our com- 
mittee also. 

Mr. Edward Stanhope. 


5487. What precise aim) and object as your 
committee in framing its rules ?—QOur rules'gene- 
rally are'made for the conduct’ of the business of 
the Stock Exchange, and‘ through: the Stock Ex- 
change; that is, the members of the Stock Ex- 
change represented by brokers, 

5488. Do you consider that you are’ the’ser- 
vants of the public in framing the rules?—Un- 
questionably we do. 
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5489. Do you think: that you have acted’ on: 
the principle that they are framed for the benefit 
of the public ?—No doubt of that. 

5490. And for the protection of the public? — 
I do not know about that. We do not profess to 
protect the public; we cannot; business is busi- 
ness; the purchase or sale of stock or shares is 
simply a purchase or sale to be carried out, but 
we cannot protect a man against the consequences 
of that purchase or sale. 

5491. How do you benefit the public ?—By 
affording a convertible market, an immense mar# 
ket, in which they can always buy’ or sell the’ 
security they want to dispose of. . 

5492. And you think, as the servants of the: 
public, that is the only duty you have ?—I do’ 
not know that’ we'can do more. Everybody’ 
knows that the rules are framed on general prin= 
ciples, and they are published; everybody knows: 


what they are, and.what is the object of those® 


rules. How can we guarantee the public as to 
whether stock is to go up or go down? 


Mr: Ellice. 


5493. Take the case of a buyer second-hand’ 
of a share of a loan issued 10 the public on 
illusory representations, and’ which consequently 
turns out to be perfectly worthless. Against 
whom has such a buyer his legal remedy for any” 
fraud that may have been committed on the 
issue of the loan ?—There is no remedy at all; 
I bought a bad thing; that is what it comes to: 
A man has bought 10,000 7. worth of stock in the 
market, which turns out to be worthless; he has 
bought a bad thing; that is all! 

5494, The stock in the case I put; has been 
issued on fraudulent misrepresentations ; the 
buyer must have his remedy against somebody, 
I presume ?—If a man applies for the stock ‘it 
may be that there is a remedy, but then that is 
not my business; but if I buy of you on the 
market our bargain stands; there is no remedy’ 
at all; my bargain is perfectly good as between 
you and me:; there may have been fraud behind, 
but I do not know who has committed the fraud’; 
you have not deceived me; you have only sold’ 
me certain Honduras bonds; I have no remedy 
against you. 

5495, Then I understand from you that, if I’ 
buy a bond that has been issued on fraudulent 
misrepresentations originally, I haye no remedy 
against anybody ?—We have a rule against 
fraudulent bargains, that is if there is bad faith; 
in the other case there is no remedy. 


Sir Henry Holland. 


5496. Do I rightly understand that the Com= 
mittee of the Stock Exchange are unanimous on 
the subject of this Memorandum ?—I will not say’ 
unanimous, but certainly when carried it was 
nem. diss. There have been discussions’ and’ 
divisions ; but eventually it was done nem. diss. 

5497. Am I right in saying that:the public: 
have no right to assume: anything from the fact 
that a quotation is granted on! the: Stock Hx- 
change except this, thatthe foreign Govern- 
ment have authorised the loan, and that as far 
as you, the Stock Exchange Committee, can see 
from the papers put before you, there is nothing: 
fraudulent and no misrepresentation; that is all) 
that the public have a right to expect, is it not? 


—Yes. Of course if there is anything: wrong 
that 


Sir Henry Holland—continued. 
that is patent, we should immediately take it 


5498. The public have no right, according to 


your view, to expect anything more than that as 


the effect of the quotation ?—No, any more than 
they have in respect of a contractor. 

5499. I understand that the evidence before 
us is, that it is difficult and almost impossible, 
with reference to business, to refuse to recognise 


‘bargains made before allotment; although there 


is an evil arising from it, you do not see your way 
to stop that?—Just so; I think the cure would 
be a greater evil than the mischief itself. 

5500. Have you considered whether there- 
would be any objection to passing a rule that no 
bargains above par, made before allotment, 
should be recognised; that, has been suggested 
to me by a person conversant with business ?—I 
do not think that would work at all. Let me put 
a case which is very frequent; look at the French 
loan or the last Turkish loan; if you take the 
French loan, you would hardly conceive the 
amount of dealing in French stock; supposing a 
man wants to buy 50,0002. stock, and wants to 
be sure of it, he would not be able to get it, be- 
cause it would not be worth anybody’s while to 
sell it at par, if we restricted a man from dealing 
in it as suggested. 

5501. As to the suggestion made by the 
Chairman about issuing the prospectus, and sell- 
ing at once, it would still even in that case be 
open to a syndicate or a firm to buy up the whole 
loan, and issue it in the market as they please, 
would it not?—Of course it is open to that. 
There are syndicates and syndicates; there are 
a great many syndicates that are perfectly legi- 
timate. 

5502. It would be open to a number of firms 


‘combining together, or to a single firm if it were 


powerful enough, to go into it and buy up the 
whole ?—Yes. 


Sir Charles Mills. 


5503. With reference to the failure of that 
resolution of the Stock Exchange committee of 
1864, did you find that brokers violated the rule, 
and that therefore it was advisable to rescind 
it?—We found it would not hold, but broke 
down. 

5504. In what way?—We found that there 
were dealings, and therefore it broke down. 

5505. Because the law was violated, you mean? 
—We could not enforce it; our only mode of 
enforcing it would be either to suspend or to 
expel the man, and it would be very difficult to 
say that you should suspend or expel a man 
from the Stock Exchange because he had dealt 
in stock before allotment, would it not? _ 

5506. He had violated one of your rules; I 
suppose you would put it in that way ?—Yes, it 
would be put in that way; but in order to carry 
out such a severe penalty as suspension or ex- 
pulsion, you must, according to our rules, have 
a majority of three-fourths. It would be very 
difficult to say in a case which appears in itself 
to be legitimate that he should be expelled. 

5507. How does the existence of transactions 
on the foreign exchanges create difficulties in 
the way of prohibition of dealing before allotment 
here, as is suggested in the Memorandum ?— 
Because the markets are so interlocked, London, 
and Paris, and Vienna; there is telegraphing 
es all day, and it is impossible to dis- 
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Sir Charles Mills—continued. 


tinguish between one and the other. If it did 
not take place here, it would take place in Paris; 
but then the result would be, that while you 
would get rid of a few unhealthy loans, you would 
lose the good ones too. 

5508. That is what you really mean, that the 
result of making this prohibition would be to 
drive good loans out of this market ?— Yes. 

5509. That they would not be brought out 
here?—Yes; and immediately we should have 
the stock coming over in another shape. 

5510. Therefore the public would not be bene- 
fited, but business would be contracted here 
to that extent?—Yes, and they would lose the 
benefit of direct operations in all these loans, 
which is very great. 

5511. The Chairman mentioned a plan with 
reference to selling a loan straight off, not offer- 
ing it for application, but selling it to the first 
comer; that plan would not prevent, would it, 
the loan being taken by the contractor, as. in 
the case of these loans which we have been ex- 
amining, at one price, and being issued by him 
to the public at another?—No; I could easily 
conceive that it might give an opportunity for 
other arrangements which would be as objection- 
able. It is impossible to check them; you can- 
not check them. 


Mr. Puleston. 


5512. If you brought a loan out in Paris, you 
could subscribe here just as readily as if it were 
brought out here, and the dealings would be just 
as large, although the mere form of bringing it 
out was gone through in Paris, or Amsterdam, or 
Frankfort?—It so happens that Paris, generally 
speaking, contracts its own loans; but in that 
very large loan which has been referred to, they 
had an agency here. 

5513. You could send through the broker to 
the issuing house in Paris, or any other conti- 


nental city where loans are issued on application? | 


—Yes. 

5514, And then, on hearing that it was at a 
premium that day in Paris, it would be dealt in 
here just as readily as if it were issued here?— 
Yes, quite so. 

5515. And do you argue from that, that if any 
restrictions were put here on dealings before 
allotment; take the Russian Loan, for example, 
supposing that Russian Loan had not been 
brought out here at all, but only by the houses of 
the Rothschilds on the Continent, the same amount 
of dealings could have taken place here, in spite 
of the restrictions?—No, practically it would not 
be so; because it is a trouble for persons to send 
abroad; it is not every broker that has connec- 
tions abroad. . 


5516. L want to make out how far a law re-- 


stricting operations here, and sending loans and 
business to other countries, would restrict also the 
dealings upon your Stock Exchange before any 
allotment ?—It would render those dealings more 
difficult and more costly, because you would have 
to pay the commission to the man on the other 
side; anyhow, you would lose the first business. 
We may take it that foreign loans have an ele- 
ment of great benefit and great advantage in 
them, and therefore, why should we have to go to 
Paris or St. Petersburg ? 

5517. I ask, would you not still evade the law 
(supposing the law were enacted) by dealing be- 
fore allotment?—Of course we should. 


Les 5518. For 
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Mr. Puleston— continued. 


5518. For instance, would the same amount of 
business be transacted in the Russian Loan in 
the market before allotment as now when it is 
brought out here?— Practically, of course, it 
would be so, if it were fonnd worth dealing in. 


Mr. Walter. 


5519. The Memorandum of the Stock Ex- 
change Committee refers to the great French 
Loan as an illustration of the inexpediency. of 
interference ; it says it cannot be denied that the 
dealing swhich took place before the allotment 
“ contributed to inspire confidence, and to ensure 


‘the ultimate success of the loan”; do you attri- 


bute the success of the French Indemnity Loan 
to the transactions which took place between the 
announcement of tbe loan and an allotment, 
rather than to the confidence which was felt by the 
public in the solvency of the French people POF 
course it is impossible to say that the contribution 
of England, such as it was, was of any avail in the 
carrying out of the loan; but at the same time 
they did make arrangements, and very careful 
arrangements, with respect to a large portion 
being placed in different parts of Europe. 

5520. Have you any doubt whatever that, sup- 
posing such a restriction had existed as was sug- 
gested by the Right honourable gentleman in 
the Chair, the French Loan would have equally 
floated, and been equally successful ?—I think it 
is very likely it would. 

5521. Why then should the Memorandum of 
the Stock Exchange induce the Committee to 
think that the success of the French Loan was 
owing in a great measure to the facility of 
speculating in scrip before the allotment ?— 
Of course itis quite clear that if the loan had 
been at a discount here, and at a discount 
in Paris, it is very likely the loan would have 
failed. 

5522. Have you any doubt that the loan would 
have been taken up, even to a much greater 
amount if necessary, if it had been competent 
to any person who wished to take part of 
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Mr. Walter—continued. 

that loan, to obtain it immediately on the an- 
nounce of the loan, without the intervention 
of any time between the announcement and the 
allotment ?—I can only point to the fact that 
there were those enormous dealings, and I 
cannot but suppose that those enormous deal- 
ings, showing the confidence of the public, did 
result in the success of the operation. It is quite 
clear that that Government thought it very de- 
sirable to have the assistance of England, be- 
cause they made arrangements here for the pur- 
pose; it was one of such magnitude that they 
thought they would make arrangements all over 
Europe; and certainly their arrangements in 
this country were very serious, therefore they 
would naturally hope for the assistance of this 
country. . 

5523. As a matter of fact, is it not notorious 
that the loan was instantly taken up, and the ap- 
plications would have amounted to three or four 
times the amount required?—As a matter of 
fact, it was very largely over-written. 

5524. Did not that show that there was no 
necessity for such speculative transactions as a 
feeler to test the disposition of the public ?—It 
was not immediately known that there were so 
so many applications. 


Mr. Ellice. 


5525. Do you think that it is a wholesome 
state of things, that a buyer of a share issued on 
fraudulent representations should have no remedy 
against the person who issued it?—I did not say 
that. 

5526. I take the answer which you gave me 
just now; but now I want to ask your opinion 
whether you think that a wholesome state of 
things, that the buyer of a share put on the 
markets on fraudulent representations should 
have no remedy against the source from which it 
was originally issued ?—If you mean against the 
contractor or the Government, I think it would 
be very desirable. 


Mr. Henry CAZENOVE; sworn. 


Chairman. 


5527. Wh have received a Memorandum from 
the Stock Exchange on the subject of dealings 
before allotment. Have you anything to suggest 
different from that, or do you entirely agree with 
it in every respect?—The committee of the 
Stock Exchange dealt only with the question of 
the prohibition of bargains before allotment. I 
think that there is a great deal to be said on both 
sides. Of course, this question of dealings be- 
fore allotment has been very widely and. largely 
discussed, both in the Stock Exchange and out 
of it. In the first place, it rather seems, before 
the evidence of the Chairman of the Stock Ex- 
change committee to-day, to have been thought 
that the Stock Exchange committee were not 
able to prevent their own members from deal- 
ing. Now, of course, that is altogether a fallacy. 
The Stock Exchange committee are perfectly 
able to prevent their own members from dealing, 
because every member is bound to obey the laws 
passed by the committee. But of course the 
Stock Ixchange committee would require to 
have very decided proof that such a law and rule 
as that was an advisable one to pass before they 


Chairman—continued. 


passed it; and if it was found that it was not an 
advisable one to pass, or that it interfered with 
legitimate business, and they set themselves 
against the view entertained by the whole of 
their members, about 2,000 in number, then at 
the end of the year, seeing that they are an 
elected body for one year only, that committee 


‘would be thrown out, and another one elected in 


their places, who would represent the views of 
their 2,000 members or so; but when I say the 
views of 2,000 members, I should say the views 
of the 2,000 members who, more or less, are a 


tolerably fair exponent of the public feeling out - 


of doors. If a rule like that is found, we will say, 
to be w bad rule, some method or other will 
always be adopted out of doors, and outside the 
walls of the Stock Exchange, to rectify it. Some 
years ago the American Government (and I be- 
lieve this to be a case that might be checked by 
this Committee) were anxious to support cur- 


rency and do away with speculations in sales or — 
purchases of gold for the accounts; gold was | 
then dealt in on the Stock Exchange in New York, 
and the committee of the Stock Exchange were 
induced _ 


—— 


a 


4 


1 


SP 28 Ae Bs al > ee 
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induced to pass a law that no one of their mem- 
bers should speculate or deal in gold for the ac- 
count; they were at liberty to deal in gold tor 
money ; thereupon, several members of the Stock 
Exchange established a gold room, a gold ex- 
change, to which I believe nearly every banker 
and merchant belonged; and gold for the ac- 
count is and has been for some years past ‘as 
readily and regularly quoted as the price of Five- 
Twenties or American Funded Loan, or any other 
security. The chairman of the Stock Exchange 
has spoken also of the last French Loan, and 
what immense transactions there were in relation 
to that, and he was also asked whether he thought 
dealings before the allotmentin the large French 
Loan, in which those large transactions took place, 
was the means of getting that loan to float, and 
be the great success it was; to a great extent it 
undoubtedly was. The enormous success and 
enormous subscriptions which attended that loan, 
were mainly owing to the large purchases that 
took place, showing the great feeling of the pub- 
lic, and the strong disposition there was every- 
where to invest in it; that led at last to enor- 
_mous subscriptions, and subscriptions on the part 
of people who certainly otherwise would not have 
subscribed; I might also state in reference to 
the law, if such a law was passed by the Stock 
Exchange committee, of not dealing before allot- 
ments (to go back to that for one moment), that 
if you want to strike a blow at various, abuses 
that have been detailed before you, you could do 
it at once, by putting a stop to all dealings be- 
fore allotment; but the question is, whether 
you would be prepared for the sake of a few 
cases, of the five or six that you have investi- 
gated, or whether the Stock Exchange committee 
would be prepared (I am talking now of legisla- 
tion, from whatever quarter it may come) toframe 
a law that would do great injury to a vast many 
more. ‘Now the nominal amount of five or six 
loans that you have investigated, is, I think, 
about 10,000,0007.; but the whole of that 
10,000,000 2. nominal was proved not to be out 
in the hands of the public, for a large portion of 
that which has been re-purchased still remains, I 
think, in the hands of the Governments. The 
first of those loans was raised in 1867, which 
would be eight years ago. Now I have com- 
piled here a list of 41 loans (which is by no means 
all) that have been brought out here during the 


~ last 10 years, and I have only taken those that 


have yielded profit to the subscribers, inasmuch 
as all the others have yielded losses. Now the 
public, of course, have lost a great deal of money 
in the five or six loans that this Select Com- 
mittee have investigated; but here is a list of 
41 loans of all sorts during the last 10 years. 
The nominal amount is over 400,000,000 /., and 
the present price of those, as opposed to the price 
at which they were issued, is in some cases as 
high as 20 per cent. higher, and in many 5, 10, 
or 15 per cent., showing, of course, how largely 
the outside public have benefited by the intro- 
duction of foreign loans here. Then it may 
fairly be asked, would not all these loans have 
floated just as well if the law had been enacted 
that there should be no dealings before allot- 
ment. Well, as regards some of them, indeed as 
regards a good many of them, certainly not; itis 


+ fair to say that in this list I have included the 


French Loan, and I have done so because the 
public has made a great deal of money out of it. 
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Mr. Kirkman Hodgson. 


5528. What amount have you taken the French 
loans at?—I have taken the two, the first 
80,000,000 /., and the second 120,000,000 2. 


Mr. Bourke. 


5529. As to the question of dealing before 
allotment, it-does not matter whether the loan is 
issued here or elsewhere, does it ?—Not at all. 
The present law is that as soon as a loan is an- 
nounced, anybody can buy and sell. 


Chairman. 


5530. I am not aware that this Committee-has 
given any indication of a desire to prohibit 
dealings before allotment; but I gather from you 
that if it did you do not think it would be a wise 
course ?—Not altogether. 

5531, Is there anything which you can suggest 
in reference to the whole series of transactions 
which we have had before us, anything that you, 
if you were a member of this Committee, would 
recommend them to advise Parliament to do?— 
I think there are many things that might be 
done, and I have not a doubt that the Stock Ex- 
change committee will, after the investigations 
that have taken place here, look into a good many 


of these matters; I think there are many of 


their rules that might be improved upon ; I think 
that their rules ‘have been proved not to be 
sufficiently stringent or decided to check certain 
abuses; whether by making fresh rules they can 
check those abuses, it is not for .me to say. 
There are two or three matters that have been 
suggested; amongst them is one that has received 
general sanction, I believe, and that is that the 
contractor might deposit his powers at all events, 
at a Government Office, say the Foreign Office, 
so that what has occurred in some cases before 
this Committee should not occur again, that is 


that the Government should have no opportunity | 


hereafter of saying that the special commissioner 
was not authorised. That should no longer be 
possible; but then of course it must be certified, 
and so the-hands of the committee of the Stock 
Exchange, strengthened. Another feature sug- 
gested was that the public should be made better 
acquainted than they are with the contracts, that 
they should be published in the prospectus. 
With that I do not hold atall. It is a matter of 
impossibility that a mercantile firm should 
publish in the prospectus all their contracts and 
all that concern themselves alone. Very likely 
the foreign government itself would. interfere. to 
prevent it; but as regards the contractors, al- 
though they might not have anything to conceal, 
they would not be willing to make the contracts 
public. Ni : 

5532. You mean the contracts between them- 
selves and the Government ought not to be made 
public ?—Certainly not. But, as regards settie- 
ment and quotation, several things have been 
suggested; amongst others that more publicity 
should be given to. these things towards the out- 
side public; that when a settlement and quota- 
tion are asked for, perhaps a week’s notice should 
be given, and that advertisements should appear 
in the public journals, to the effect that the com- 
mittee of the Stock Exchange have been asked to 


grant a settlement and quotation; so that it shall 


not be given before the public are aware that 
such a thing has been asked for. Now, as matters 
stand now, a broker comes before the committee 
of the Stock Exchange bringing with him, or 

bi 4 rather 


Mr. 
A. Cazenove. 


10 May 
1875. 


256 


Chairman—continued. 
rather having previously lodged, formal papers 
and certificates which are given to that committee. 
I think you have had the law read out to you 
previously ; you know exactly what is provided. 
I think more than that might be provided. 

5533. What would you suggest ?—The first 
suggestion that I have to make (it is rathera sug- 
gestion that has been made to me: I am afraid 
that, like all matters of reform, great difficulties 
would arise in carrying it out), is that instead of 
the broker coming, the contractor should come 
himself. But I think it would lead to great diffi- 
culty, for this reason: assume that one of the very 
first firms, Messrs. Rothschild, or Messrs. Baring, 
had brought out a loan, and were asked to come 
before the committee of the Stock Exchange, 
they having hitherto been in the habit of writing 
a letter and making a statement in that letter, 
would probably say that hitherto their word had 
been taken for what they had put their signature 
to, and they would decline to come before the 
committee of the Stock Exchange. Such houses 
as I have named would be above all suspicion, and 
would have nothing to conceal ; but it 1s of course 
notorious that committees, even Select Com- 
mittees, occasionally ask questions that are dis- 
agreeable to answer, and questions which wit- 
nesses do not want to answer; and questions 
might be asked, especially where a body of men 
are assembled, which gentlemen of high position 
would not choose to answer. They might be 
asked what their commission was ; they might be 
asked if the loan was at a good premium; how 
much they had retained for their own use; in 
fact there would be no limit ; but they might be 
asked anything that would come before them, 
Therefore, I do not see that that could very well 
be carried out. ‘A statutory declaration or 
notarial certificate has been suggested, and that, 
I think, is rather more to the purpose ; because, 
if a statutory declaration or notarial certificate is 
given in to the committee of the Stock Exchange 
instead of the simply formal letter that has hitherto 
been given, I think that that would be a much 
stronger and more decided case of~ proof than a 
simple letter written in certain circumstances. 

5534. Have-you great faith in statutory decla- 
rations ?— Well, ] have greater faith in them 
than in simple letters; although, perhaps, if what 
is not the case is told in the latter, what is not 
the case might be put down in the former. 

Sir Henry James. 

5535. You would make it perjury in a statu- 
tory declaration ?—Under those circumstances I 
should say it was a much stronger form than a 
simple letter. It has also been suggested that 
where there is a special commissioner appointed, 
he should make a declaration that no proceeds of 
the loan had been, or would be used, to purchase 
stock for or on behalf of the Government; I say 
the special commissioner, because in nine cases 
out of ten, it is not done by the contractor, as 
you have had proved before you. But then, 
when you make laws like that they could be of 
effect only when there is a special commissioner, 
because in leading governments, there is no such 
a thing as a special commissioner, and the only 
representative would be the ambassador, who 
could not be expected to make such a declaration 
as that; and on the other hand, whatever law is 
passed, must apply equally to large governments, 
as well as to small governments, 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


Chairman. 

5536. Have you any other suggestion to- 
make ?—This could only be called a suggestion, 
because in the present constitution of the Stock 


Exchange, which is a private body, I do not see 


in what way any alteration could take place; 
but of course many people outside have objected 
to the constitution of the Stock Exchange com-- 
mittee as being an interested body; but if the 
Stock Exchange committee are not to decide 
upon questions of settlement and quotation, I do 


net see exactly who is under the present ad-- | 


ministration. That, although an interested body, 
they make laws and rules and regulations in the 
very best way they can, and to the interest of 
the public, and without any view of doing any- 
thing which is either one-sided or in favour of 
their own members, I, who am not a member of 
the committee of the Stock Exchange, can vouch 
for most thoroughly ; I think that the Stock Ex- 
change committee might fairly be asked to con- 
sider, what no doubt they will consider, perhaps 
even without being asked, whether very many 
better rules than now exist cannot be made. 
There is no doubt that their rules are not strin-- 


gent enough, and that they have not met the ‘ 


case; and I think that by looking into the matter 


‘carefully, they would be able to discover, if not 


some rule that will altogether do away with 
abuses, some that will do a very great deal; but 
there is no doubt that all these things must be 
left to public feeling; | am quite certain, as 
an individual, that the great effect produced on 
men’s minds by the disclosures made before this. 
Select Committee, and the force of public opinion 
based on that, will do as much as, if not more, 
than any legislation can do to check certain 
abuses, and will certainly lead to a sounder and. 
much more healthy system hereafter. 


5537. What do you consider the use of giving 
settlement and quotation at all; why should not 
every kind of stock have of itself settlement and 
quotation?—I can see no reason why it should 
not, except of course, that you would then have 
no protection whatever. It may be urged that 
the Stock Exchange committee have given no 
protection whatever, and that it has been proved 
that they have not; and I think very likely that. 
is the case, and if it was an understood matter 
that the Stock Exchange was, as it were, to be 
thrown open, and that everything brought out 
might be dealt in and quoted, and that the Stock 
Exchange committee had not one iota, either of 
authority or responsibility, I do not see why it 
should not be so. pas 

5538. Does not the present system lead people 
to suppose that they have a protection when they 
have not ?—It does not lead people in the city to 
suppose it; it leads the outside public perhaps to 
suppose it. 

5539. The burthen of these things does not 
fall on gentlemen in the city; it falls on curates 
and old ladies, does it not ?—I have known it fall 
some times on the gentlemen in the city; they do 
not always get. off. 

5540. The evidence before this Committee 
seems to establish that the real great cause of 
mischief in all these cases is the dealings ef com- 
binations of persons, whether syndicates or 
otherwise, before allotment ?—Yes: I think that 
seems to have been clearly proved. | ~. 

5541. The interval between the bringing oué 
of the loan and the allotment is the time when 

the 
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the mischief is done; that seems to be the result 
_ of our evidence ?—Undoubtedly. 
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_ vantage, would it not. 


loan would sell it across their counter, as you say, 


5542. Then anything that would annihilate 
that interval wouid be of itself an immense ad- 
Supposing we said that 
any person who brought out a loan, as soon as 


the prospectus was out, should be bound to sell 


scrip on the terms mentioned in the prospectus, 
across his counter, like any other article, and 
that there should be therefore no allotment except 
to the persons who came and bought this scrip ; 
would not that obviate the evils in question?—I do 
not exactly see how you would carry it out. Am 
I to assume that a mercantile house introducing a 


to anybody who comes and asks for it? 

5543. And who makes the deposit required: 
say it was to be issued at 80 /. for 100/., and 1é /. 
per cent. deposit; that anybody who paid the 


deposit should have the scrip at once, and that 


it should begin at once, so that there should be 
no formal period of allotment at all, but that the 
thing should be allotted as sold?—You would 
find it very difficult to carry that out. You 
mean to say that everybody, as he comes into 
the counting house, is to have all that he comes 
and asks for. 

5544. If he pays the terms prescribed; of 


- course they can protect themselves by any terms 


they please; but if he pays such a deposit as 
they require, why should he not have it ?— 
I do not see how that could be carried out. 


I have known Messrs. Baring and Messrs. 


Rothschild to have a loan when it was a manifest 
certainty that the loan would be at two premium. 


_ Now supposing an announcement was made that 


they would receive applications for it the next 
morning in the way you suggest, at nine o’clock, 
the result would be that at eight o’clock there 
would be such a crowd that nobody could get 
near the door. 

5545. You must make a gueue as in Paris, I 
suppose ?—If I were the first of the queue if I 
took 4,000,000, and the loan was for 5,000,000, 
it would leave very little for the rest of the queue. 
Would you give me all that I ask for? 

5546. You would get what you wished for, and 
be satisfied?—Under those circumstances, you 
would compel the contractor to give to the first 
person who came the whole of the loan if he 
happened to be there in time, and came in first, 
as I understand you. 

5547. You might say not more than a half 
should be given to any one person ?—You mean 
to say that you would give to the contractor the 
power of not giving him the whole of it. 

5548. Even supposing you put a limit that 
might be evaded in a moment, because it is very 
easy to get a number of persons to go and ask 
for it; but supposing it was done, what harm 


would it do to anybody except to “stags,” and 


people of that sort ?—None, except that the 
stags might goin the queue aswell. IfTI objected 
to sit up all night and the stag did not, and I 
supplied him with the money, he would be there 
to take the whole of my account. 

5549. You seem to think it a very dreadful 
thing that the whole thing should go off in that 
way ?—No; but I think that the Government 
and the contractor would think it a very bad, 
and what they call unsatisfactory placing of the 
loan. The general wish and desire of a Govern- 
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ment and a contractor is to spread their loan well 
among people who are all going to be investors. 

5550. Isthat the reason why they give three- 
fourths of it to syndicates to buy back ?—But in 
the sort of loans I am speaking of now, they do 
not give to syndicates at all, 

5551. I am speaking of the sort of loans that 
do?—But whatever is sauce for the goose, must 
be sauce for the gander. 

5552. Will you have the goodness to state the 
objection which strikes you. .You seem to think 
that it is a reductio ad absurdum that a few 
people should get the loan. Supposing it did 
get into few hands, and they paid the deposit, 
and the deposit was large enough to insure that 
they would go on, what is the harm ?—Well, it 
seems to me that the harm would be this ; first 
of all, would a Government and a contractor do 
it? Let me take a case in point, of the two 
leading houses in London, at present, which I 
mentioned just now. If the Russian Govern- 
ment contracted, say, with Messrs. Rothschild’s, 
or with Messrs. Baring, for a loan of 10 millions 
nominal, and they introduced it and advertised it 
at such a price that it was patent to all of us that 
it would be worth 2 or 3 premium imme- 
diately, and the first man who came to the doors 
demanded the whole of it; if you made it the 
law that in such a case they were to give the 
whole of it, they would be obliged to; and they 
would never do business on such asystem. The 
contractors might choose to say, “* We want to 
keep five millions of this ourselves,” and there 
is no reason why they should not. Why should 
they not put their own money into a loan they 
bring out. If the contractor is not going to put 
his own money into it, it is rather a sign of 
weakness than of strength; and if a man says, 
“ T am prepared to put two or three millions into 
this loan,” it would be a great sign of confidence 
in it. 

5553. Why should they not limit the amount 
they give to the public. Your apprehension 
seems to be that the thing would succeed too 
well, which is not what we have occasion to find? 
—I think the idea is a novel one and might 
be tried; but, somehow, I do not think it would 
succeed, 

My. Kirkman Hodgson. 


5554. Supposing that the second man in the queue 
rushed in with his cheque, and got the whole, 
he would immediately proceed to do what is 
done now by the contractor, would he not?— 
Yes; he would dole it out at a premium. 


Chairman. 


5555. There would ‘not be the same facility 
under such a system, would there, for working 
it by a syndicate?—But good loans are not 
worked by syndicates. Of course, what is called 
a syndicate, that is a certain number of people 
combining, together might say, “ Now this loan 
is going to be introduced, it willcertainly be worth 
considerably more than it is, and. therefore we 
will go in a body and take the whole of it.” It 
would not be a satisfactory way of placing the 
loan, because those parties going in for such an 
amount would certainly not be investors, and the 
object of a Government and a contractor is to 
place their stock with people who are investors. 

5556. The only object to the contractor is to 
get the money, is it not ?—Not always. 

Kx 5557. What 
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Chairman— continued. 

5557. What other object has he ?—To place 
the loan well, and see it succeed. 

5558. If they put the deposit so high that a 
yerson would be morally certain to pay up at last 
rather than lose it, they would be secured, would 
they not ?—Yes. ' 

£559. What else could they desire than to get 
their money ?—Supposing at the end of two or 
three days after this one party had taken it, either 
a financial panic, or rumours of war (rumours are 
enough on the Stook Exchange without absolute 
war) came out, this loan would drop to one or 
two per cent. discount. ; this one individual or 
syndicate of people would be helter skelter, try- 
ing to sell it in the market, and the Government 
who previously might have sold a portion to one 
and to another under certai circumstances, would 
not be able to sell it. om 

5560. But under the supposition you have got 
these people in such a state that they must fulfil 
their contract ?—The first people must, but they 
will go selling it at two per cent. discount in the 
market. 

5561: What would that signify to the Govern- 
ment if they have got their money ?—Financially 
‘+t would not, but morally and materially ; and it 
would very much affect the house that intro- 
duced it. 

Mr. Kirkman Hodgson. 


5562. Would it not affect the Government very 
considerably, supposing the Government _had 
occasion a year or two afterwards to issue 
another loan ?—Yes. 


Chairman. 


5563. Of course nothing will work well in 
calamitous times; and even as to the loan 
that you are describing, would not the same 
causes drive it down, if it were in the hands of a 
syndicate who bought three-fourths of it?—Yes; 
but I am not talking of the syndicate, but of the 
general public. Iam assuming that 100,000 or 
10,090 people have taken up the loan instead of 
one individual, or a combination of half a dozen. 
A single man would take only as much as he 
wanted to keep; but the syndicate are not able to 
keep it, and therefore they would rather make a 
three or four per cent. loss than be hampered 
with the whole of it. 

5564. Does it not come to this: that there are 
a number of persons who wish to borrow, and a 
number of persons who wish to lend, and between 
them, there are a number of persons who con- 
trive to eat up all the loan?—The cases you 
have investigated come to that. 

5565. Would not bringing the borrower and 
the lender into direct communication, instead of 
leaving them to deal through the intervention of 
others, be.attended with much benefit; so that a 
man (1 am almost reluctant to make the sugges- 
tion), even without the intervention of a broker, 
might go and buy 100,000 /. of aloan?—He can 
do it now ; 1 do not know that he can do it with- 
out the intervention of a banker or merchant, 
but a good deal of business is done without the 
intervention of a broker. 

5566. Perhaps you will have the kindness to 
give that suggestion consideration. Is there 
any other idea that you can suggest as to any- 
thing that could be done?—I do not think 
there is. : 


man who would take the lean would probably 


TAKEN BEFORE THE 


Mr. Puleston. A 

5567. With regard to these large French 
loans, will you state, or give us your opinion, 
whether they would have floated as well, and 


been as successful, if there had been no dealings — 


in them before allotment ?—No, certainly not. 
5568. Can you give us your reasons for that 
opinion ?— Because the French loan was adver- 


tised, we will say, on acertain date, and remained — 


open for, I think, at least a week before the day 
of subscription arrived; day by day the loan’ 
grew in favour, and people beginning to see that 
it would be very largely applied for, bought im 
the market, and gave a higher price than the 
price it was offered at; as one talked to the 
other, so the feeling of success pervaded every- 
one, and the subscription became enormous in 
consequence; and therefore the very large sub- 
scriptiou and consequent great success of the last 


French loan, was owing to the fact of there being _ 


immense transactions before allotment. 


5569. It would have been a success in the ~ 


estimation of the Committee perhaps, if the loan 
had simply been subscribed and paid for. Is it 
your opinion, that even that could not have been 
done, if it had not been for this arrangement of 
the facilities for dealing in it before allotment ?— 
It is difficult to say whether it would only just 
have been subscribed or not; but if you ask 
whether I think that it would have been a suc- 
cess under other circumstances, I think it would 
not. 

5570. As a business man, apart from your 
being a broker, do you consider that a Govern- 
ment has as much right to look after its credit as 
a private firm ?—Certainly. ; 

5571. And is it your opinion then, that the 
credit of the Government, in the event of a plan 


such as the Right honourable Chairman has || 


mentioned, being carried out, would suffer, that 
is to say, if the loan by any sort of combination 
were sold to the first comer, that first comer re- 
presenting only dealers or speculators in or out 
of the Stock Exchange?—It might or might not 
suffer according to cireumstances; if all went 
well afterwards, it would not suffer, because the 


get a profit out of it; but in the case of any 
political difficulty arising, the reputation of the 
Government would materially suffer, and they 
would probably find it out when they came to 
this market to borrow again. 


5572. Under those circumstances, is it your , 
opinion that a bond fide investor would be de- _ 


terred from subscribing for it as an investor, who 


would have been glad to have had it if it had j 


already been allotted in the hands of Messrs. 
Baring or Rothschild ?---Certaimly, he would not 
with the same avidity go and give a premium to 
a former speculator who had taken the whole, as 


he would go to a well-known house who offered . 


it to him at par. 


vir Charles Mills. 


5673. Am I right in thinking’ that the best | 


remedy you can suggest is, that the representa- 
tive of a foreign State should make a statutory 
declaration that no part of the 
loan shonld be devoted to buying back any of the 


stock ?—Certainly, where there is a Special Com- _ 
missioner ; I think that is one amongst many | 


others that might be carried out. 


roceeds of the | 


5574. But 


i 
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_ 5574. But then the Special Commissioner 
would have no hold over the contractor, | sup- 
pose ?—The Special Commissioner would have no 
hold over the contractor ; but in cases such as you 
have investigated, the Special Commissioner has 
generally been aware, or on the part of his Go- 
vernment has made a contractor, either autho- 
rising or allowing those purchases, and therefore 
would be presumed to know. — 

5575. It might be the case that they might be 
made by the contractor without his knowledge ? 
—Undoubtedly. 

5576. Therefore the contractor ought to join 
too in such a declaration ?—Yes, { should say if 
T omitted that in my former answer it was an 
oversight on my part. 


Sir Henry Holland. . 


5577. I think you said also that you thought 
it would be desirable that the public should know 
beforehand that a quotation has been asked for 
at the Stock Exchange ?-—Yes. 

5578. What evil is that intended to remedy ?— 
At present notice is given by the Stock Exchange 
committee, but only to their own members; and 
by way of giving all the publicity that should be 
given, 1 suggested that the same publicity 
should be given to the public. A notice 1s affixed 
now within the walls of the Stock Exchange for 
either three days or a week asking for a settle- 
ment and quotation; but that notice is confined 
to the members of the Stock Exchange, and I 
would have the publicity extended. 

5579. How would you propose that it should 
be known to the public; would you say that it 
should be published in the papers?—Yes. * 


Mr. Ellice. 


5580. I want to elicit your opinion on this 
point; it appears to the Committee, from the 
evidence which they have had, that a buyer of 
shares in open market, has no recourse for his 
legal remedy against any fraudulent misrepre- 
sentation upon which those shares may have been 
issued, do you think that a buyer ought properly 
to have his legal remedy against the source which 
originally issued shares upon fraudulent re- 
presentations ?—Really I know so little of the 
law that I am afraid 1 cannot answer that ques- 
tion. 

£581. But, morally, do you think that a share- 
holder who has so been taken in, should have his 
legal remedy against the original source of the 
fraudulent representation ?—I assume that if 
anything is stated in the prospectus which is not 
strictly true, any one has his remedy against the 
party issuing that prospectus. 

5582. But it appears that that is not so; I 
want to know whether if it is not so you think 
that the law ought to be altered, so as to give the 
buyer his remedy ?—Certainly, I think he should 
have a remedy; that every man who issues a pros- 
pectus should be responsible for its statements, 
or certainly responsible for its statements as far 
as he possibly can be. 

5583. To anyone who has bought shares, 
whether it is the first hand, or the second, or the 
third ?— Well, to the holder we will call it. 


Sir Henry James. 


5584. I see that the list which you have handed 
in of these loans, amounting to 405,250,000/., 
refers almost exclusively to European loans ; 
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Sir Henry James—continued. 
European and Egyptian form the great bulk; 
and I think about less than one-eighth would be 
Western loans, for instance, Argentine, and 
Brazil, and Chilian ?—They are all sorts. 

5585. The great bulk of them, seven-eighths, 
are Kuropean or Egyptian ?—Because European 


and Egyptian are for much larger amounts than . 


South American ; for instance, the French figure 
is for half that whole amount, to start with. 

tai The French loan alone is 210 millions,? 
—Yes. 

5587. And you have included the Russian 
loans?—I have included all the Russian loans 
during 10 years. 

5588. And the Portuguese, the Italian, the 
Hungarian, and the Egyptian, those are the 
principal loans you have there?—Yes; 1 have 
included nearly all the loans that uow stand 
at prices higher than the issue price during the 
last 10 years. 

5589. You are aware that all contracts relat- 
ing to the formation of joint stock companies, are 
now bound to be disclosed or referred to in the 
prospectus; that the directors or promoters bring- 
ing out that company are bound to disclose all 
their contracts in that prospectus, and that it is 
assumed to be fraudulent if they keep them 
back, so as to make them liable to an action; 
why should you not apply that principle to loans? 
—Because | take it that in companies you have 
several intermediaries before the absolute cum- 
pany is formed. In the case of loans it is rarely 
so, and the objection that I should have, or that 
I should think most people would have that have 
to do with loans (and it is an objection that 
would not affect the broker), is an objection to 
have all the mercantile houses’ arrangements 
with the Government published. 

5590. But supposing a mercantile house brings 
out a jomt stock company, that house has to pub- 
lish what it gave for the enterprise, and every- 
thing else; their profits on the company will be 
shown by the contracts they are making, and 
which they have to disclose; where then is the 
difference between the disclosure by the mercan- 
tile house of the contract they are making in that 
case, and the disclosure of the contract for a loan? 
—Because it materially affects the Government, 
in all probability, and the Government them- 


‘selves would in all probability interdict the con- 


tractor from making it known. 

5591. Do you think if the English Govern- 
ment had to borrow, it would object to the terms 
being known?—Thatis a different thing. Assume 
that a Government make a loan with a leading 
house, and that it is a leading Government, and 
they owe that house three millions of money, 
probably the very commencement of the contract 
will be, “Inasmuch as we, such and such a 
Government, owe Measrs. So-and-so_ three 
millions of money, we hereby agree to a loan 
with them at the price of so-and-so, their com- 
mission to be so-and-so.” Why should the pub- 
lic see that the Government have been owing 
that house three millions for the last year or 
two? The Government would not like it, nor 
would the house; and why should it let ali the 
public know ? 

5592. Do not you think it is important for the 


public to know whether the three millions are to 


be spent by the State for paying off an old debt, 
or to be used for productive purposes ?—I think 
it is so important that the Government would 
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probably decline to bring out the loan in_Lon- 
dou, and would go to Paris, Amsterdam, Berlin, 
or Vienna. ; 

5593. Sooner than let the truth be known of 
the destination of the money, it would not come 
to this market, you think ?—Not always so; it 
does not always say what is going to be done with 
the money. 

5594. Why put in the contract, in the way 
that you suggest, about the three millions; if 1t 1s 
important enough to be in the contract, ought 
not the lender to know whether his money 1s 
going to pay off an old debt, or whether it is 
going to be utilised for productive purposes of 
the State ?—Certainly not, if nothing is said 
about it. 

5595. I am asking whether it ought not to be 
said ?—I do not see it. 

5596. If it is soimportant that the Government 
and contractor should place it in their contract, 
why may not the lender know on what terms he 
ne is lending his money ?—Because, supposing a 
Government say, “ We are going to raise 10 
millions‘of money, the interest is five per cent., 
and the price so-and-so for general purposes,” 
and give no particular account of what is going 
to become of the money —— 

5597. Then your objection would be removed ? 
—My objection would be removed in this way, 
that there is nothing for the public to know as to 
what is going to be done. Is not your argument 
this, that if a Government say that they want to 
raise five millions for railway purposes, then all 
that five millions ought to go to railway purposes? 
That is clear. But suppose they say, “We want 
to raise five millions for general purposes,” then 
all they have to do is to raise it. 

5598. Then the public is willing to trust 
that statement, that it is wanted for “ gene- 
val purposes,” and nothing is kept back, so 
that there can be no objection on that ground in 
such a case ?—No. © 

5599. Take another case; supposing a Go- 
vernment says, “ We are willing to borrow at 
64,” and the contractor brings it out at 80, do 
not you think that the public ought to know 
that ?—It depends upon how the contractor has 
carried it out. Supposing the contractor had 
given them 64 for the whole of the bonds, and 
took them firm, he would be justified in bringing 
them out at any price he liked. 

5600. Ought not the public to know what is 
the sum that the borrowing country gets, so that 
the public may know at what price that country 


estimates its own credit ?—Most undoubtedly 


not. 


5601. Do not you think it would make a. 


difference in the willingness of people to lend, if 
they were paying to somebody 80/., if they 
knew that the person who borrowed from them 
only got 642. for it?—That is a different thing, 
and the affair of the public entirely. But sup- 
posing that the Government came to a large 
mercantile house and said, “ We want to borrow 
5,000,0002. sterling,” and they sold them 
5,000,0002. worth of bonds, and the house, 
having entered into that contract, meant to 
bring the loan out next week, but that some 
political circumstances transpired, and they have 
to sit upon the loan, as we say, for six months, 
and then the markets return to their normal con- 
dition, and they are able to bring out the loan at 
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Sir Henry James—continued. 


10 per cent. higher. than the price which they 
gave, I think they are justified in doing so. 

5602. That is an exceptional case; but sup- 
pose a country is in such a position that it is 
willing, for 1002. of indebtedness, to take 641., 
that country would be rather in low credit; 
suppose a contractor comes to the market and 
says to the public, “ This loan is issued at 80/.,” 
do not you think it would affect men’s minds as’ 
to their willingness to lend in such a case, if they 
knew whether the country was getting 80/. or 
647.?—My answer to the question is, that I will 
give no opinion upon that beyond this, that if 
the price of 64 had been published, nobody 
would have subscribed to the loan. 

5603. That is a frank answer. Now, let me 
ask you, do not you think it-well that persons 
should know that fact ?—Let me explain myself: 
if the price of 64 had been published whilst the 
pre were asking 80, coupled with the fact 

eing known that they had taken none of 
the stock firm, the loan would not, in my opinion, 
have been subscribed. ~ 

5604. Surely that is a safeguard to the public? 
—A very great safeguard, because nothing 
would come of it. You will understand that I 
say, if not taken firm by the contractor; I mean 
this, that if parties had the opportunity of help- 
ing themselves at 64, to dole out to the public 
at 86, without taking upon themselves any re- 
sponsibility, or investing any of their own money, 
except when they can get it at 4 to sell it at 80, 
if such a circumstance had been known, or should 
hereafter become known, in all probability, in 
my opinion, the loan would not be subscribed. 

5605. I understand you to mean, that in those 
circumstances it would be well that the public 
should know it?—I do not say so. I say that 
if the public did know it, the loan would not be 
subscribed. 

5606. Why would it not be subscribed ?— 
Because they would think that the people were 
making a great deal too much out of it in the 
shape of commission. 

5607. Do not you think it is well, that the 
public should know that ?—That I must leave 
to the opinion of those who introduce the loan. 

5608. I am asking you for your opinion on the 
point ?—I would rather not give it; will you let 
me state the reason why I do not give it? The 
reason why I do not give it is that an answer of 
a similar nature has already been given by a 


former witness, who was charged in consequence | 


in dealing in personalities; and therefore I do 
not wish to embroil myself with anybody, or to 
constitute myself a judge of what has been before 
this Committee. 1 would rather not give an 
opinion on that subject. Yon know there are 
cases very often when matters may be explained 
if the whole of the points came before one. I 
am only answering the question, as you put it 
to me. 
5609. Lam putting a general question, and not 
a question as to any particular loan; now sup-- 
posing the contracting house did take it firm, 


that they took it firm at 60 and bought it out say — 


at 75 (I will take those figures, because they are 
not the figures of any particular loan), do not you 
think it is well that the public should know that 
fact?—Most undoubtedly not; if I were the 
contractor I should take very good care they did 
not. 
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5610. I am not asking what the contractor 
would like ; do not you think it is well that the 
public should know it ?—You must allow me to 
say that I think there are a good many things 
the public would like to know, which certainly 
people will not tell them. 

5611. I am asking you for the protection of the 

public, do you not think it is well that they 
hould know that?—For the matter of that, it 
might be a sutisfactory thing to other brokers to 
know how much a year I make. I do not see why 
the private affairs of one individual should be 
made known to another against the wish of the 
first individual; supposing always that whatever 
he does ‘he is able to give a satisfactory reason 
for and explanation of. 

5612. Of course this is self-evident, that if the 
borrewing Government is getting 60 instead of 
what the public is subscribing in the case I put, 
namely 75, it is paying a much higher rate of 
interest than if it were receiving the 75 ?— Cer- 
tainly. 

5613. Do not you think that the lender ought 
to know at what rate of interest the State is pay- 
ing him?—No; that is the same thing as you 
put to me just now. 

5614. Is it not a good thing that the person 
lending money should know what rate of interest 
the person borrowing is to pay ?—No; I do not 
admit that the affairs of a Government and a 
contractor, if honestly and properly arranged to- 
gether, should be made public to the public. I 
do not see why they should be. 

5615. Will you excuse me, you will not think 
that I am cross-examining you, I only ask, as a 
general principle, do you not think that a person 
lending money ought to know what interest the 
person borrowing is to pay him ?—I think that 


for the future it should be a clearly understood 


thing that anybody lending his money to a fo- 
reign Government is lending it on the prospectus 
which is issued, at the price and according to 
those statements, that he should concern himself 
with that, but nothing beyond it. I think it 
would be better if the public were taught to have 
more reliance upon themselves, and not to look 
to committees of the Stock Exchange, as to whe- 
ther they have given a quotation and settlement, 
so making them partly responsible, or to find out 
how much commission So-and-so gets; they will 
do better to rely upon themselves, and if not sa- 
tisfied with the security offered, then to have no- 
thing to do with it. 

5616. You are willing that the public should 
pe left perfectly in darkness as to the rate of in- 
terest which the borrowing State is paying to 
them?—That they should have this amount of 
light given to them, that they should deal with 
the prospectus offered to them only. 

5617. But everything not stated in the pro- 
spectus is hidden from them; and whilst the 
public may think that the borrowing Govern- 
ment is getting 80, it may turn out that the bor- 
rowing Government is only getting 60, and so 
increasing the rate of interest, which it has to pay 
by one-fourth?—That is a question of degree ; 
the Government never gets the full amount that 
is raised ; nobody does business for nothing; at 
least I have not met the philanthropist who does ; 
good Governments pay less than poor Govern- 
ments, of course. 

5618. Would you tell the Committee why 
there should be any difference in legislation be- 
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tween a contractor bringing out a loan and 
a promoter bringing out an industrial com- 
pany ?—It all brings us back to the same 
point, that a contractor has to deal with a 
Government, whereas a company is generally 
brought out by a board of directors. 

5619. Suppose that the previous vendors say, 
“We want 1,500,000/. for our iron-works, but 
we will sell it to you for 1,250,000/.,” and the 
contractor brings it out at 1,500,000/., he has to 
tell that he has given 1,250,000/. for it; why 
should not the contractor for a loan be in the 
same position ?—Because the foreign Government 
may not choose to have the thing divulged. 

5620. Therefore it is in the interest of the 
foreign Government that the contractor should 
be excused from stating that, is it?—No; itis in 
the interest of legitimate trade. Do what you 
propose to do, if you want to drive away business 
from this country. ‘Take any Government you 
like; take the Russian Government, for instance; 
do you suppose that if they make a contract 
with Messrs, Rothschild or Messrs. Baring, they 
will allow them to publish the contract, and state 
what they get, and whether they owe them any- 
thing already? Cf course they will not. They 
will make a contract with them, and then if they 
find difficulties and restrictions put here upon 
business, the house here will say, ‘‘ Very well, we 
will instruct our house in Amsterdam, or our 
house in Paris, to bring the loan out, and then 
there is no bother about it.” The Government, 
moreover, would say, “We are not going to 
answer such questions.” 

5621. Do you think that the dealing would 
take place here if it were brought out in Amster- 
dam ?—Most undoubtedly. Supposing Messrs. 
Baring said, “ We have instructed Messrs. Hope, 
of Amsterdam, to bring it out,” there would not 
be the same amount of business; but it would 
very soon be understood, and the reason why. 

5622. Why would there not be the same 
amount of business ?—Because, as a rule, a loan 
issued abroad would require to be made more 

ublic here. At the same time, I do not know 
that that would be the effect, because of course 
it might be that the firm here would take very 
good care to advertise the thing freely : but it 
would be a restriction on business, which sooner 
or later would have to be broken down, or the 
Chancellor of the Exchequer would find it out 
at the end of the year, and the trade of the 
country would not flourish. 


Mr. Ellice. 


5623. Do you consider that the Honduras 
Loan was legitimate trade ?—I do not think you 
want me to answer that question. 


Chatrman. 


5624. When you say that the Chancellor of 
the Exchequer would find it out, it is a diminu- 
tion of the revenue from stamps that you are 
thinking of ?—Stamps and profits. 


Mr. Whitbread. 


5625. You think that the public have not got 
a moral right to know if one prospectus and one 
contract are made public to them, that there 
are one, two, or three other private contracts, 
varying the rate of interest, which are kept 
secret from them?—I do not think the public 
have any right to demand to know what arrange- 
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Mr. Whitbread—continued. 


ments are made between the Government and 
its agent. ' 

5626. The agent having set out to the public 
that the rate of interest which the Government 
would pay was a certain rate, and having at the 
same time a private contract with the Govern- 
ment to increase that rate of interest, you think 
that the public, or rather the lenders of the 
money, ought not to be informed of it ?—Cer- 
tainly not, because that brings me back to the 
question which I answered just now; supposing 
a foreign Government want to raise money, and 
a mercantile firm agree to raise the money and 
take the bonds at 90, and circumstances allow 
them afterwards to issue those bonds at 95, 96, 
or 97, it is perfectly legitimate business, and the 
public ought not to know it. There is no reason 
why they should. If he likes gratuitously to 
inform them that he bought them at 90, that is 
another matter. 


Mr. Walter. 


5627. Do you think it is unreasonable that the 
public who, in this case, are the lenders, should 
have a right to be fully informed as to the credit 
of the State to which they are asked to lend 
money ?—I think they must judge of the credit 
of the State for themselves. 

5628. Is not the rate of interest which the 
borrowing State professes to pay, one of the best 
measures of its credit with the public?—One of 
them. 

5629. If the public are only informed in the 
prospectus (as was the case in one of the loans 
which have been brought before the Committee ) 
that the borrowing State is willing to accept 80 
per cent., and to pay 8 per cent. upon it, do you 
not think that it was keeping back information 
which the public were entitled to have if the real 
truth of the transaction was that the borrowing 
State intended to accept 64 per cent. only; that 
is to say, to pay a commission of 16 per cent. to 
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Mr. Walter—continued. 

the agent. We have had your opinion already, 
that if it had been known to the lenders they 
would have had nothing to do with the loan at 
all; is not that a transaction which, in ordinary 
life, would be considered as beimg of a very 
shifty character ?—A most unconscionable profit, 
certainly. 

5630. Is it not a concealment almost of a 
fraudulent character, where a borrowing State 
keeps back from the public information which, if 
it afforded it to them, would, according to your 
own evidence, destroy their willingness to lend 
the money on those terms?—I do not know; I 
am not well up in the law. 

5631. Is it your opinion that the public have 


no right to information from a foreign State, 


which if they possessed would undoubtedly have 
the effect of deterring them from lending ?/—But 
in this case, you see, they had the information 
from the issuers of the loan. 

5632. But they represent the foreign State; 
do. the public suppose that they are making the 
loan to a foreign State, or to individuals acting 
as a syndicate ?—The State, of course, is bound 
to pay the interest upon the price at which the 
loan is issued. | 

5633. And if the State withholds information 
which would affect the willingness of the public 
to lend, are they not practising a deception upon 
the public?—It is rather strong language, and 
therefore I would rather not answer the ques- 
tion. 

5634, I put it in that form, because, in my 
opinion, it warrants the strongest answer ?—I 
would rather not constitute myself a judge of 
other people’s proceedings. 

5635. You have already stated that the loan 
would not have been taken up had those facts 
been known?—I have already stated that the 
loan would not have been subscribed had the facts 
been known; and with that I think we had 
better let the question rest. 


PRERIE 
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Sir Henry James. 


5636. I BELIEVE when the consideration of the 
Honduras evidence was before the Committee, 
there were domestic circumstances owing to which 
you could not well be present ?—There were. 

5637. What are you in _ business? — An 
Accountant. 

5638. I believe in August 1871, you became 
one of the trustees in relation to the Honduras 
Loan ?—Yes. 

5639. Was anyone associated with you ?— 
Mr. Widdecombe. 

5640. What was he?—He was managing 
clerk, I think, in one of the departments of Mr. 


_ Sharp, a solicitor. 


5641. By whom were you appointed ?—By the 
Minister. 

5642. By Senor Gutierrez?—Yes. 

5642. Had you any appointment in writing ?— 
Yes, there was some deed drawn up. 

5644. Have -you got it ?—I have a copy of it. 

5645. Have you got it with you?—No. 

5646. Where is it?—It is somewhere at my 
office, I believe. I could not find it yesterday. 
If I may be allowed to state it, it is three years 
ago since I was connected with this business, and 
all papers which I had, which I did not give up 
to the Minister, I put away. I only received 
my summons on Tuesday afternoon, and yester- 
day I commenced to search for papers. I found 


a few unimportant documents and old contracts, 


memoranda, and things of that sort; and whilst 
T was in the midst of doing this, the Minister 
came to my office with his secretary, and having, 
I presume, seen that I had been summoned in 
the newspaper, demanded that I should instantly 
hand over any papers that I found to him, as they 
were the property of his Government ?—I told 
him that I could not do anything of the sort; 
that in the face of my summons from the Com- 
mittee to produce any papers which I found, I 
considered that I should be doing that which was 
most improper if I gave them up, and I must de- 
cline; and he then protested that I must give 
them up, and wrote me a letter which I have in 
my pocket. 

5647. Will you read it?—‘‘ Honduras Lega- 
tion, London, 12th May 1875. Messrs. Ford & 
Widdecombe, late Trustees of the Honduras Go- 

0.64. 


| by - 


Sir Henry James—continued. 


vernment. Gentlemen,—On behalf of the Hon- 
duras Government, I demand the immediate de- 
livery of all books and papers which are the 
property of the Honduras Government, and 
which are in your possession. I am, gentlemen, 
yours truly, Carlos Gutierrez.” 

5648. What happened then ?—I did not know 
what to do; I felt in a very unfortunate po- 
sition. I was only too happy to come and give 
any information. I said, in the first place, “ Your 
Excellency, I have only found a few things, and 
whatever I do find I shall retain, andif the House 
of Commons orders me to hand them over or to 
produce them, I shall do it.” 

5649. I should like to ask now for whom you 
were trustee by that deed ?—I was appointed, 
the deed says, on behalf of the Honduras Go- 
vernment. 

5650. I think the Committee would like to 
see that deed ?—I shall probably be able to find 
it. Ido not know whether I shall be able to 
find it to-day; very likely I may. 

5651. Have you got any books in your pos- 
session ?— Yes. 

5652. Have you got in your possession all the 
books you ever had, or have you handed any 
over ?—I have handed over nothing whatever to 
the Minister. 

5653. Have you retained all you ever had ?— 
I have handed a great deal over to the new trus- 
tees appointed after me. 

5654. Who were: they ?—Messrs. Haslewood, 
Kerferd, and Pim. 


5655. You handed books to them?—I handed . 


over boxes full of all sorts of things. I was or: 
dered to hand over certain things to them, and I 
handed them over; boxes full of coupons, and so on. 

5656. Can you tell the Committee when that 
was ?—I think at the end of 1872. i 

5657. Now you have books in your possession, 
then, containing entries relating to this loan ?— 
Yes. 

5658. Have you been able to sort them out? 
—No, not yet. I have been away so long from 
business that I had only these few hours to at- 
tempt to find things. 

. 5659. Now you commenced being trustee in 
August 1871 ?—Yes, I believe that is the date. 
KK4 . 6660. Did 
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5660, Did you receive any bonds at that time? 
—Yes. 

5661. Can you tell the Committee to what 
extent: I am referring now to the commence- 
ment of August 1871?—Do you refer to 1867 
or 1870 bonds ? ; 

5662. Did you have any of the 1867 bonds? 
—No. 

5663. You had nothing to do with the 1867 
Loan at all?—Nothing whatever ; at least the 
only thing I had to do with the 1867 Loan was 
receiving a small balance of cash which the old 
trustees handed over to me. 

5664, But did you not pay out of the money 
in your possession some of the interest and draw- 
ings on the 1867 Loan ?—Yes. 

5665. That is, part of the proceeds of the 1870 
Loan was applied to the payment of interest 
and drawings upon the 1867 Loan ?—Yes. 

5666. Now, can you tell the Committee what 
was the amount of bonds which you received ?— 
I cannot speak from memory, but it was a con- 
siderable sum; I should think a million and a 
quarter. , 

Chairman. 


5667. These were bonds of the 1870 Loan, I 
understand ?— Yes. 


Sir Henry James. 


5668. From whom did you receive those bonds; 
was it from the old trustees?—From the old 
trustees. 

5669. Did you receive any from Messrs. Bis- 
choffsheim & Goldschmidt ?—Yes, in this way ; 
they were simply taking care of them for the old 
trustees. 

5670. Can you tell us what the nominal figure 
altogether of the bonds would be; 1,460,000L, 
or thereabouts ?—I should think it is quite pro- 
bable that that would be the amount. 

5671. How were these bonds dealt with?— 
They were sold under a contract to Mr. Lefevre. 

5672. Did you, as they were demanded from 
you, pass them out of your hands into those of 
Mr. Lefevre ?—Yes. : 

5673. I suppose the account of how you passed 
them out would appear in your books ¢— Yes. 

5674, Did you receive back money from Mr. 
Lefevre as against the bonds that he had ?— 
Yes. ; 

5675. Do you recollect now at what price he 
took them ?— His contract price was 75 /. 

5676. With allowance for interest ?—No. 

5677. £. 75 net, do you mean —Z. 75 net. 

. §678. Did he always pay you 75/. net 7—He 
paid us 75 /. net, I think it was until June 1872,and 
then he paid 50/.; that was when the market had 
gone down most tremendously, and in order, I 
presume, to give funds to the Government, for 
the purpose of their loan, he received a certain 
number of bonds at 502. 

5679. Can you tell the Committee about what 
number of bonds he received at 507. ?—I should 
think 300,000 Z. worth ; I speak now entirely from 
memory: I should think it was about 300,000 /. 
worth, but it may not have been so much. I 
think it was in June 1872. 

5680. Do you know whether the bonds in the 
month of June 1872 fell from 702, to 34/.?—I 
think it is very likely; that is about the time 
when these bonds were sold at that low rate. 

5681. Was there any price between the 75.J. 
and the 50 1. ?—None. 


TAKEN BEFORE THE 
Sir Henry James—continued. . 
5682. Was that the last transaction ?—The 
last transaction which I ever had. 
5683. How was the money that you so re- 
ceived disposed of ?—In paying interest and 


sinking fund on the loans, and paying the con- 


tractors, and some payments for the Government ; 
that is all. 

5684. Do you know how much you paid to the 
contractors ?—We paid the contractors in all (I 
am speaking now entirely from memory); I should 
think, about 110,000 7. 

5685. The contractors, of course, were Messrs. 
Waring ?—Yes, Messrs. Waring. Besides, we 
paid moneys to the engineer as commissions ; 
that was some considerable sum. 


Chairman. 
5686. Mr. Brunlees, you mean ?—Yes. 


Sir Henry James. 


5687. Now just take this account in your hand 
(handing an account to the Witness); you did not 
ee into this.as trustee until August 1871 ?— 

0. 

5688. Now, that account has been furnished 
to the Committee by Mr. Waring. Take the 
second section of the railway; the first payment 
by you would be the 3rd October 1871, as I 
gather from that account ?—Yes; I think it very 
likely. 

5689. Then there are also some payments on 
account of the third section of the railway stated 
in that account ?—Yes. 

5690. You will see that they begin earlier than 
August 1871—On the 18th of January 1871, ac- 
cording to this account. 

5691. Will you apply your mind to the pay- 
ments there shown during the time when you 
were trustee; do they appear to you to be a cor- 
rect statement of the sums which you paid ?—I 
can add them up. (Zhe Witness looked at the 
account.) It does not look enough. 

5692. Your books will tell you accurately, I 
suppose ?—Yes. 

5693. Perhaps you had better not express a 
confident opinion yet ?—From memory, I cannot 


say. 

604. They make 78,709 /.; probably you will 
adhere to your answer that you cannot speak 
from memory as to whether that account correctly 
states the sums you paid ?—No, I cannot speak 
from memory. 

5695. Can you tell me from memory how much 
you paid for interest and drawings ?—No, and I 
will tell you why; because we were not only 
trustees on behalf of the 1870 Loan, but we had 
some of the French Loan as well; ours was 


‘called a mixed fund. 


5696. Can you tell the Committee from whom 
you received the cash which represented the 
French Loan ?—We never received any cash. 

5697. What did you receive; obligations ?— 
Yes. 

5698. Were they realised ?—A large amount 
of them. 

5699. Inthe English market ?—No, all abroad. 

5700. By whom were the payments on such 
realisations made to you?—By Mr. Lefevre; he 
had to pay according to a certain rate. 

5701, Did you let him have them according to 
that rate ?---Yes, according to the contract. 

5702. Of the French Loan?—Yes. 

5703, Have youa copy of the contract relating 

to 


300 francs, it would produce 
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Sir Henry James—continued. | 


to the French Loan?—I do not think 
but only as one contract combining both. 

5704. With whom was that contract relating 
to the French Loan?—With the Honduras Go- 
vernment. 

5705. Represented by whom? — By 
Minister. 

5706. At what price did he take the 300 francs 
obligations ?—I believe he took those at 143 
francs. 

5707. Less than half the nominal value ?— 
Yes. d 

5708. And sold them as he liked?—As he 
liked. 

5709. As he could ?—<As he could. 

5710. And then he accounted for them to you 
at the price of 143 francs ?—Yes. 

5711. And that sum so accounted for, you 
applied to the purposes which you have told the 
Committee ?—Yes. 

5712. Do you know about how much altogether 
was disposed of of the French Loan in that 
way ?—I should think certainly more than a 
million of stock. 

5713. Nominal, do you mean?—More than 
that. 

5714. Do you mean to say 1,000,000 7. sterling 
nominal stock ?—£. 1,000,000 sterling nominal 
stock. 

5715. That, at the rate you mention, brings it 
up to somewhere about 480,000 7. sterling ?—Yes. 

5716. Have you received that from Mr. Le- 
fevre ?—No, we did not receive all that. 

5717. If you gave him 1,000,000/. sterling 
obligations at the price of 143 francs, as against 
470,000 7. or 


I have, 


the 


480,000 1. ?—Yes. 
5718. Did you receive that ?—Certainly. 
_ 5719. What has become of that?—I am now 
speaking from memory; we paid a great deal 


_ more than a million for interest and sinking fund. 


~ 6720. Interest and sinking fund upon what ?— 
On the different loans; on the 1867, 1869, and 
1870 loans. 

5721. You were trustee from the 5th of August 
1871 till the autumn of 1872 ?—Yes. 

5722. You could not have paid a million in 
interest and sinking fund for that one year, could 
you ?-—- We did so. 

5723. To whom did you pay it ?—We handed 
it over to Mr. Lefevre in accordance with the 
schedule on the deed. 

5724. But not for interest and sinking fund, 
was it ?—I am almost certain it was so. 

_ 5725. Do you. mean to represent that the 
interest and sinking fund on the three loans 


- amounted to 1,000,0007. sterling in one year ?— 


I am speaking now entirely from memory, but I 


believe that is a fact. 


5726. Did you pay Mr. Lefevre to meet the 
interest and sinking fund, as if the whole of the 
1870 Loan were out ?—Yes. 

5727. As if he had to pay it over to the 
public?—Yes; it was in the terms of his con- 
tract. 

5728. Do you not know where. this contract 
is?—I think it is very probable that I shall find 


a copy, because my deed will show the contract, 


4 
| 

ice 
' 


you know. 

5729. Are we to.take it, that, with the excep- 
tion of the 300,000 7. worth, that was taken at 
50/., Mr. Lefevre took the whole of the bonds 
which you had at 75 1.?—Yes. 

0.64. 
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Sir Henry James—continued. 


5730. So if the figure I gave you was correct, 
of 1,461,000 /., there would be 1,161,000 7. taken 
at 75 U., and 300,000 /. at 50 /. ?—That is so. 

5731. Then to that product you have to add 
the 480,000 U., the product of the French Loan? 
—Yes. Now I must be allowed to say some- 
thing; we handed over besides to the new 
trustees over 100,000 7. in cash, and we handed 
over about a quarter of a million, 250,000 /. or 
260,000 7. in French obligations, to the new 
trustees. 

5732. You are giving us 258,000/. as the 
figure, I understand ?—That would be the pro- 
duct at 143 francs of the French bonds handed 
over to the new trustees. 

5733. Do you know whether any interest or 
dividend was paid after you handed these over to 
the new trustees ?—I do not know. 

5734. Can you give us the date when you 
handed them over ?—We did not hand them over 
all bodily at once; as they asked us to hand them 
over, we handed them over to them; but we 
handed them over, I should think, about Septem- 
ber 1872. 

5735. Now I wish to ask you about this sum 
that you say you paid, namely, a million for in- 
terest and drawing; did you yourself make any 
calculation of the sum wanted for interest and 
drawings ?—No. 

5736. Who told you what was required ?— 
The schedule of the coutract ; the schedule of the 
contract specified certain sums to be paid on a 
certain day. 

5737. Was it all for interest and drawing ?— 
It said so. There was money paid for interest 
and commission besides. 

5738. How much was paid for commission ?— 
I should think about 60,000 2. or 70,000 7. 

Sir Charles Mills. 

5739. ‘What was the amount of cash which you 
handed over to the new trustees ?—I think about 
105,000 J, 

Sir Henry James. 

5740. Will you cast your eye over that deed, 
which is in our printed evidence, beginning at 
Question 1274, and you will see how the pay- 
ments are apportioned there; just see if that is 
the contract which you are referring to; look at 
it, and see whether you acted as trustee under 
that deed ?—No; Iam sure that is not the deed, 
because the price of 80 is mentioned here in this 
deed. 

5741. According to you, there is another deed 


“then ?—Yes; this is not my deed at all. 


5742. Now what was the interest you paid 
(going back to that); you must have paid on the 
1st of January 1872, and the lst of July 1872, a 
sum of 125,000 Z. on each date for interest on the 
1870 Loan ?—I should think so. 

5743. That is taking it as if all was out?— 
Yes. 

5744. Did you know that a portion of this 
loan «was stillin the hands of the trustees ?—Cer- 
tainly. 

5745. Then why should Mr. Lefevre take the 
whole interest, while a portion of the capital was 
still in the hands of the trustees ?—I do not know 
why, except that his contract said that he was to 
have the benefit of the coupons on any bonds 
which had not been issued. 

5746. The coupons for the interest, you mean? 
—Yes. 


Ty '§747, And 


Mr. Ford. 


13 May 
1875. 


Mr. Ford. 


13 May 
1875. 


Mr. 
N. M. de 
Rothschild, 


M.P. 


266 


Sir Henry James—continued. 


5747. And did you give him too the whole 
amortisation fund, that is 75,000 7.?—Yes, I 
believe so; that is according to his contract too. 

5748. Were those bonds destroyed, or were 
they afterwards issued ?—- Destroyed, cancelled. 

5749. As drawn?—Cancelled as drawn, and 
never issued. 

5750. So that was money put entirely in his 
pocket ?—Entirely ; that was his contract. 

5751. Who has got this contract ?—I do not 
know; the Minister has one. I believe I can 
get you one; I shallbe very happy to getitif I 
am ordered to do it; I will try and find it, cer- 
tainly. 

5752. Who were the parties to it?—Mr, 
Lefevre, the Minister 


Chuirman. 


5753. That is Senor Gutierrez ?—Yes; and 
Mr. Widdicombe and myself. 

5754. Anyone else ?—I do not know; I fancy 
it recites all the different people connected with 
it. 

5755. Mr. Davids?—I think so, because he 
was the old trustee. 


Sir Henry James. 


5756. Do you know why you became trustee 
in place cf Mr. Davids ?—I do not. 

5757. Do you know why you ceased to be 
trustee ?—No, I do not know why I ceased to be 
pay I was simply asked to resign, and I 

id. 

5758. Do you know what amount of commis- 
sion Mr. Lefevre received, apart from these sums 
which you. have mentioned?—I think about 
60,000 7: 

5759. Commission for what ?—He had to ‘pay 
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Sir Henry James—continued. 
the bankers. According to his contract, each 
time payment of interest became due he was en- 
titled to so much commission. 


5760. Do you know at what rate per cent. 2 


No. 


5761. You say 60,000 7. ?—That is taking into 


account the French Loan as well. 
5762. ‘The commissions upon it?—Yes; you 
see, I cannot divide the amounts. 


The Committee room was cleared; after 
a short time the public were re-admitted. 


Chairman.]| ‘The Committee wish that you 


should go to your own place of bustness, if 


you please, and search for the deed consti- 
tuting you a trustee, and bring it here; and 
they also wish that you should do that, 
neglecting all other matters, merely look- 
ing for this single deed, and if you could 
bring it during the sitting of the Committee 
to-day they would be very glad; and after- 
wards they would like to have from you, 
when you have had time to investigate your 
papers at your leisure, a schedule of the 
papers. They do not ask you at this moment 
to produce them, but merely to furnish a 
schedule; but if you will go at once and see 
if you can find the deed constituting you a 
trustee, the Committee wish you to bring 
that here. 


Sir Henry Holland. 


. 5763. Do you know that you have the deed ?— 
I think so. 

5764. I ask the question because there is 
a gentleman here who says that Don Carlos 
Gutierrez has it?—I will go and see if I 
have it. 


Mr. NatHanieEL Muyer pr ROTHSCHILD, a Member of the House, sworn. 


Chairman. 


5765, Have you paid attention to the investi- 
gations‘of this Committee ’—I have paid atten- 
tion to the investigations of the Committee so 
far as they concern future transactions. I have 
not read through all the evidence about the dif- 
ferent loans, if that is what you mean. 

5766. Have you formed any opinion as to any 
mischief or inconveniences that are disclosed by 
the evidence ?—I have formed an opinion, which 
is shared by the members of my firm, so far as 
some of the proposed remedies are concerned; I 
do not mean that the Committee have proposed 
any remedies, but I allude to the remedies 
which have been shadowed forth before the 
Committee. 

5767. Before we get to the remedies, let me 
ask what is your opinion as to the disease ?—It 
is rather difficult to say what the disease is; I 
should say the disease is the desire of people to 
get a high rate of interest for their money. 

5768. Do you propose to remedy that ?~-No, 
not at all. 

5769. You do not think the evil a serious one? 
—I disapprove very much of the practices which 
have come out in connection with the Honduras 
Loan; but I do not think those practices have 
anything to do with the negotiation of loans in 
general; the money, so far as I can make out, 
has been misappropriated. 

5770. When a person comes to suggest re- 


Chairman—continued. 


medies, he must have some definite idea in his 
mind, I presume?—I did not say that I was 
going to suggest a remedy, but to make some re- 
marks about the remedies which have been pro- 
posed. 

5771. You do not come here to suggest reme- 
dies, but to criticise the remedies which have been 
proposed ?— Yes. ; 

5772. Will you proceed with those criticisms, 


if you please ?—One of the remedies which have 


been suggested is, that if a loan is made, the 


contractor for the loan should state in his pro- _ 


spectus the price at which he has taken it from 


the Government; that is to say, that he shall 


show the difference between the price at which 
he takes it from the Government, and the price 
at which he issues it to the public. 
I have considered that matter very deeply, 
and I have come to the conclusion that if you 
were to pass a law to that effect, it would he 
evaded in every way, and evaded very easily, 
and that it would enable a great many worse 
loans to be introduced than are at present. No 
good Governments would ever allow the condi- 
tions on which they issued their loan to the con- 


tractor to be stated in the prospectus here ; they 
would issue the loan in their own capital, and — 
get a quotation there, and they would issue the 
loan on the Continent generally, and it would be 
dealt in on the different Bourses there, instead of 
being — 
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being brought out here. The contractors who 
had the management of these loans would send a 
list of the parties who had subscribed, and who 
generally subscribed for the loans, to their friends 
abroad. They would send them prospectuses, 
and offer to put their names down free of expense. 
They would say, “ We have made arrangements 
that you can pay the instalments into our bankers 
in London. If you pay the deposit there, we 
will return you whatever deposit you have paid 
more than is necessary ;” and the Committee of 
the Stock Exchange would be bound to give a 
quotation. In fact they have already done so 
when loans have come here in that way. The 
whole of the debt of the United States, six 
hundred millions sterling, was introduced in 
that way; the same thing occurred with the In- 
ternal Turkish Debt, and with the currency bonds 
of the New York Central and Hudson River 
Railway, and a great many similar securities. 
That is what would happen in the case of a good 


Government. What would a bad Government 


do? Abad Government would go to a house 
and say, “Put in your prospectus that you get 
one per cent. commission; though you are not 
railway contractors, we let you build the 
railway, and put in the prospectus that there 
are 200 miles of railway to be built. We will 
pay you so much extra a mile for building that.” 
The bad Government would take advantage of 
your law to get a quotation for its bad stock, and 


the good Government would not introduce their - 


loan; and after three or four bad Governments 
had succeeded in doing what I have described, 
a great many others would follow them. 

5773. Your point is, that there are a great 
many ways of remunerating a person who brings 
out a loan, besides the mere commission ?—I was 


trying to explain how the loan would be brought 


out if you insisted on the contractor putting in 
the prospectus what commission he got. 

5774. That is to say, a bad Government would 
find some other way of paying him that would 
not be apparent?—Yes. I fancy I read in the 
evidence which Mr. Cazenove gave the other day, 
that you asked him if it would not be an advan- 
tage to the public that subscriptions to a loan 
should be opened, and then first come first served 5 
I understood that to be the object of your ques- 
tions to Mr. Cazenove. 

5775. That subscriptions should be open as 
soon as the prospectus was issued ?—I wish to 
make two remarks on that. I do not think that 
a good Government would allow that. The same 
thing might happen as happened when my grand- 
father brought out a Neapolitan loan some years 
The loan was badly placed; some revo- 
lution took place, and only the first instalment 
was paid; and if it had not been that my orand- 
father had paid the instalment and kept the stock, 
the Government would never have got their 
money. 

5776. Do you rememder the amount of the 
instalment ?—-I think 20 per cent. I may also 
state that M. André Marcuard & Co. brought 
out in Paris a loan for Hayti the other day, and 
they thought it would be a novel idea to close 
the subscriptions as soon as the loan was written 
for; that is to say, to adopt the principle of first 
come first served; and some friends of theirs 


. pect themselves at the doors, and they wrote 


that loan several times over in the first five 
minutes. Then some difficulty: arose about it, 
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and afterwards the whole thing was cleared up, 
and they told them that they had only done it to 
prove that this new way was not at all favourable 
or likely to suit the interest of the Government 
or the contractor. 

5777. Did not the Government get this loan ? 
—I think the whole thing was detailed in the 


6 Keonomist” of last week or the week before. 


5778: Did the Haytian Government get the 
loan ?—It did eventually; there was a lawsuit. 

5779. Did that arise out of this particular 
transaction you have been describing ?—Yes. 

5780. Is there any other suggestion you want 
to make to us ?—I have no suggestions to offer. 

5781. Is there any other criticism which you 
would like to make of the proposals before us ?— 
No, unless you wish to ask me any questions 
about them. 


Mr. Walter. 


5782. I would ask whether you think that the 
rate of interest which a foreign State is willing to 
pay for its loans is not the measure of its credit 
with the public ?—To a certain extent it is. 

5783. ‘Chat is to say, that in proportion as it 
has good credit or not with the public, it can 
bring out its loan at a higher or lower rate of 
interest ?—To a certain extent that is the case. 

5784. As a general rule you approve of that 
proposition ?—As a general rule it is the case, 
but not always. 

5785, 1 will ask you next whether the public, 
when it is asked to subscribe to a loan to a 
foreign State, has not aright to know the actual 
amount of interest which that State has consented 
to pay ?—That is rather a difficult. question to 
answer, because if a Government gives me a 
loan on commission the commission ought not 
at all to be regarded as a different rate of interest 
which it pays. 

5786. With regard to the amount of commis- 
sion, whether it is such a commission as a house 
like yours would take, or such a commission as 
we know has been exacted by other houses, in 
those cases we have been considering, does not that 
amount of commission make really a great dif- 
ference; I want to get at this, whether the 
amount. of commission, supposing it to be, as we 
understand it has been in some cases, as much as 
16 per cent., does not practically alter the rate 
of interest which the Government is paying for 
its money ; if you buy stock at 64, for instance, 
instead of 80, surely you will admit that you 
are receiving a higher rate of interest for your 
money ?—Yes; but if a great many of these 
loans had been offered at 64, the probability is that 
you would have found a great many more takers 
for them, because the high rate of interest would 
have tempted them. 


5787. Will you tell me whether, when a foreign 


State issues a loan to the public at one’price and 
to the loan contractor at another price, the differ- 
ence between the two prices be not equivalent to 
a difference in the rate of interest on such loan? 
—TI shall be obliged to answer that question at 
some little length. If a Government gives you 
a loan on commission, I do not consider that there 
is any difference in the rate of interest so far as 
I know, because the commissions which I am 
aware of have never been so great as to.influence 
the rate of interest; they have been commissions 


for services rendered, and in my opinion well _ 


earned. If you take a loan firm, 


you may take 
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that loan firm at a time when the credit of the 
State is not so good as it is at the time when you 
bring out the loan, the money you give the State 
then may enable it 10 carry on a war, or to do 
some public works, and restore its credit. If I 
take a loan now, and bring it out a year hence, 
I do not see why I should tell you that a year 
ago I came to their help, and that owing to the 
money I gave them then, their finances have 
been put in order; but it may in that way be the 
case that their stock, which a year hence may be 
worth 70/., is only now worth 60 /. 

5788. If a State announces in its prospectus 
that it is willing to issue a loan at 80 per 
cent. on the nominal amount, while all the 
time it has a secret understanding with the 
loan contractor that it is only to receive 64 J. 
instead of 80/., does not that really alter the 
character of the transaction ; and would it not 
affect the judgment of the public in subscribing 
to such a loan, if it knew of the existence of such 
a secret arrangement ?—I suppose it would; but 
then the judgment of the public ought to have 
been affected by the character of the State which 
makes the loan. Ifa loan is given at 647. it can 
only be given by a Government that is bad, and 
which ought to be, on the face of it, known to be 
bad; no good Government would do it; and the 
people who subscribe to the loans of countries of 
that sort must know that the Government is 
bad. 

5789. What means have the public of knowing 
what arrangement is made between the loan con- 
tractor and the Government ?—Supposing a loan 
were offered for the Khan of Khiva, or for any 
of those States, you would not suppose that that 
was a good Government; and anybody who sub- 
scribed to that loan must know that he is 
subscribing to a loan which is utterly worth- 
less. 

5790. That is assuming a good deal. I am 
asking this: when a Government with which we 
have international relations and from whose court 
we receive a minister, are offering a loan to the 
public at a certain price, what means have the 
public of knowing what private arrangements 
they have made with regard to the loan con- 
tractor ?—They have no means whatever of know- 
ing it. 

5791. I do not know whether you know 
enough of the character of the dealings on the 
Stock Exchange to know whether the business 
of a Stock Exchange broker does not involve a 
corresponding obligation on his part to protect 
his chent against investments founded upon mis- 
representation and fraud ?—I suppose if a stock- 
broker knew that any statement had been founded 
on misrepresentation he would not recommend 
his client to embark in that undertaking. 

5792. Does not the general principle of broker- 
age or agency involve an obligation of that kind 
which I have described ?—I suppose it does. 

5793. Can the brokers fulfil such obligations 
without being in possession of the necessary in- 
formation on the subject ?—The brokers always 
know, if they choose to find out, whether a loan 
is good or not. 

5794. But I am informed by brokers that they 
do not know what the private arrangements of 
the borrowing Government with the contractor 
are ?—They do not know what the private ar- 


. rangements .are with the contractor, but they 


know very well whether the loan is good or not. 
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5795. They may have an opinion as to the sole ; 


vency of the Government,.but have they any 
means of knowing what are the private conditions 
agreed to between the foreign Government and 
the contractor?—No, I do not suppose they 
have. 


5796. Then I will ask you this question; sup-_ 


posing that they cannot efficiently protect their 


client without such information, and that they — 


at present have no means of obtaining such infor- 


mation, will it not be the duty of the Committee 


of the Stock Exchange to refuse a settling day 
for any foreign loan until it is acquainted with 
the terms of the agreement between the loan con- 
tractor and the foreign State ?—I certainly think 
that it is not the duty of the Committee of the 
Stock Exchange to refuse a settling day. I think 
you are confusing a settling day and a quotation. 
If they refused a settling day it would bea hard- 
ship for the people who bought the stock. 

5797. I meant a quotation; would it not be 
their duty to refuse that ?—I think it is not their 
business at all to do so, because, supposing the 
Stock Exchange or this House were to pass a 
law enacting that you were to put in your pro- 
spectus the terms of your contract with the Go- 
vernment, you would have loans introduced 
without that, and you would have a worse class 
of loans introduced. 

5798. Does the objection to that suggestion 
consist in its being unsoand in theory, or in its 
being easily evaded in practice ?—It relates to 
both. You have no more right to ask me at what 
price I have got a loan than you have to ask a 
man what price he gives for a horse. 

5799. But supposing that the client of the 
broker cannot, without that information, be pro- 
perly informed whether he should invest his 
money in that loan?—The majority of men do 
not write through brokers, they write for them- 
selves. 

5800. The country clergymen and widows 
write through brokers, I presume?—Those are 
not the majority of the people; the majority of 
the people judge for themselves. The majority 
of the people, in my opinion, who wrote for these 
loans wrote for them because they had made a 
good deal of money by former foreign loans, and 
having done so they thought that the new loan 
which had been introduced was equally as good 
as its predecessors. 

5801. You think any provision of that kind 
would be easily evaded ?—Very easily evaded. 


Mr. Puleston. mas 


/ 5802. We have been talking here about syndi- 


cates, and also about dealings before allotment ; 
will you give us your opinion on those points ?— 
If the Committee of the Stock Exchange can 
prevent dealings before allotment, I should be 
very glad to see that done; but I do not think it 
would be fair to make it penal for a loan con- 
tractor to buy back when you allow people to sell 
against a loan and depress it to a discount. It is 
a question for the Committee of the Stock Ex- 
change to decide with the members if they can 
put down dealing before allotment. 

5803. You would not think it wise, then, to 
legislate on that subject at all?—If you could 
frame a law which could not be evaded, it would 
be very wise to do so; I do not think it would 
last very long. 
cannot put it down. 


Betting is not legal, but you — 
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Mr. Puleston—continued. 

/$804. Is there anything, in your judgment, 
objectionable in the system of syndicates /—The 
word “syndicate” now has a very bad sound ; 
but originally a syndicate was only an associa- 
tion of people to do together what one man. had 
done. 

Chairman, 


5805. It might be just or unjust ?—Yes. 


Sir Henry Holtand. 


5806. A quotation is now given of the whole 
amount cf the loan; but it has been suggested to 


us that it might be desirable, for the protection 


of the public, that, though the quotation should 
be, in the first instance, for the whole amount of 
the loan, from time to time information should be 
afforded as to the amount that has been actually 
issued; have you any observation to make on 
that point ?—That is to say, the Stock Exchange 
Committee only give a quotation if you hand 
them in a certificate that the whole loan has been 


subscribed and allotted. Now, on the Continent 


they do not ask for that at all; they give you a 
quotation for a loan when it has not been sub- 
scribed and allotted, and consequently the people 
abroad who bring out loans do not think it neces- 
sary to buy back stock to re-allot it again. You 
could get over that difficulty by saying that the 
Stock Exchange should grant a quotation for the 
whole loan, whether it had been written for or 
not. 

6807. Do you think that if the amount actually 
issued were stated from time to time, it would 
be for the protection of the public, and that it 
would be practicable ?—I do not think it would. 

5808. What difficulty would there be if the 
contractor or agents who brought out the loan 
from time to time gave that information ?—Sup- 


posing the loan were brought out and it did not 


succeed, and you stated to the Stock Exchange, 
or to the public, that only a quarter or half of 
the loan had been written for, then they might 
ask you what you were going to do with the 
rest of the loan, and if the Government did not 
undertake to withdraw it from the market, the 
original purchasers might be disposed to sell at a 
sacrifice, to part with their property at a con- 
siderable loss. 

5809. I do not propose that the committee of 
the Stock Exchange should ask those questions? 
—If the Committee of the Stock Exchange did 
not ask those questions, the Press would ask 
them. 

5810. Would not that be to a certain extent a 
protection to the public, if the amount actually 
issued were stated from time to time ?—It might 
to a slight extent. 

5811. It would enable the public to know the 
real state of that loan ?— Yes, to a certain extent. 

5812. It would enable them to know from 
time to time whether the loan was really being 
taken up or not; whether it was favourably 
viewed in the market or not?—I think they 
generally know whether it is favourably viewed 
or not. 

5813. You may know it, but the public out of 
doors judge from the quotations only ?—They 
know it out of doors very well too. 

5814, You admit that it would give some in- 


formation to the public, and so far bea protection 


to them if what I suggest were done?—Yes. 
__5815. Then it has been suggested to us that 
if the borrowing Government took by their con- 
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tract a power to re-purchase, that fact should be 
stated in the prospectus ; have you any observa- 
tions to make on that suggestion?—I have never 
known a borrowing Government take that 
power. 

5816. We have now before us some instances 
in which they have done so, and the question 
which I ask is, whether, if a foreign Government 
does reserve to itself that power, it should not be 
stated in the prospectus ?—I do not see the 
slightest use in stating it in the prospectus, be- 
cause if the Government wanted to take that 
power they would not state it in the prospectus, 
but would employ a third party to buy for them. 

5817. You think it would be evaded, in short ? 
—It would be evaded at once. 

5818. Practically, it would be evaded always, 
you think ?—Yes, always evaded. 

5819. Then we have had some information as 
to the repudiation by foreign Governments of 
the powers of their agent after the loan has been 
issued ; and it has been suggested to us that the 
authority of the agent should be registered, or 
lodged at the Foreign Office or some public 
office; do you think that there would: be any 
objection to that ?—Not the smallest objection to 
it. 

Mr. Ellice. 

5820. I think you said just now that the 
public must judge of the credit of the borrowing 
Government from the terms they offer?—No; I 
said they must judge of it by what they know of 
it generally. 

5821. And, I suppose, if it is known that the 
Government is seeking to borrow at 60 per cent., 
that would imply rather a low state of credit ?— 
I do not suppose that when a Government wants 
to borrow, it states at what rate it wants to 
borrow. It asks people to come and make terms, 
and it takes those terms which are most advan- 
tageous to it. 

5822. How are the public, who asked to lend 
to a Government, to judge of the value of the 
security unless they know something of the terms 
on which that Government seeks to borrow ?— 
The public judge of the value of the security by 
their knowledge of the country itself. 

5823. For instance, take the outside publics. 
what could they know of the state of Honduras ? 
—The outside public knew no more of the state 
of Honduras than they did of a great many other 
South American countries; but,as they had made 
money by subscribing to other foreign loans, they 
thought, “ We will run the chance in this case 
as we have done before and been successful.” 

5824. You do not think that the public ought 
to know the truth as to the terms on which the 
borrowing Government seeks to borrow ?—No, 


I do not think they ought; any law might be- 


evaded. There was a loan introduced into this 
country, not quoted on the Stock Exchange, 
which met with greater favour than any loan that 
has been introduced; I do not know how many 
times it was written for. That was a loan for 
the Confederate States of America; the public 
simply wrote for that loan, because they thought 
the Confederate States then in rebellion against 
the United States would be victorious. 

5825. They took it on speculation, you mean? 
—Yes. 

Sir Henry James. 

5826. I understand your feeling would be, that 
if the contracts were disclosed between the con- 
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tractor and the borrowing Government the loans 
would be issued out of this country ?—Yes, 
certainly. 

5827. But would not the borrowing Govern- 
ment have to come to this country for the 
money ?-- Not always; if they did, the agents of 
the foreign Governments abroad would manage to 
place the bonds here without issuing a pro- 
spectus, by evading the law. 

5828. But they would have to tell the English 
public that there were reasons why the loan 
could not be issued here ?—No; they would 
simply say that it did not suit these Governments 
to state everything, and the public here would 
subscribe just the same. 

5829. Your view is that the English public, if 
they knew that under our law they would be 
informed of the whole contracts between the 
contractor and the Government, would subscribe 
just the same in a case where they did not know 
what those contracts were ?—- Yes. 

5830. That is your experience of the English 
public ?—Yes. 

5831. You have had experience, however, only 
in good loans ?— Only in good loans, I am happy 
to say. 

5832. Do not you think it would be a warning 
to the English public, that there was something 
that would not bear to be made public to them ? 
—No; I think in time they would get accustomed 
to subscribe and take foreign securities in that 
way, iust as they do now. Perhaps the first 
loan under that state of the law would be more 
difficult to place in that way; but after the first 
loan, I think they would all go off just as now. 

5833. From whom would the objection to the 
publication of the facts come ?—Both from the 
Government and from the contractor. Good 
Governments would not hear of it for one 
moment. 

5834. Most of these loans are borrowed under 
some decree, or some authority of that kind ?— 
Most of them. 

5835. Is not the commission known, then ?— 
Not always. . 

5836. Surely the Government in its own 
country must-let the public know what sum it 
has received net?—Not for a lengthened time. 
There are a great many things which the Go- 
yernment would have to put in the contract, 
whether it had received any money before the 
loan in the way of advances and so on, which a 
Government does not choose to disclose. Sup- 
posing I have advanced a sum of money to a 
Government, and the Government say : “ It does 
not suit us to pay you out of our revenue, but we 
will raise a loan for railway purposes out of 
which we will pay you;” if it were to state in a 
prospectus that a loan was to be issued for so 
many millions, of which one million was to repay 
me, it is evident that the public would say it is 
not a bond fide thing. 

5837. Why should they say it was not a bond 
fide thing, if it were a bond fide thing?— 
They would come and ask for explanations, and 
the Government would object to their secrets 
being known. 

5838. That-is the ground on which you object 
to the public knowing that fact ?—It would be 
evaded in every way and every day. 

5839. I understand you to think that deceptive 
statements may be put into the contracts ; as, for 
instance, that the Government may pay a higher 
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rate per mile for a railway, in order to give the 
contractor a. profit?—Yes, a bad Government 
might do so. 

5840. But you must find a Government willing 
so to deceive, and a contractor equally ready so 
to deceive ?—I said a bad Government would d 
it, not a good one. 

5841. And a bad contractor, | am afraid ?— 
Yes, . 

5842. You do not wish us to frame the law to . 
meet those cases?—Yes; but I consider that % ; 
good Governments and good contractors do not — {| 
want laws framed. i 

5843. Do you think the English public do not fi 
want laws framed either ?—I think, asa rule, 
they take care of themselves, and the more strin- 
gent you make the law the better guarantee you 
give to bad loans. a 

5844. Do you regard the Stock Exchange, | 
through its committee, as a body whose duty it is A 
to protect the public at all?—I think the Stock 
Exchange Committee have framed laws which i 
they think will protect the public, and those laws | 
are very stringent, and the result of that is, that 
the laws have been evaded; I do not like to use 
that word “evaded,” but the laws have been 
complied with to the detriment of the public. © 


5845. I suppose you look.at the Stock Ex- = 
change as a voluntary trading body ?—Yes. 
5846. And you must leave it to their discre- 
tion to do what they think best ?—To the Com- 
mittee of the Stock Exchange. i 


5847. Do you regard it that they owe a primary 
duty to their own body, and to the interests of ef 
their body, or to the public?—I think they try it 
to do what is in the interest of the public, to the : 
best of their ability. 

5848. Still, surely, from the nature of their j 
existence, they being a trading body, the interests |" 
of that trading body have to be considered too ? } 
—I do not think that the Committee of the Stock by 
Exchange would consider the trading interests of ’ 
the body to the detriment of the public. I may 
tell you candidly that I do not approve of the 
quotation being a record of the value of the 
stock ; I think that official quotation ought sim- 
ply to bea record of dealings. The moment you 
say that any body of men is to decide upon the 
value of a quotation, you assign to them a very 
difficult task, and the committee of the ‘Stock 
Exchange do not pretend to judge of the value of 
a security; they only say, “ We will judge whe- 
ther certain documents are in order.” 

5849. Of course they are leaving the public to 
look after‘their own interests to that extent ?— 
Yes. 

5850. Unless a very gross case were brought 
to their notice, they would not make any dith- 
culty in giving a quotation ?—No. 

5851. As to the value of the security, they 
would make no search ?—If anything were stated 
in the prospectus about the value, I think they 
would search after it. 

5852. You do think dealings before allotment 
somewhat of an evil, I gather?—Yes, I think 
that an evil decidedly. ; : 

5853. Would you leave it to the Stock Ex- 
change body to check that evil, if they can?—If 
they can. ; i 

5854. And I understand you to say that if — 
they cannot we cannot; that practically you must = 
leave it to the trading body ?—I fancy if you — 
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were to tell them they must insist upon it, they 
would find some means of avoiding it. 

5855. Do you think so?—The chairman of the 
committee of the Stock Exchange thinks that if 
a law were passed, and the committee of the 
Stock Exchange went against the law, they 
would turn out a member of the Stock Exchange 
who did not fulfil his bargains. If they turned 
out aman who did fulfil his bargains made before 
allotment that would be of some avail; but you 
must act in conjunction with them; that is my 
individual view. 

Chairman. 

5856. May I ask when you come to allot one 
of your loans, on what principle do you conduct 
your allotment?—We first add up the applica- 


_ tions, and see how many applications we have re- 


ceived, and then we separate the applications as 
far as we can, dividing those that we consider 
bond fide from those that we consider to be of a 
speculative nature; and we begin by allotting to 


the bond fide subscribers as much as we can, and 


the rest come afterwards in a different character. 

5857. You begin with the undoubtedly good? 
—Yes. 

5858. And then the next category is what ?— 
Those that we know are applications of a specu- 
lative character, but from persons who we think 
will hold the stock for a certain time; and then 
the next eategory consists of those that we think 
have only written for the sake of the premium 
for the time being. 


Mr. Puleston. 


5859. The allotment is arbitrary in fact ?— 
We state in our prespectus that it is so. 
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* 5860. You do not allot to persons that you do 
not know something about ?—No. 

5861. You are conversant with first class loans, 
and do not know how people deal in inferior 
ones ?—Yes. 


Mr. Puleston. 


6862. The quotation as given now on. the 
Stock Exchange is without reference to the 
amount subscribed, is it not ?—lI think it is only 
if you hand in a certificate that the whole of the 
loan has been written for unconditionally. 


5863. That is not so in the case of a foreign 
loan, is it?—In the case of a foreign loan, I 
believe, they always ask for that certificate. I 
do not know why they should ask for it if they 
did not want it. As our loans have always been 
fully subscribed I can only gather the rule from 
what has happened in our case. 


5864. In answer to Sir Henry Holland, you 
admitted that the publication of the amount sub- 
scribed from time to time to the public would be 
useful. Supposing half of a loan only were taken, 
would not the knowledge of that fact by the 
public prevent morally the subscription to the 
loan becoming a success ?—Yes. 


5865. Whereas if no publication were made 


then in all probability it would be a success ;. 
although a very good loan, yet good loans do not. 


always go, and that loan being good and useful 


for the public as well as for the Government, in, 


the absence of publication, would go ?—Yes. 


5866. With publication it would not ?—Cer- 
tainly. 


Mr. Henry Brinstey SHERIDAN, a Member of the House, sworn. 


Chairman. 


5867. You have brought a Bill into the House 
of Commons which is now before this Committee ; 
have you any statement that you wish to make 
concerning it?—I have not been connected in 
any way with the introduction of foreign loans; 
I can only give evidence upon the subject of the 


‘Bill which has been referred to this Commitee. 


5868. Is there anything that you would like 
to say about that Bill ?—My attention was drawn 


- to this subject from the circumstance that I have 


been for the last seven or eight years chairman 
of the committee of Mexican bondholders, and 
my colleagues and I have been trying for the last 
seven or eight years with the Government of that 


Republic to obtain some settlement of the debt; 


that has given me some knowledge of the nature 
and character of these foreign loans. In addition 
to that I was elected at a meeting, called by Mr. 


_ Gerstenberg, at the “ London Tavern,” upon the 


first council of foreign bondholders; my atten- 
tion has, therefore, been called to the question 
from this point of view, the protection of the in- 
vestors against the foreign Government, and from 
no other point of view; not from the point of 
view of making provisions which shall catch or 


~ entrap the agents in this country, but from the 


point of view that we shall not be caught and 
entrapped by the foreign Government, and that 


‘such restrictions shall be made that an agent 


would be compelled, before introducing his loan, 
to give such information to the public as would 
0.64. 


Chairman—continued. 


be a proper guide to them. Now the point that 
most influenced me in that decision was the cir- 
cumstance that I found these Governments were 


in the habit of offering the same security, pro-- 


bably one already dishonoured security; as an in-- 


ducement to other persons to invest money im - 


them; they would shuffle a great deal with re- 
ference to the character of the security; they 
would say: “ This is not precisely the same 
security which has been already dishonoured with 
English creditors; this is only part of. that 
security; this isa part which has not been already 
hypothecated or assigned ;” and in various shifty 
ways they would make offers of the sort to which 
I refer. I thought the only way to stop that 
would be by registration, by registering the 


character of the securities offered by these Go- - 


vernments as an inducemeut to investors, and 
that then they would be deprived of the excuse 
which they now have; that it is not the same 
security as they offered to another country, or to 
another Stock Exchange, because an office copy 
of the precise description of the security re- 
gistered in this country with the Registrar of 
Joint Stock Companies sent to foreign bourses, 
would certainly prevent any persons in those 
places from investing on the same security. With 
these views, the Session before last I gave notice, 
on the last day of the Session, that I would, 
in the succeeding Session, move for a Com- 
mittee to inquire into the question of foreign 
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Chairman—continued. 


loans, my mind being more directed to the 
question of Mexican loans than any other 
point, and not bearing in view the question which 
this Committee was appointed to consider. Of 
course, when the Session came, there was a dis- 
solution, and some of us were not here till the 
Session was half gone through, but that which 
prevented me from bringing the question forward 
was, that negotiations had been opened with the 
Government of Mexico with reference to the 
settlement of the Mexican debt, and I therefore 
thought it indiscreet to go on with the Bill 
then. I prepared the Bill last year which has 
been introduced this year. It was not prepared 
in the light of the evidence which this Committee 
has taken, but with the sole view of registration, 
to protect the investors against foreign Govern- 
ments. 

5869. Have you anything to say about the first 
clause of the Bill: “All proposals to borrow 
money in England by public loans, made by 
foreign States, only municipal bodies or corpora- 
tions in such States, or by their agents, for national, 
municipal, or other purposes, and the names and 
addresses of such agents in England, shall be 
registered by the Registrar of Joint Stock Com- 
panies” ?—The word “ proposals” includes the 
word “prospectus;” but the word prospectus 
would be the best word; and possibly, supposing 
any Bill or any modification of a Bill of this sort 
were adopted by this Committee, you would put 
in words which would show that it was a pro- 
spectus issued to the public. Of course that 
word “proposals” does not, as Mr. Cohen sup- 
posed, refer to any private proposals which may 
be made; words could be put in there to this 
effect, “any prospectus issued,” 

5870. Are not these things registered already 
on the Stock Exchange ?—The Stock Exchange 
is not a registration office. 

5871. 1 know it is not, but are they not practi- 
cally registered on the Stock Exchange ?—It is 
impossible; they cannot be registered there, if 
you mean for the purposes of the public. 

5872. No, I did not say that, but for the pur- 
poses of the Stock Exchange ?—They may be 
registered for~the purposes of the Stock Ex- 
change. 

5873. Your proposal is that they should be 
registered by the Registrar as joint stock com- 
panies ?— Yes. 

5874. It occurs to me to ask whether we may 
not avail ourselves of an existing registration, 
namely, that by the Stock Exchange ? — The 
Stock Exchange is a body of persons interested 
in foreign loans, and could in no way afford a 
registry for the public. 


Sir Henry Holland. 


5875. I do not understand, if you confine it 
to a prospectus, what good you propose to effect 
by the registration, if an action is brought 
against parties for fraudulent misrepresentation 
in a prospectus. I have never known a case 
of the fact of a prospectus having been issued, 
or the terms of it, having been a matter of any 
difficulty ?—We shall come to that presently, in 
one of the other clauses. 

5876. I understood that “ proposals ” included 
all kinds of contracts and preparatory negotia- 
tions, but you have now cut it down to pro- 
spectus?—The word “proposal” includes the 
word “prospectus” in my mind. 


MINUTES OF EVIDENCE TAKEN BEFORE THE 
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Mr. Pulesion, 


5877. Does it mean nothing but prospectus ? 
—It means nothing but prospectus. 


Sir Henry Holland. 


5878. What object do you~ propose to effect 
by registering the prospectus, because there is 
never any dispute, I think, as to the fact of 
the prospectus being issued, or as to the terms 
of it?—That is a large question. We wish to 
secure that the prospectus shall properly state 
the facts, and directly we come to the question 
of the appointment of an agent, the agent is re- 
sponsible for that prospectus. 

5879. So agents are now, and the fact of its 
being registered will make no difference, will it? 
—I think I shall show you presently that they 
are not responsible now. The agent may be a 
foreigner, and have no domicile in this country, 
and then you cannot sue him. 

5880. Some time or other I should like to 
know the object you propose; could you not 
state it now shortly ?—First of all you extend 
the principle which the Legislature has laid down 
already. There shall be registration in all cases 
of financial enterprise. 2 

| 
Chairman. 

5881. Where has it laid down that principle ? 
—In the principle of the various Joint Stock 
Companies’ Acts. 


Sir Henry Holland. 


5882. You have limited it to the prospectus ? 
—But prospectuses or certain documents have to 
be registered under the Joint Stock Companies’ 
Act. 


Chairman. 


5883. Has the prospectus of a joint stock com- 
pany to be registered ?—No, only a list of share- 
holders that have preferences, and of articles, 
with joint stock companies. Under the Regis- 
tration Act your prospectus would have to in- 
clude every description of contract which has 
been entered into which affects the property 
offered for sale; here by this Bill no proposal of 
that sort has been suggested. The proposal of 
a foreign loan need not recite any contract into 
which the contractor or the agent of a foreign 
Government has entered; a prospectus under the 
Joint Stock Companies’ Act contains a great 
deal more than a proposal for a loan would con- 
tain. 


Sir Henry James. 


5884. You want this prospectus registered for 
the protection of the public ?—Yes. 

5885. How would it protect the public having 
a copy of the prospectus in a registration office, 
more than in a file of every newspaper published 
in London?—The newspapers are not always 
get-at-able; a registration office is the proper 
office to file any document in that is a legal docu- 
ment. 

5886, Would not either issuing the prospectus 
to the public, the proposed allottees, as publish- 
ing it ina newspaper, be a sufficient guarantee 
to the public ?—It may happen that you want to 
bring an action against the agent who has pub- 
lished that prospectus, Where can you get it? | 


5887. From any allottee, or in the file of any — 


London newspaper ?— Would it not be better to 
get it from a public officer? 


ix b 
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Chairman. 


5888. It would be more satisfactory to the 
public officer ?—It ‘would be very loose if the 


other plan were adopted. 


Mr. Puleston. 


5889. If a loan is issued and people subscribe 
to it on the faith of the prospectus, the registra- 


— tion of the prospectus would not make any differ- 


ence ’—But where do you get your prospectus 
from ? 
Sir Henry Holland. 


5890. There never has been the slightest diffi- 
culty in getting the prospectus, has there ?—I am 
taking it from a legal point of view. An allottee 
might say in court, “ This is the prospectus that 
was sent to me by post, and upon this I invested.” 
It is not so good evidence as if he had got it from 
the registration office. 


Sir Henry James. 


5891. Itis better in this respect, because it 
shows that he acted upon it; if it came from the 
registration office he may never have seen it?— 
In that point of view it is so. 


Chairman. 

5892. Now, on Clause 2 have you anything to 
say ?—I think it might be well to strike out the 
words “other documents” before the words “ en- 
tered into by such agents either in England or in 
foreign states, with-a view to negociate and effect 
such loans.” There may be contracts in Italy, 
or in Spain, for waterworks, or for a harbour, or 
for a railway ; and, of course, it would be neces- 
sary that you should have certified copies, that is 
to say, a copy certified by the proper authority 
who would be the syndic in those cities, here the 
consul or the representative of the Government ; 
properly certified copies of these contracts could 
be filed here. 

5893. This would include a contract entered 


into by these agents with the Government, would 


it not ?—Yes; with the Government, or the muni- 
cipality. 

5894. Including the amount of commission, 
and those things ?—It would include, as the Bill 
stands, the amount of commission. 

5895. There are things that are to be regis- 
tered, but they need not appear in the prospectus 
at all, as I understand, according to you ?—Not 
in these cases. 

5896. Wouldit not be rather awkward that you 
should have a prospectus stating one thing, and 
then have another set of things registered that 
nobody’s attention is called to ?—If they ought to 
be made known to the public, ought not some 
means to be taken for that purpose?—There need 
not necessarily be any collision of facts there ; the 
agent will state so much as he chooses, and the 
public will know where they can get detailed 
information if they desire it. ° 

5897. Suppose the agent omits the revenue 
and taxes from the prospectus?—The Govern- 
ment would not be able to raise the money after 
this Act passed, if those things were not regis- 
tered, 

5898. Do you expect that people would go and 
search these registries for that ?—No; that is 
what experience shows. 

5899. I do not see the advantage of that pro- 
vision then?—There would be after advantages. 
eevee: as we find unfortunately tv be the 
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Chairman—continued. 


case, dividends were not received froin these 
states or municipalities or corporations, we should 
look to the assignments and securities, and so on, 
registered to see what the remedy was. 

5900. There is nothing in the Bill here that 
enables the public to know unless they go to this 
registry and search?—You may put in the Bill 
if you like that they should be compelled to in- 
sert it in the prospectus as well. 

5901. The mere fact of registration alone would 
not, I apprehend, practically affect the matter 
very much, would it?—It would affect it very 
much practically when you come to the question 
of recovering. 


Sir Henry James. 


5902. I see you have got in your Bill “ certi- 
fied copies of all contracts, agreements, or other 
material documents entered into by such agents.” 
Who is to determine what would be a material 
document ?—If an agent has an action brought 
against him under the penal clause of the Act, it 
would be for a court of law or equity to decide 
what was material; and as the courts in future 
are to sit armed with both jurisdictions, it would 
not involve much expense for a person under 
this Act to show his equitable right. 

5903. Would it not be hard upon the agent, if 
he thought it immaterial and the judge took 
another view?—The judge in equity would 
require special damage to be shown in favour of 
the invester. It must be shown that it is a 
material document. 

5904. You mean that it would not be material, 
unless the investor had received special damage 
from its not being inserted ?—Yes. 

5905. Then you have got also the words, * All 
contracts, agreements, or other material docu- 
ments entered into by such agents, either in 
England or in foreign States, with a view to 
negotiate and effect such loans, or in any manner 
relating thereto.” Those are very broad words ? 
—Yes; “ In any manner relating thereto” should 
come out. 

5906. You have then got these words, “ to- 
gether with the particulars of the revenue, and 
taxes of such foreign states” ?— That ailudes 
more to small states, such as the Italian State. 

5907. Do you think you can apply that to 
Russia or France ?—I would not apply it to 
Russia or France, because Russia, for instance, 
would offer to raise a loan by an offer to raise it 
on her credit, without pledging any tax. It 
would be simply this: “I, Russia, want to borrow 
so much money.” 

5908. In this registration you only wish to 
register the amount of the security hypothe- 
cated ?-—Yes. Ifa foreign state did not specify 
any particular tax or revenue, it would not be 
registered. , 

5909. If it were able to borrow on its public 
credit without special hypothecation, you would 
not require registration ?—No. 


Mr. Walter. 


5910. Is it your opinion that the arrangements 
between the contracting State and the agents 
should be stated in the prospectus ?—This Bill 
requires that it should be so stated. The words 
are, “contracts, agreements, &c.” That would 
include the statement as to what the commission 
was. 
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Mr. Puleston. 


5911. Did you hear Mr. Rothschild’s evi- 
dence ?—Part of it. 

5912. He stated that the Bill would be evaded 
by the contract saying that there should be 1 per 
cent. commission only, but that the amount 
would be made up in contracts between the House 
and the Government for building a railroad, or 
something like that; that, for instance, a railroad 
which ordinarily ought to cost 10,0007. or 
15,0002. a mile, would be put down at 20,0007. 
or 25,000/.; does the clause cover that case ?— 
It is very likely that if the Committee were to 
decide upon so stringent a provision as that there 
would be found means of evading it; the prin- 
ciple, however, would be laid down. 

5913. Does your clause provide for publishing 
such a contract ?—These words are very large, 
and they would include such a contract. ‘This 
clause also contains in the amendments which I 
have made these words: “together with a state- 
ment of the charges already ‘made, if any, in 
reference to such securities.” There are a num- 
ber of loans in small States that would be easily 
managed in this country if the particulars of their 
former charges were made. In Belgium, I am 
told, in consequence of the strict manner in which 
all charges upon property are registered, they 
can raise money at a very cheap rate. The States 
would find it much easier to raise money here if 
the public were sure that all the hypothecations 
and mortgages were stated in the proposal. 


Chairman. 


5914. Now as to Clause 3, that is, as to régis- 
tration of accounts and other matters, after the 
loan has been raised ?—Yes. 

5915. What is the particular advantage of 
that ?—The money raised by public loans would 
have to be shown, and the amount paid over to 
the foreign Government would have to be stated 
within one month after each instalment of a loan 
had been paid. There could, with such a clause 
as that, be no such circumstances as those with 
which the Committee has been made acquainted, 
with reference to the retention of nearly all the 
money. ; 

5916. Would not the effect of it be to enable 
people if things did not turn out well to enter 
into endless litigation; if people did not like 
their bargain they would go and hunt in these 
documents for grounds for repudiating their un- 
dertaking ?—W ould it not be of the same effect 
now in the Joint Stock Companies Act? You 


_ may extend those or diminish them in the scope 


of the action, but the principle must be precisely 
the same. 

5917. Isee you have added to clause 3, that the 
names and addresses of the allottees shall be 
given ?—Yes; I think it would be very impor- 
tant, although in foreign loans it would be impos- 
sible for you at any time to know who are the 
holders of the stock,. because they are payable to 
bearer ; still the first list would be a very great 
guide. 


Sir Henry James. 


5918. This clause goes on the same lines as 
the provision, that there is a registry to be kept 
of all the shareholders of a jomt stock eompany ? 
—Yes. We have, amongst the Mexican loans, 
bondholders who have held from the very earliest 
moment on which that security was issued. 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


Sir Henry Holland. t 


: c ; . 

5919. You say, in this clause, “showing the 1 | 
net amount paid or transferred by such agents to «| 
| | 


the foreign states, municipal bodies, or corpora- 
tions, which they represent, and the amount re- 
tained by them by way of agency, commission, 
or otherwise, or in any manner relating thereto”; 
do you think it at all likely that any foreign Go- 
vernment would allow all that to be stated; 
would it not be the case that the result of this 
provision would be that foreign Governments 
would go abroad with their loans?—Of course I 
cannot dispute the authority of such witnesses 
as you have had; but my impression is that they 
could not get the money abroad; they all come 
to England for their money. 

5920. Are you not aware that they can get 
the money from England without issuing the 
prospectus here ?—I do not think they can do it so 


=< 


easily ; an investor here would then have to em- - 


ploy two brokers; he would have to have ex- 
plained to him how it is that it is not brought out 
in this country, and that would be a difficult ex- 
planation to give; he would have to send abroad 
for his dividends; and any agent here would 
become an agent almost within the meaning of 
this Act. ais 

5921. You say aman would ask why did the 
Government go abroad, but if good Governments 
go abroad, as we are told they would, the public 
are not protected ?—But good Governments would 
not be affected by this clause. 

5922. But we have had it in evidence that no 
good Government would allow such statements 
as those to be registered about the amount ob- 
tained by the agent in the first place, and then: 
“The amount retained by them by way of 
agency, commission, or otherwise, or in any man- 
ner relating thereto”?—A good Government 
would only have two documents filed ; the first, 
its proposal for the loan; and the second, the 
commission agreed to; and there would be none 
of these complications with good Governments. 

5923. Suppose the Government wished the 
agent to retain part of the proceeds of the loan, 
and purchase railway stock, for example; that 
would have to be registered, would it not, under 
this clause ?>—You mean, supposing the Govern- 
ment, after the loan had been completed, and 
after the Government had received the product 
of that loan, wished to do something else with it, 
to buy arms, or to make a railway, that would 


have to be disclosed? Nothing of the sort. The | | 


one set of the accounts would have to be completed ; 
the product of the loan would be handed over to 
the Government, and then the Government might 
lay it out as it pleased; any agreement with the 
Government to buy arms or to buy a vessel, 
would not have to be registered. 

5924. What does this mean, “ Within one 
month after allotment the agent shall register 
certified copies of all accounts, vouchers, and 
other documents, showing the net amount paid 
or transferred by such agents to the foreign 
states, municipal bodies, or corporations which 


they represent, and the amount retained by them _ 


by way of agency, commission or otherwise, or in 

any manner relating thereto.” Supposing within 
‘ 1 al 

a month after allotment the borrowing Govern- 


ment wished the agent to lay out some of the 


proceeds in the purchase of railway stock, that 


would have to be registered, as { understand this’ ' 
clause ?—No, that would be mixing up two 


different 


different accounts. 
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Sir Henry Hollund—continued. 


Such a state of facts has no 
relation to the’ provisions of this clause. The 
Government might authorise its agent to buy 
horses or carriages, or anything ; the Government 
would give 2 receipt for the product of the loan ; 
and any other transactions between the agent 
and the Government would have no reference to 
the loan.. That would simply be the way in 
which the Government used the loan. 

5925. It says in this clause, “ the net amount ae 
—That is in reference to the loan itself. If I 
were the agent for the loan, and if I nad to hand 
over amillion, and the Government said, “ Keep 
half a million for the purchase of so-and-so,” I 
should say, “ Give me a receipt for the million, 
and then tell me what I am to do with the 
500,000 2. which you propose to return to me.” 

5926. You do not think that that information 
of which I speak would have to be put in the 
documents registered?—Not in the remotest 
degree. 1 

5927. You do not wish at all events that. in- 
formation to be registered?—No; that is not 
within the intention of the clause. 


Chairman. 


5928. Section 4 is with reference to registering 
the statutes of foreign companies raising money 5 
what advantage do you propose by that ?—You 
register them now in joint stock companies, the 
statutes and the articles of association and the 
deeds and documents. I should suggest either 
repeal the Joint Stock Companies Acts, or extend 
them to such cases as these. 

5929. Do you think that loans and joint stock 
companies are altogether 7m part materia ?— 
These are loans on public works abroad. Sup- 
posing railway companies come here and wish to 
borrow money, they should certainly file their 
statutes to show that they have the power, and 
to what extent they have the power, to borrow, 
and whether those powers have been limited in 
any way by their private agreements with other 
companies. They might offer, as a security for 
the raising of money upon railway debentures, a 


‘security which is worthless, and if you do not 


have these things filed you have no substantial 
evidence of the value of the security. 

5930, Now the 5th clause relates to registering 
the addresses of agents; that is to enable persons 
to sue agents?—It is a very important clause, 
providing that the agents instructed by foreign 
Governments in these cases should be registered. 
You have had the evidence either of Mr. Cohen 
or Mr. De Zoete that the Governments sometimes 
repudiate theiragents, and you have had evidence 
that the agents are often foreigners, and that 
between allotment and the time of payment of 
the first dividend these foreigners are not to be 
found; they have no domicile here, and by com- 
pelling the agent to have a registered address 
you bring him within the range of the English 
law; and I think the British public, after the 
experience they have had, would hesitate very 
much before they lent money to aforeign agent 5 
they would be very chary of lending when the 
agent was a foreigner. If his domicile is’ stated 
you can serve notices upon him and obtain in- 
formation. Now it very often happens that after 
the allotment the subscribers in a few months 
do not know’ to'whom to apply for information. 
The idea that) I have is to protect tle investor 
. 0,64, 
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Chairman—continued. 


against the Government, not in any manner to 
complicate matters for the agent. 


Sir Henry James. 


5931. Does your clause meet the case where 
the representative of a foreign Government, say 
a minister, or even an attaché, is the agent ?—A 
regularly appointed agent do you mean? 

5932. As the agent within the meaning of your 
section?—If he registered his address as_ the 
agent that would do. 

5933. How can you proceed against him if he 
has got his diplomatic privilege ?—That would 
be an awkward thing. I do not see how you 
could avoid that difficulty, unless he could file 
an agreement by his Government that he should 
not plead his privilege as a diplomatic repre- 
sentative, if proceedings were taken against him, 
and to that might be given the force of an inter- 
national obligation. 

5934. Your clause only meets the case of a 
person who is a foreigner unprotected by diplo- 
matic privilege ?— Yes. 

5935. As to serving certain notices upon him, 
that is no good if you cannot get execution 
of your judgment against him ?—Yes. 

5936. The mere fact of being able to serve a 
notice on a man does not give you any better 
remedy than before ?—Where the agent is a re- 
sponsible man, it gives you your remedy. 

5937. We have very few instances where the 
agents are foreigners other than the representa- 
tives of their Governments ?—I think you have 
had some evidence of that before this Com- 
mittee; there was Mr. Lefevre’s case. Mr. 
Cohen, I find, says in his evidence: “ The only 
way in which you could interfere with the prac- 
tice of Governments accrediting agents, and then 
repudiating them immediately afterwards, with- 
out notice to the public, would be by requiring 
careful notification at the Foreign Office.” 

5938. That is the case, as I understand, of the 
representative of the Government being regis- 
tered as such; if he has that diplomatic privilege, 
you cannot proceed against him ; this is only an 
election of domicile, which applies to any 
foreigner ?—Yes. 

5939. L do not. think that your section goes 
further than that?—I do not see how you can 
carry it further. 

5940. Supposing that man, after he has given 
his name and domicile, say Royal Exchange 
Buildings, chooses to leave the country, you have 
no remedy then ?—No; but all this shows how 
important some registration is; there are so 
many difficulties besetting it. 


Chairman. ; 


5941. Then the 6th clause of your Bill is: 
«Jf thé agents mentioned in that Act shall wil- 
fully omit to register their names and addresses 
as therein provided, or -shall wilfully omit to 
register any proposal made by them to borrow 
money in England by public loans, or to raise 
capital by the sale of shares, debenture or other- 
wise, or any material contracts, agreements, 
accounts, or other. documents relating thereto, at 
the office of the registrar of joint stock com- 
panies,” they shall be punished ; is not the 
punishment rather strong ?—It does seem so, 


but L think it seems stronger than it is. First 
ofall, the act must be a “wilful” one. 
MM 2 5942, What 
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Chairman—continued. 


5942, What does that word mean; it is gene- 
rally left out in all Acts of Parliament now, is it 
not ‘—I think the honourable and learned Mem- 
bers will construe it to mean “ corrupt.” 

5943. It means something more than inten- 
tion, does it?—It means with a view of obtain- 
ing this money. 

5944. You were going to say it would not be 
too severe ; do not you think that such a dread- 
ful penalty as this in your clause, to be incurred 
in such a number of particulars, would -deter 
people from having anything to do with these 
things ?—An agent now, if he conceals docu- 
ments, or exceeds his instructions, becomes a 
principal, and he could not plead his agency, and 
therefore it is not creating new law. 

5945. A new punishment is created by the 
clause ?—Supposing you put in the words, 
“shall be subject to special damage,” what 
would be the difference; special damage must 
be proved now, under this clause, before an in- 
vestor could obtain any remedy against the 
agent, and then it might happen that the agent 
suffered no wrong after all, because his Govern- 
ment may be good; still I think that is very 
stringent, and IJ think if a system of registration 
were adopted by the Committee, they might 
leave out those points which seem stringent, 
though not, in fact, so very stringent. You 
might, for instance, withhold a mortgage deed, 
and nu doubt special damage could be shown 
under such circumstances as those. 


Sir Henry Holland. 


5946. In the third line of that clause you 
would read again “ prospectus,” instead of “ pro- 
posal”; you would not require them to register 
any proposal made by the agent fo borrow 
money ?—Yes; besides which, an agent could 
take a special indemnity from his Government; 
but this would hardly apply to good Govern- 
ments; there would be only two documents in 
the case of good Governments, that is, the pro- 
posal to raise ihe loan, and the appointment of 
an agent with the commission. 

5947. An agent would hardly get his Govern- 
ment to put in the word “fraudulent” in the 
indemnity they might give him ?—The Chairman 
does not mean, I apprehend, that if a man wil- 
fully withholds mortgage deeds he is not to be 
made liable at law. 


Chairman. 
5948. The other two clauses of the Bill are 


. matters of form, technical clauses ?— Yes. 


5949. Is there anything else which you wish 
to state ? —My idea was that a system of regis- 


tration might be devised by the Committee taking’ 


this Bill, or not, as you please, as the basis 
for the superstructure of some such scheme. _ I 
do not see what else you can possibly devise, 
excepting registration. The Foreign Office 
would not, of course, take in the documents to 
be left there, as some witnesses have suggested ; 
and the Stock Exchange Committee would be a 
rather worse than doubtful registry office for 
documents to be cited in courts of law. I think 
the questions of the Committee seem to point 
tothis remedy. I have given some consideration 
to this subject. I hope the Committee will bear 
in mind that I have not been devising means for 
entrapping agents, or devising penalties for 
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Chairman—coxtinued. 


them ; but my idea was that such precautions 
should be taken by the agent that the foreign 
Government should not be let off. 


5950. You have had the Mexican Government 
in your mind ?—And others. Here is a list of 
76,000,000 Z. of foreign loans at this moment in 
default. There is also, in addition to that, the 
Spanish debt of 165,000,0002, of which, though 
held by Catholics, and convents, and monastic 
Institutions principally, there is a third in this 
country. ‘Therefore you have a very large 
amount of foreign debt not all repudiated, but at 
this moment non-dividend paying; and I thought 
that some system of registration should be devised 
which would include a description particularly 
of the property to be mortgaged by these foreign 
Governments. I know a case this moment where 
a foreign Government which has not paid its 
dividends for many years takes the customs 
duties which have been assigned for those divi- 
dends, and actually invests them in another com- 
pany in this country. ‘Then again, dealings 
before allotment would of course be stopped, 
supposing a bill of this sort was passed, because 
the commission would be disclosed. 


Mr. Walter. 


5951. Is it not the practice of loan contractors 
to send their prospectuses all over the country ? 
—Yes. 

5952. Is it not therefore one of the chief 
objects to be aimed at, to take measures if pos- 
sible for securing that all the facts necessary to 
enable the public to form a true judgment as to 
the character of such loans, should be stated in 
the prospectus ?—Yes, I think that should be so, 
that everything should be stated in the prospec- 
tus or in some other way ; I think the prospectus 
is the best way. 

5953. Can you do much more to protect the 
public than by requiring that the real facts of the 
case should be stated in the prospectus ?—No, 
excepting registration. 

5954, That is merely registering the statement 
of these facts ?—Yes. 

5955. Registration would not add any fact to 
those stated in the prospectus ?—No. 

5956. Therefore the material point is, that all 
the facts of the case necessary to enable the 
public to know what they are about, should be 
stated in the prospectus ?—No doubt it would be 
a very wise arrangement. 

5957. Andis not the amount of the commission, 
if it be of such a character as to affect the quality 
of the loan, one of those facts which it is neces- 
sary the public should know?—I cannot pro- 
nounce an opinion upon that point; I think you 
have had plenty of evidence on that point; I 
agree with you that we ought to know that. If 
this Bill were to pass, and the contracts made 
between the Governments and the agents were to 
be disclosed, of course there would be no means 
of selling or dealing before allotment; there 


would not then be the opportunity that there has — 


been in some loans where 50 J. or 60 /. has been 
the real issue price, and 80 J. the price offered to 
the public. If only 32. per cent. were given as 
commission, or 5/. per cent. where a loan was 
taken firm, or partly taken firm, there would be 
no margin to deal with before allotment. | 
5958. We have had it stated by a member if 
the 


Mr. Walter—continued. 


the Stock Exchange in evidence, that if such 
facts as the amount of the commission in certain 
cases had been publicly known, that would have 
stopped the Joan altogether. Assuming that to 
be the case, is it not, in your opinion, desirable 
that such facts should be known ?—I think so. 
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Mr. Walter—continued. 


The Stock Exchange is a court of honour, and 
no technical obligation binds them but their word; 
honour is the main sanction of their dealings, and 
if the Stock Exchange were to say that they 
would, or would not, do this, I think this Com- 
mittee might very well rely upon them. 


Mr. GEorGE WEBBE MEDLEY, sworn. 


Chairman. 


5959. War is your occupation?—I am a 
dealer in United States securities. 

5960. That does not mean a broker 2—No; 
quite different. 

5961. Perhaps you will explain what the sort 
of. business is in which you are engaged 2—My 
business deals in buying and selling United States 
securities, and the business is principally brought 
to me by brokers. 

5962. Is it transacted on the Stock Ex- 
change?—It is transacted openly on the Stock 
Exchange. 


Sir Charles Russell. 


5963. I believe you have paid particular at- 
tention to the proceedings of this Committee ?—I 


ave. 

5964. And I believe you are of opinion that 
some regulations could be made to check the 
evils, which have been proved before this Com- 
mittee to exist, in the issuing of foreign loans ?— 
T am decidedly of that opinion. 

5965. Perhaps you will be good enough to 
state to the Committee in what direction you 
think preventive measures could be taken?—I 
will. I must premise that the observations I 
shall offer are simply the expression of my own 
private opinions, and that nobody else is respon- 
sible for them. If I may be permitted to do so, 
T will read a statement which I have prepared. 

5966. Am I to understand that you have a 
statement to make in respect to the mode in 
which you propose to deal with the issuing .of 
foreign loans 2__T have; I have prepared one. 
In order to cure the evil complained of, only two 
lines of action haye been brought to my no- 
tice. : 

Chairman. 

5967. Before you enter on the question of the 
remedy, will you state what is the existing evil 
and mischief which you seek to remedy 2—The 
yictimising of the public by the issue of fraudu- 
lent foreien loans. In order to cure the evil 
complained of only two lines of action have been 
brought to my notice, the first is to create some 
altogether new machinery in the way of legisla- 
tion of a stringent character. The second is to 
amend the machinery now in existence, and to 
supplement it with such legal and other formali- 
ties as may be deemed expedient. To the first 
method Iam decidedly adverse; the second is 
the one which I propose shall be adopted. With 
the permission of the Committee I will proceed 
to state my views. Some persons seem to think 
that the remedy lies in prohibiting dealings before 
allotment, and in fencing round the introduction 
of foreign loans by various stringent regulations, 
among which there shall be a compulsory regis- 
tration of official documents. There is only one 
part of these proposals with which I can agree, 


* = 


Chairman—continued. 


and that is the registration of documents. The 
advocates for stringent legislation rely, I believe, 
principally on the prohibition of dealings before 
allotment. In them they think they see the root 
of the evil. « 

Sir Charles Russell. 


5968. Will you pass over the arguments in the 
statement you have prepared, and come to your 
remedies ?—I am ready to admit that transactions 
before allotment, though not fictitious, may be 
illegitimate. I have no objection to these latter 
being put down, but, in trying to do this, let us 
not put down bond fide dealing as well; and many 
of these dealing are not only legitimate and justi- 
fiable, but in certain cases, as 1 am able to show, 
are absolutely necessary; it being understood 
that these transactions should be done at the risk 
and with the money of the contractors solely. 
To prohibit these dealings would, if it were possi- 
ple to carry out the prohibition, hinder both legiti- 
mate and illegitimate transactions; but this would 
be unjust as well as impolitic. The plan which 
I shall have the honour to submit to you will in 
my opinion effect the one without doing the other. 
I contend that to prohibit these bargains by legis- 
lative enactments would be to act in violation of 
doctrines, the truth of which experience vindi- 
cates day by day. It would interfere with free- 
dom of contract, and would be in restraint ot 
trade. It would be a revival of obsolete and ex- 
ploded principles, such as those which animated 
the laws against forestalling and regrating, and 
the provisions of the repealed Sir John Barnard’s 
Act, as well as of the Act known as Leeman’s, 
and which last is, I believe, violated with impunity 
every day. In fact everything combines to show 
the futility of legislating in this direction, and I 
am most anxious that the Committee should not 
be led astray by an ignis fatuus, and confound 
effects with causes as, 1 contend, was done in the 
framing of Leeman’s Act, which was literally 
legislating in a panic. Banks and finance com- 
panies had failed, operators had sold bears of 
shares; forgetting that post hoc was not always 
proper hoc, many people jumped to the conclu- 
sion that the bears had ruined the banks; ergo, it 


was expedient that this should be prohibited. - 


They did not consider for a moment the fact that 
bears sold ‘shares, because the management of 
these concerns was notoriously rotten. It was 
the rottenness that caused the bears, not the bears 
the rottenness. As before stated it was mistaking 
cause for effect. Let anyone sell on speculation 
a bear of 500 London and Westminster Bank 
shares, and keep to the engagement, and the 
truth of what I state will be unpleasantly 
brought home to him; and the consequence is 
that the Act remains a dead letter. I cannot 
believe that the Committee will aid in the enact- 
ment of any law founded on such an erroneous 

MM3 principle. 
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Sir Charles Russell—continued. 


principle. Were such an Act to be passed it 
would be as ineffectual as its predecessors, and 
only make one more legal loophole for the escape 
of the dishonest from their habilities. I believe 
I shall be able to show that the remedy lies in 
another direction, and that we only have to use 
the means which are at hand in order to put 
a stop to the evils complained of. I will now, 
with your permission, proceed to develope my 
plan. The remedy which I propose, and the only 
one in which I have any faith, is by means of 
publicity. I believe that in publicity lies the 
sole safeguard from the designs of the fraudulent. 
No one can be unaware of the power of the 
press. The abuses which have been remedied 
by merely turning its “fierce light” on them 
We have therefore at hand 
a tremendous engine, and I propose to use it. 
By the instrumentality of a tribunal which is 
in existence, and which until the present crisis 
has given general satisfaction, | propose to 
elicit information on every essential particular 
connected with the issue of a new foreign loan, 
to make public that information, and to have all 
the material documents relating thereto registered 
and open to public imspection. I need hardly 
say that the tribunal I mean is the Committee of 
the Stock Exchange ; and I propose that on ap- 
plication being made to them for a settlement and 
a quotation, preceded by any formalities that it 
may be deemed expedient hereafter to exact from 
the applicants, they shall require information on 
the various points mentioned in the document 
which I now produce, and shall act as therein 
stated. I have drawn out a sketch of what I 
propese. I propose that an inquiry shall be en- 
tered into as to the credentials and authorisation 
of the agent for the borrowing State; whether 
our Foreign Office would not be a better means 
of ascertaining powers, I am not prepared to say. 
Production of the contract by the contractor or 
his authorised agent, who shall be a member of 
the house, clearly showing the terms on which 
the loan has been made; the objects, industrial 
or otherwise, for which it is raised; the net cash 
to be received by the State; the security on 
which the bondholders are to rely, whether on 
the general revenues or on a special hypotheca 
tion; whether there is any trust deed drawn in 
terms consistent with the contract and with 
the prospectus ; whether it contains the names 
of parties qualified and in the circumstances fit 
to carry out the provisions thereof by way 
of receiving the instalments, holding them, and 
séeing to their proper application ; whether the 
power of appointing these trustees is vested 
in the bondholders; whether the prospectus 
agrees with the authorisation and with the con. 
tract; whether there is any private agreement, 
verbal or written, between the State on the one 
hand and theagent or contractor or any other person 
on the other; the amount of bonds bond fide 
subscribed for by the. public and taken by it at 
the issue price ; the amount of bonds unallotted, 
and in case of there being any, how the agent. or 
contractor proposes to deal with them, whether 
by syndicates at lower figures than the issue 
price, &c. ; whether there have been any market 
operations, and of what character. All state- 
ments of agents, contractors, and brokers on these 
points to be made by statutory declarations, and 
the parties making them to be held civilly and 
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Sir Charles Russell— continued. 


criminally responsible for them; and it is highly 
desirable that there should be a. clear under- 
standing as to what documents should be laid 
before the committee of the Stock Exchange; 
it is in evidence that while one contractor 
considered that a certain letter was not an 
official document to be laid before that 
committee, another thought that it was a 
material fact which ought to have been put 
before them. The Stock Exchange committee 
to make the above inquiries, to issue a full and 
fair report thereon, and to publish the same in 
the house and in the public press. All these 
documents or statements to be registered in some 
public department, and to be open to public in- 
spection at any time. ‘That is the course which 
[ have sketched. 

5969. Is there any other part of your scheme 
which you would like to develop, as I under- 
stand you wish to take the objections which you 
nave heard raised ?—Yes; and I willanswer them 
to the best of my ability. The first objection I 
anticipate is this: how is the committee to be 
induced to do what I ask; they are a voluntary 
body, and who is to compel them? To this I 
answer, the same forces which have caused them 
to draw up their present rules, necessity and 
public opinion; they are in existence, and at the 
proper time will impel them to desire stricter 
forms than those which are in operation. It is 
an absolute necessity that something shall be 
done. and there is reason to believe that none see 
this more clearly than the members of our com- 
mittee. At the same time, should there be any 
inclination to cry non possumus, I believe that 
public opinion would force them to act. 


Sir Henry James. 


5970. I understand from that you do not 
suggest that we should compel the Stock Ex- 
change Committee to do anything by legislation, 
but leave it to their own will ?—I would leave it 
in the first instance to public opinion, and then, 
if they do not. act, I would recommend that some 
netice should be taken. 

5971. Do you mean that we are to compel this 
voluntary body to do things whether they like 
them or not ?—I am afraid you cannot. 


Chairman. 


5972. They would cease to be voluntary if you 
did ?—Yes. 

5973. How is that difficulty to be met ?—I say 
that the same forces are in. operation which haye 
caused them to draw up that body of rules, and 
that it only requires them to be more stringent. 

5974, The difficulty is that you are going to 
make them into a sort of judicial tribunal under 
Act of Parliament?—No; 1 say that public 
opinion will cause them to act much more 
strictly. 

Sir. Henry James. 


5975. You do not suggest that Parliament 
should do anything with regard to the com- 
mittee of the Stock Exchange ?—I do not. 


Sir Henry Holland. 


5976. Do you already perceive that change in 
public opinion to which you poimt from the facts 
that have ccme out. What kind of pressure 
could we put upon them?—Only by recom- 
mendation. Dhake piste 


5977. Are 


lation could not do it. 
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Mr. Kirkman Hodgson. 


5977. Are you not aware that up to the present 
time the members of the Committee of the Stock 
Exchange whom we have examined are opposed 
to any change ?—-I am quite aware of that. 


Mr. Walter. 


5978. Do you think that, having regard to 
the duties of a broker towards his clients, the 
Committee of the Stock Exchange might properly 
refuse a quotation to any foreign loan, until they 
were acquainted with the terms of the agreement 
between the loan contractor and the foreign 
State ?—I think so. 

5979. And do you think that any expression 
of opinion to that effect from this Committee 
would strengthen the hands of the Committee of 
the Stock Exchange, and enable them to make 
such a rule ?—Quite so. 


Chairman. 

5980. What is the next objection ?—It will be 
further objected that, even if willing, the Com- 
mittee would have no power to put every State 
and contractor on such a bed of Procrustes. As 
regards their power, I firmly deny the objection ; 
the power to grant or withhold a settlement and a 
quotation is one which in practice far transcends 
every other, and as to what I propose being a bed 
of Procrustes, I do not mean it to be applied to 
all borrowing States, but only to those which 
come on our market as new borrowers. 


Mr. Kirkman Hodgson. 
5981. Supposing, then, that Honduras were to 


come again on our market, you would not apply 


this rule to Honduras ?—I should not precisely, im 
that sense; but that is a question of a defaulting 
State which could be treated in another way. 


Sir Henry James. 


5982. Is this statement you are making a sug- 
gestion to us or to the Committee of the Stock 
Bxchange ?—I am showing what I think to be 
the remedy. 

5983. Do you suggest how this should be done 
to us, or that the Committee of the Stock Ex- 
change should do it ?—I suppose I must be held 
to be suggesting to the Committee of the Stock 
Exchange. Iam asked how to correct the evil. 


Sir Henry Holland. 


5984. Your object is to bring before us some 
practical suggestions, and that then we should 
submit them to the Committee of the Stock Ex- 
change ?—Yes. 

5985. But you are quite clear that legislation 
could not do it?—I am quite clear that legis- 
I repeat that I do not 
mean my proposal. to be applied to all borrowing 
States, but only to those who come on our market 
as new borrowers. At the same time I consider 
it expedient to retain the power to investigate, 
and to leave its application to the discretion of 
the Committee of the Stock Exchange. My end 
will be attained if they be induced to prepare 
without fear or favour a report of whatever comes 
before them, to publish that report, and to have 
the same registered for the benefit of the com- 
munity. But will not this be assuming a great 
responsibility, it will be asked. “ No men will 
be got to assume it.” I contend that by doing 
what I propose they will henceforward divest 
themselves of responsibility. I contend that by 
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Sir Henry Holland—continued. 


upholding the present system they would incur 
much more responsibility, and then it will be 
said, How about these trustees? that is a per- 
fectly new element to be introduced. How is all 
this part to be effected? I confess the difficulty ; 
but the proper application of moneys raised 
ostensibly for industrial purposes is so vital a 
matter that I do not see’my way to the prevention 
of frauds unless some provision is made in this 
direction. It isa point which requires careful 
consideration, and I must leave it for the present. 
But there are still more objections. 


Sir Charles Russel. 


5986. Instead of combating points put by 
others, will you tell us simply what you can 
suggest; as 1 understand it, you say that diffi- 
culties surround the appointment of trustees, and 
you do not tell us how trustees are to be ap- 
pointed ?—I say it is a difficulty. 

5987. If you see the difficulty, probably we 
shall see the difficulty too; and, therefore, we 
do not advance another point by discussing that ; 
but if you would go on and tell us of any points 
on which your practical experience could show 
us how we, or the Stock Exchange Committee, 
can ameliorate the condition of things, that is 
what we want to get at, just simply the sugges- 
tions; will you kindly state your next point ?-— 
The next point is on the part of the States it 
will he urged by some that they will not submit 
to such an ordeal, and that to ask Governments 
like that of France or Russia to produce their 
contracts, &c., would be absurd and insulting. 
Possibly so, but it is no part of my plan to press 
such States as these on such points. The day 
may come nevertheless when they ought to be 
pressed. But they are old customers, and can be 
trusted as such. It is to a different class I 
propose the ordeal shall be applied; but it will 
be urged that no line can be drawn ; this I deny; 
the line of demarcation is obvious. Except in 
the name of State what is there in common 
between France or Russia on the one hand, and 
Honduras, or Costa Rica, or Paraguay, or St. Do- 
mingo, on the other? The two classes are not 
only materially, but morally in two different 
hemispheres of thought and action, and should be 
treated differently. I spoke of France or Russia 
as old customers, and I might add the names of 
other States which have honourably fulfilled their 
engagements. It turns out, however, that all 
the loans in question have been raised on account 
of States making practically their first applica- 
tion to the money market. They are, therefore, 
new customers, and should be treated precisely 
as such; when these come to borrow for the first 
time, why should not the same common sense 


tests be applied to the circumstances as are ap - 


plied every day in analogous cases in individual 
life? No banker, or merchant, or broker, gives 
credit to anew customer, without strictly investi- 
gating his letters of introduction, his means, and 
his proposed mode of business ; and no State 
which comes into the market for the first time 
ought to object to investigation, which in all cases 
of bona fides would tend, it appears to me, to 
strengthen its credit, and as a consequence, to 
enable it to borrow on better terms. 


Sir Henry Holland. 


5988. What would you say if Prussia came 
in; should the Committee of the Stock Exchange 
MM4 apply 
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apply your stringent rule ?—If it came to borrow 
for the first time, I do not see any reason why 
they should not. 

5989. If it comes in, it will come in for the 
first time ?—I do not see any evil in applying 
that rule. ; 

5990. Do you think that a Government like 
Prussia would stand that mvestigation of its pro- 
posals and registration of them ?—I think a State 
wishing to borrow wants the best terms it can 
get, and will be only too glad to state its terms, 


Sir Charles Mills, 


5991. Would it not get as good terms at Paris ? 
—From the nature of the case_I think not, be- 
cause by the supposition they come here; I think 
they would not come here unless they thought 
this the best market. 


Chairman. 


5992. Is there any other point. you would like 


-to bring before us?—I now find myself face to 


face with the contractor, and from him I expect, 
as is natural, a determined resistance. The con- 
tractors throughout the evidence given, I hold 
have shown the greatest reluctance toe give pub- 
licity to contracts, and every motive is urged 
that might dissuade the unthinking from follow- 
ing up the present inquiry to what I consider to 
be its just and logical conclusion. To aid us in 
drawing that conclusion, let us examine a few of 
the utterances given in evidence. 


Sit Charles Russell. 


5993. Will you generalise it as a recommenda- 
tion of your own, and not allude to the evidence 
of others ?—I find that to be the case, that there 
has been the utmost reluctance -on their part to 
give publicity to contracts, 


Sir Yenry Holland. 

5994. You are aware that it is not only the 
contractors who object to the contracts being made 
public?—I go to the contractors, because they 
are the principal one. 


Chairman. 


5995. Havé you any other suggestion to make ? 
—With the evidence before you I am forced to 
the conclusion, that to contractors as a body we 
can look for no redress. They will not, unless 
compelled, produce their contracts or publish 
their secret agreements. I was going on to say 
that, in my opinion, the root of the evil liesin the 
enormous margins exacted by the contractor, the 
consequent keeping secret of the contracts made, 
the inevitable malversation of the proceeds, and 
the unsatisfactory state of the law; I mean the 
difticulty of bondholders obtaining redress against 
fraudulent contractors. Ifa holder gets his bond 
direct from the contractor and an allegation of 


‘fraud can be substantiated, he can obtain redress 


by litigation which, to say the least, is a costly 
and dangerous procedure. On the other hand, if 
the holder obtains his bond by purchase in the 
market he hasno remedy. I ask, could not some 
short Act be passed putting the holder of a pur- 
chased bond in the same position as regards ob- 
taining redress by means of the law, as if he had 
bought from the contractor direct, but of course 
subject to his heing able to prove that he was 
influenced to purchase on the faith of the state- 
ments put forward in the prospectus. 
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Chairman—continued. 


5996. Would not that be liable to considerable 
abuse? Suppose I have a dislike to the con- 
tractor and want to do him a mischief, and I find 
there has been something wrong in the pro- 
spectus, and I buy a bond for the purpose of 
annoying him and commencing an action against 
the contractor; would not that be a great hard- 
ship upon him?-—It is possible. I know it isa 
legal difficulty, and I am not able to solve it. 
With regard to the margins for profits which you 
have seen before you in evidence, they seem to 
me to be exorbitant and preposterous. It is a 
question of degree, but in these cases degree is 
the essence of the question. Money borrowed at 
6 per cent. may be useful and profitable to the 
borrower; at 60 per cent. it eats up and destroys 
him. 

Sir Charles Russell. 


5997. Do you see any points on which we 
can, either by legislation or by recommendation, 
improve the state of existing facts? —I have 
stated that in the course of procedure which I 
recommend as the course that the Stock Ex- 
change should adopt. 

5998. Then practically what you recommend 
is, that there should be full registration of all the 
documents connected with a loan; that I take 
it is pretty broadly what you have suggested ?— 
Yes; that there should be a full investigation by 
the committee of the Stock Exchange, carried on 
in amuch more strict way than at present, and 
that whatever comes out in that investigation 
should be reported on and registered, and open to 
public inspection, 

5999. And published by advertisement ?—And 
published by advertisement, if that be thought 
expedient. 

Chairman. 

6000. Whether it is favourable or unfavour- 
able ?—Whatever that report was. 

6001. Supposing the Stock Exchange Com- 
mittee were very much mistaken, as we are all 
liable to be, and published a very favourable 
report of what turned out to be a very bad affair, 
do not you think that would have a bad effect, 
by leading people into an unfavourable specu- 
lation ?>—The same evil occurs now; a quotation 
is granted on what I think insufficient evidence, 
and the evil is created already. 

6002. Do you think that the existence of an 
evil is any reason for aggravating it ?—~I do not 
think it would aggravate it. 

6003. Surely, whatever mischief is done by 
granting a quotation improperly, much more 
mischief would be done by issuing a report im- 
properly ?—I only wish them to state the fucts 


‘that are deposed to before them without any 


comment; only to put before the public what is 
brought before them. 


Ce Henry Holland. 


6004. Have they power now to receive state- 
ments upon oath ?—I do not know. They have 
great power now; despotic power almost. 


My. Kirkman* Hodgson. 


6005. Would you not have very largely to in- 
crease the power and the status of the committee 
of the Stock Exchange if you were to compel 


everybody to go before them and take an oath, | 
or make statutory declarations; and do you think 
that houses of reputation would submit to that? — 


—I think 


= —— ——— 
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Mr. Kirkman Hodgson—continued. 


—1 think they would be obliged to in the end. 
The houses that would have to submit to it are 
«the contractors ; and if they would not submit to 
it, others would come and do so. 
6006. The committee of the Stock Exchange is 
composed of gentlemen elected every year, and a 
certain number form a quorum, and there are no’ 
rules by which those who are interested in any 
particular case are prohibited from voting. If it 
is such a tribunal as that, although I do not say 
a word against their honesty and their disinte- 
restedness im the work they do, I do not think that 
houses of reputation and standing would consent 
to go before a tribunal of that description and 
make oaths and statutory declarations generally 
allowed only to be made before persons holding 
official rank and position, the judges of the land 


and so on. Do not you think that your proposal. 


would give most extraordinary power to the com- 
mittee of the Stock Exchange ?— Possibly. 


6007. Would not that be very dangerous ?—I 
do not know at all, but I do not think so. 

6008. They would not be responsible to any- 
body for what they did. Would it not be quite 
an unheard of body in this country, a body in- 
vested with such power and having no respon- 
sibility ?—There is no other body lke the 
committee of the Stock Exchange in this 
country. 

6009. As I understand it has no legal power 
whatever, and does not take before it any legal 
documents ; but in this case the contractor would 
have to go before them and make oaths or statu- 


tory declarations, and then answer any thing they 


chose to ask him ?—Yes. 
6010. You do not suppose that the contractors 
of this country, and the agents and ambassadors 
of foreign Governments, would agree to that ?— 
The contractors might object; I do not think the 

Governments would. 

6011. Do you think that the Russian Ambas- 
sador, or the Russian Consul-general, would go 


Mr. Kirkman Hodgson—continued. 


before the Stock Exchange Committee and state 
in that way the contents of the contracts ?—l 
think so. 

Sir Henry Holland. 


6012. You heard the evidence given by Mr. 
de Rothschild, that they would never consent ?— 
I difter from him ; I think that other contractors 
would come and do the business. 

*6013. It would be immensely greater powers 
than are taken by any other foreign Stock Ex- 
change ?—That is the case. 

6014. As it is now, I think if Mr. Cohen’s 
evidence is correct, the rules of our Stock Ex- 
change are stricter than they are abroad?—Yes; 
but under those rules these evils have occurred. 

6015. Do not you think that if the agent of a 
foreign Government withheld some document, 
and then it afterwards appeared that this docu- 
ment was a material one, there would, if your 
plan were adopted, be a great outcry against the 
Committee of the Stock Exchange ; the question 
would be raised here, “ You were empowered to 
examine into these things, and you ought to have 
noticed that this document was withheld” ?—In 
one part of my paper I say that there should be 
an understanding what documents should be con-~ 
sidered material. 

6016. Who is it to decide that?—That I can- 
not say. 

6017. Surely that is very important ?—Yes. 

6018. No one can decide what is material but 
the committee of the Stock Exchange; they are 
to require for the purposes of making their report 
all such documents as they think material, as I 
understand your plan ?—-Yes, they do now. 

6019. I say, supposing one document were 
withheld, and it turned out afterwards to be ma- 
terial, would not the public cry out against the 
committee of the Stock Exchange and say, “There 
was quite sufficient to show you that there was 
a document withheld, and you have misled us” ? 
Every tribunal is liable to that sort of thing. 


Mr. Grorce MENZIES CLEMENTS, sworn. 


Sir Henry James. 


6020, I BELIEVE you are acting as Solicitor 
for Messrs. Knowles & Foster ?—I am. 

6021. I believe you have applied to make an 
answer or denial to one or two statements in the 
letter from Senor Yglesias which has been put in 


pefore this Committee, aud was read by Mr. 


Bourke the other day ?—Yes. 

6022. Will you confine yourself to a denial of 
the statements you wish to deny ?—Yes. Senor 
Yglesias stated that the answer of Messrs. 
Knowles & Foster was pronounced by the court 
insufficient. Many complaints were made against 
it; the only complaints which succeeded were 
purely technical, having nothing whatever to do 
with the merits of the case, and on every 
substantial point the answer was pronounced 
to be sufficient. Senor Yglesias stated that the 
further answer was not filed. I am not awaré*of 
the date of his letter, but at the time the letter 
was read, it was not true; a further answer had 
been filed. Senor Yglesias stated that there had 
been great technical delay in producing the docu- 
ments. That is not true; the documents were 


ready to be produced to the plaintiff and his 

solicitor ; and the only objection I made to pro- 

ducing them was one founded on the notoriously 
(0.64. 


Sir Henry James—continued. 


bad character of a person whom they sent to see 
them. Senor Yglesias stated that. I had advised 
that Messrs. Erlanger should be sued. I gave 
no such advice. He in my presence complained 
of Messrs. Erlanger’s conduct, and Mr. Knowles 
in my presence stated that he would give him all 
facility for proceeding against Messrs. Erlanger ; 
but I advised no proceedings against Messrs. 
Erlanger. Senor Yglesias next said that there were 
legal difficulties in the way of paying. the divi- 
dends. I saw Senor Yglesias several times, and. 
he was always ready to pay the dividends if we 
would lend him money to pay them with. He 
never stated any legal ditiiculties. No legal 
difficulties were ever started till the time came 
for the Government to pay the dividends with its 
own money. He complained. that Messrs. 
Knowles & Foster had not got their accounts 
ready. The accounts were always ready 5 Senor 
Yglesias never said one word of complaint about 
the accounts, or asked to look at the vouchers ; 
and the first intimation we received that there 
was a shadow of complaint against Messrs. 
Knowles & Foster’s conduct was the filing of 
the Bill. 


NN Mr. 


Mr. 
Medley. 


13 May 
1875. 


Mr. 
Clements. 


———d 


Mr, Ford. 
13 May 
1875. 
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Mr. James Forp, re-called. 


Chairman. 

6023. Have you found that document ?—No; 
I have not the original document. 

6024. Have you got a copy ?~—I have a draft 
which appears to be, I should think, the draft 
from which the original deed was made. 

6025. Does it purport to be executed by any- 
one ?—No. 

Sir Henry James. : 

6026. Will you allow me to see it ?—(It was 
handed to Sir Henry James.) I have seen the 
original since I came here. 

6027. Where ?—I have seen the Minister him- 
self, and he holds the original in his possession. 
I do not know whether the document was drawn 
from that copy which I produce. 


6028. Is this the document making you a 


trustee ?—My name is mentioned in it. 

6029. As constituted a trustee?—Yes. It is 
not signed by anybody, nor do I know whether 
that is the document from which the other was 
drawn. * See 


Sir Henry Holland. 


6030. Have you looked atit, and does it seem 
to be correct ?—I have looked at it, and it seems 
to embody the principal facts. . 


Mr. Watkin Williams. 


6031. Did you tell the Minister you had this — 
document ?—Yes; and he said he did not know 
what it was; he did not wish me to put it in at ‘ 
all, but he was going to put in the original deed ‘ 
himself, which I saw. 

6032. You recognised that as the original ?— — 
No doubt about it ; it is a notarial copy. 


| 
| 


Chairman. , 

6033. Will you schedule what documents you | 
deliver to the Minister ?—Yes. i 
Mr. Watkin Williams. 


6034. It is suggested that you should initial 
the documents which you hand over; will you do 
so ?—Yes. 


, 


Mr. Bourke. 

Mr. Stephen Cave. 

Mr. Ellice. 

Mr. Kirkman Hodgson. 
Sir Henry Holland. 

Sir Henry James. 
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Tur Ricur HonouraBLeE ROBERT LOWE, 1n THE CHarR. 


Sir Henry James. 
6035. WHEN you were last here, you said you 


a 


duras Minister ?—Yes. 

6036. Has he had all the books from you 
bearing on this transaction ?— Yes. 

6037. We have received some books, and the 
Committee want explanations, if you can give 
them, of two or three matters ; now you seem to 
have acted by virtue of a deed of the 27th of 
L July 1871?—Yes, T should think that is the 
date. 

6038. Just cast your eye over that (handing a 
| printed copy of the deed to the Witness), and see 
| 4f that isit ?—Yes; I can see that is the date. 
6039. That is what you and Mr. Widdecombe 
acted upon?—Yes. * 

6040. And do you recollect when you ceased 
. to act ?—I think about September. 

6041. September 1872 ?—September 1872. 

I 6042. Was that balance-sheet (handing it to the 
__ Witness) furnished by you to this Committee ?— 


es. 
6043. This is a “Balance-sheet of the late 
Trustees of the Honduras Government;” you 


—Yes. 
6044. And the debtor side shows that there 
was received. from the previous trustee, Mr. 
Davids, the sum of 18,1487. in cash ?—What- 
ever it says there is correct. 
— 6045. Then that you received 14,618 bonds of 
the 1870 Loan ?—Yes. 

6046. “At 751. per bond per trust deed,” 
which is the deed you have just seen, of July 
1871; that came to 1,096,350 1. ; that is, at the 
price of 75 /., according to the deed ?—Yes. 

6047. So that you debit yourselves with 
1,114,498 7. Then you received from Messrs. 
Bischoffsheim & Co. cash amounting to 9,624 7.? 
—Is that put down as cash ? 

6048. It is put down as “ bond account ” ?—It 
was a settlement in account with them. That 

- would virtually amount to the same thing. They 
‘accounted to us for that amount. 
6049. Then you received from them French 
Honds, that is of the year 1869 Loan, to the 
| number of 120,237, which you have carried out 
Sh simi eatiaiogs 
\3 ny . 
| el) ; 


would send the books you then had to the Hon-- 


mean yourself and Mr. Widdecombe, I presume? . 


Mr, James Forp, re-called; and further Examined. 


Sir Henry James—coutinued. 
at 140 francs, at the price mentioned in your 
deed ?—Yes. 

6050, Making 673,327 J. which you had received 
from those bonds ?—Yes. 

6051. Which with the 9,624 J. makes 682,952 /. 
which you received from the French Loan. That 
added to the receipts trom the Loan of 1870 gives 
you 1,797,451 /.; to which there is a small addi- 
tion for interest, making a total of 1,797,948 /. 
which you debit yourselves with?—Yes. In 
order to keep the accounts in proper order, we 
thought the best plan was to debit ourselves at 
the rate of the trust deed. 

6052. Now we will go to the various ways in 
which you had to get rid of that money. First, 
« By Federal debt, interest and redemption,” the 
small sum of 8,100 /. ?—Yes. 

6053. Then you pay away for “ Interest and 
redemption on the 1867, 1869, and the 1870 
Loans,” 871,252 l. ?—Yes. 

6054. Now that included the interest thai was 
in your hands as well as outstanding ?—Yes. 

6055. And you told us last time that you paid 
that sum of money to Mr. Lefevre ?—Yes. 

6056. Did you take the coupons off, and cancel 
them, on the very bonds that were in your hands 
and not outstanding ?— Yes. 

6057. And gave Lefevre the amount of money 
of that interest, and for the sinking fund ?— Yes, 
and cancelled the bonds. 

6058. Are you quite sure about that?—You 
are talking of two things, interest and sinking 
fund. ; 

6059. You cancelled the bonds of the sinking 
fund ?—Yes. 

6060. But not where you took off the coupons ? 
—No. ey, ; 

* 6061. Your authority for that: is contained in 
this deed of the 27th of July 1871 ?—Yes. 

6062. Do you know what Lefevre had re- 
ceived prior to the time you were trustee, 12 
interest in the same way ?—That I do not know. 

6063. You do not know under what authority 
he received it?— No. 


6064. But your authority is contained in this © 


deed ?—Yes. 
NN2 6065. Now 


Mr. Ford. 


24 June 
1875. 


Mr. Ford. 


24 June 
1875. 
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Sir Henry James—continued. 

6065. Now, to the contractors of the railway 
there was paid 101,254 /.?—Yes. 

6066. Now, out of the whole of the proceeds 
ofthe 1870 Loan andthe 1869 French Loan,which, 
as we have seen, amounted to 1,797,000 /., as far 
as you know, did any further sum go to the rail- 
way contractor beyond the sum of 101,254 /. 
whilst you were trustee ?—No more, as long as I 
was trustee, was paid to the contractors. 

6067. There was more received from those 
loans before you came in; but out of, the 
1,797,000 7. that you received, as I understand, 
only 101,254 4. went to the railway contractors ? 
—So much to the contractors, and somuch to the 
engineer besides. 

6068. The contractors had 101,2542, and the 
engineer 6,6751.?—Yes. _ 

6069 Then, “ Honduras Government payments 
on their account,” 39,884 /. ?—Yes. 

6070. Was that to meet bills, or what pay- 
ments were they 7—Yes, bills drawn on here. 

6071. Now, ‘ Commission account, 1869 Loan, 
French,” 51,852 7. ?—Yes. 

6072.. Who received that ?—Part of it, quite a 
small amount (the books will show how much), 
went to Bischoftsheim, the rest to Lefevre; quite 
a small sum to Bischoffsheim. 

6073. The bulk went to Lefevre ?—Yes. 

6074. Then the same for the 1870 Loan, 
20,000 7, making altogether 71,8527. paid for 
commission during the time that you were acting ? 
—Yes. 

6075. Now I come to an amount that I want 
an explanation of: “ Stock discount account, 
238,700 /., being the difference between the price 
at which the trustees debit themselves for stock, 
as shown per contra, and the lower price at which 
some of it was sold” ’?—Yes, I made it out just 
like that ; I thought it would be sufficiently ex- 
planatory. 

6076. That sum amounts to 238,700 7. ?—Yes. 

6077. Now by the deed under which you acted, 
Lefevre was to pay 75/. per bond of the 1870 
Loan, and 140 franes per 300 francs bond of’ the 
1869 Loan ?—Yes. E 

6078. Under what authority did he obtain that 
at a lower _price?—Under the authority of the 
Minister. 

6079. Had you any written authority ?—Yes ; 
I would not have gone away from it on any 
a#ccount whatever. . 

6080. Have you got that ?—Yes, I have got it 
at the office. 

-6081. Can you let us have it to-day ?—Yes. 

6082. What was the authority under which 
you acted to do that ?—To sell so many bonds of 
the 1870 Loan to Mr. Lefevre at 502, and so 


many bonds of the 1869 French Loan, 300 france 


bonds, at 104 francs. 

6083. The 1870 Loan bond was lowered from 
751. to 501.2? —Yes. 

6084. And you give credit to 238,700.’—Yes ; 
that was to keep our accounts square. 

6085. Do you recollect the date of that autho- 
rity?—I do not like to speak from memory; I 
should think it was June. 

6086. Was it about the 18th ?—I cannot say. 

6087. Now there is an item, for “ Stamps on 
bonds of 1869 Loan,” which comes to 10,271 Z. ; 
« Paris agency expenses,” 1,9502; ‘ Differ- 
ence in exchange,” 2,286 /. ?—I can explain that ; 
it is a very small amount; we took it all at 
25 francs. 


EVIDENCE TAKEN BEFORE 
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Sir Henry James—continued. iS 

6088. “ General expenses, salaries, advertising, 1 
office expenses, notarial charges for drawings, law “4 
costs, &c.,” 20,179 1.; “ C. Lefevre, for advances 
made by him on behalf of the Government previ- 
ous to August 1871,” 57,318/.? —Yes, that is 
according to the schedule in the deed. 

6089. You had no discretion as to that?—No, 
simply according to our schedule we paid. 

6090. Now you have an entry here as to the | 
new trustees, Mr. Haslewood, Mr. Kerferd, and _|) 
Captain Pim ; you handed over to them “ Federal “ 
Stock, 15,000 /. nominal,” 6,000 /. ?—-Yes, that is |. 
what we paid for it. | 

6091. Then some French bonds were taken at 
the price of 140 francs; that was only the nominal 
price then ?— Yes. ; 

6092. Which amounted to 217,347 1. ; the bonds 
of 1870, 547 in number at 752. amounted to 
41,025/.; and cash 103,852 /, ?—Yes. 

6093. Which, taking the bonds at the nominal 
price that you have given, would amount to 
368,224 J, 2_Yes. 

6094. I presume those were handed over to 
these gentlemen ?—Yes. 

6095. Were they handed over collectively, or 
to any one of them ?—I forget now; I have got 
a receipt. 

6096. We shall have that from you, I sup- | 
pose ?—Yes. j 

| 


6097. And what has become of this, you do 
not know ?—No; in that amount of French and 
English bonds handed over you will find a certain 
amount in our books of cancelled bonds; but we 
had to give ourselves credit for them, and we 
had to enter them in a special account. 

6098. Can you tell me from the ledger how 
many of these were cancelled bonds that could 
not be dealt with, and how many could ?—Yes. 

6099. And also, I suppose, at this time the 
price of these bonds had fallen very low; there 
was not much market ?—Not much. 

6100. Now about these books; in all these 
books which you seem to have kept there were 
several very large payments made in which I | 
find the entry “as per minute”?—Yes, that I | 
have tried to explain already. 

6191. Did you keep minute books ?—No, but 
every time we met we entered on a sheet of 
foolscap what we had to do that day, and from 
these memoranda (they were nothing more) 
these different things were written up in the 
books. 

6102. What did you do with your minutes? 
—As to these pieces of paper of which I speak, | 
when we gave over our trust, there were a lot | 
of them, which I do not think were worth any- 
thing at all. As our books were perfectly clear, 
we destroyed a lot of those papers. . 

6103. Did you destroy them yourself?—It is 
quite possible ; J have found some. 

6104. I find an entry in the cash book, 9th 
March, “ Lefevre, cheque as per minute, 
25,000 J. ;” then, the 11th March, “Cheque, as per 
minutes, 150,000 7.”?—I should think that is 
one of the payments in connection with the in- _ 
terest and sinking fund; but if the Committee 
would like any account made up from me,I will _ 
go through those books, because, you see, we | 
kept a running account with Lefevre, and his 
account is closed up, so that every other account. 
which is open still will show what all our pay- 
ments are for. . 

6105. The minutes of course would have 


’ shown 
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Sir Henry J ames—continued. 


shown by whose direction all these payments 
were made ?—No, they would not; it would be 
simply this, that when an amount was due ac- 
cording to our schedule or trust deed, we should 
simply hand the money over, and put a memo- 
yandum on the paper, “ Paid Lefevre so much.” 

6106. For instance, when you ailowed this 
« Stock Discount Account,” 238,000 /., would you 
not make some minute of that?—No, we simply 
got our authority fiom the Minister. 

6107. Did you keep a journal ?-—Yes. 

6108. Where is that ?—I do not know; I have 
hunted for it everywhere. 

6109. What did you enter in your journal ?— 
Simply memoranda. Instead of making a trans- 
fer in the ordinary way from one account to the 
other, we Sionld do it in the journal. 

6110. You and Mr. Widdecombe kept these 
things ?—Yes ; he prepared them all in that way; 
I was not a lawyer. 

6111. Will you come here and look at the 
books. Turning to the entries in your book of 
Lefevre’s account of the 18th June, you appear 
by those entries to have taken from him bonds, 
and to have given him 75/. per bond for 5,042 
bonds ?—Yes. 

6112. On the same day you appeared to have 
sold him those 5,042 bonds at 507. per bond. 
Will you explain whether that is correct, and 
how it came to pass?—As far as I can say now 
that 507. was in connection with that stock dis- 
count sale. 

6113. Can you give us the explanation how 


that came to be entered in that way; it seems to 


be more than a book-keeping entry, in fact, to be 
substantial ?—I think it had to do with that Ship 
Railway Loan account. 

6114. You had received it appears 14,618 up 
to 18th June, and Lefevre had received from you 
bonds to very nearly that amount, within 200 ?— 
Yes. 

6115. Upon that day, therefore, all those of 
14,618 bonds were out ?—Yes. 

6116. How could Lefevre’s bringing back to 
you 5,042 bonds at 75 /., unless they were a por- 
tion of those already bought at 75 /.?—Itis very 
likely ; but I think this was in connection with 
that Ship Railway Loan, which was brought out 
and became abortive; and according to a con- 
tract with him he was to have acertain number of 
bonds deposited in his hands, which we accord- 
ingly did. Therefore, we should have to relieve 


- ourselves of those bonds; and when he returned 


them, as he did, we credited him with them, and 
debited the account again. 

6117. Do you mean to say that out of the 
14,300 which he had received he brought you 
back 5,042 ?—Certainly. 

6118. By that account he has those bonds at 
751. and is charged with that 2—Yes. 

6119. Asif he bought them under the deed ?— 
Yes. 

6120. How does that come in with the Ship 
Railway transaction? —All bonds that were 
handed over by us to Lefevre were charged by us 
at 751, Then we handed him bonds over as a 
guarantee, or whatever it was, in connection with 
that Ship Railway Loan, we charged him the 
bonds at 75/.; otherwise we should have had 
another stock discount account; when the loan 


‘became abortive we had again to charge the 


bonds at 75/.; those bonds formed a portion of 


the bonds sold at 507. 


0.64. 


285 


Sir Henry James—cominued. 


6121. The deed under which you were acting 
was silent as to the Ship Railway ?—Yes. 

6122. Who authorised you to let him have 
these bonds in connection with the Ship Railway? 
Don Carlos, the Minister. 

6123. What was the authority ?—A contract. 

6124. Have you a copy of that ?—I think he 
withdrew it; he has got a copy of the contract 
himself. ‘ 

6125. The Minister has, you mean ? — Yes. 

6126. I see, on the 9th March 1872, “ Hon- 
duras Ship Railway Loan, Expenditure Account,” 
Lefevre is credited with 750,000 4. ?— Yes. 

6127. Did he advance 750,000, or was this 
mere book-keeping ?-—It is mere book-keeping. 

6128. But you credit him on the 9th of March 
as if he had advanced 750,000 2.?—We do not 
credit him as having advanced it; it was simply 
a fund which was to have been handed over to 
him, I presume, as a guarantee against that Ship 
Railway Loan. 

6129. I see, under the date of 13th May, he is 
debited with 250,000 /., and on the 24th May he 
is debited with 500,000 J, ?—Yes, so that entry 
cancels itself. 

6130. I see you open an account at page 791 
of the cash book, “ Honduras Ship Railway Loan, 
Expenditure Account,” bringing in, in fact, these 
two items; you credit Lefevre with 750,000 /. on 
the 9th March, and you debit him, under the 
dates of the 13th and 24th May, with 750,000 /.? 
—Yes. 

6131. Will you. explain to the Committee what 
took place between these two dates: what was 
going on? —Between those two dates the Ship 
Railway Loan was brought out and withdrawn ; 
the result was this, that anything which he was 
entitled under his contract to hold or to receive, 
he would have to receive, so that as we had pre- 
viously credited him with the 750,000 /., we 
debited him back again when the loan was with- 
drawn. 

6132. Between which dates do you mean, be- 
tween the 9th March and the 24th May ?—Yes. 

6133. It was withdrawn in the newspapers of 
the 25th May ?—I have no doubt you are 
correct. i 

6134. I want a little more information; why 
was it that on the 9th March he was debited with 
750,000 J. ?——He was credited on the 9th March. 

6135. Yes, the account is debited; he is cre- 
dited, and the account is debited ?— Yes. 

6136. Why was he credited on the 9th March 
with that?—-Simply for this reason; had the loan 
gone on and been a success, all that 750,000 é. 
would have been used by him; in whatever way 
he had arranged with the Minister, I do not 
know; that is all simply. 


6137. Did you ever see any contract ?—Cer- . 


tainly. : 

6138. Who has that contract?—I suppose the 
Honduras Minister. 

6159. Now, you said that no money was handed 
over in relation to the 750,000 .?—I do not 
know, I am sure. 

6140. None that you know of ?—I do not 
know; I can tell you from my books, if L go 
through them. 

6141. I think you said that the 750,000 7. was 
mere book-keeping as regards money, and I do 
not find it traced in cash; but you also said some 
bonds were handed over?—I cannot trace it item 
by item; we had a general running account in 
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Sir Henry James—continued. 
that running account we credited Lefevre with 

750,000 d.; certain bonds were handed over to 
him first, and the 5,042 were handed over to 
him; I think it was in respect of the 750,000. . 

6142. That transaction did not take place till 
the 18th June; ‘this matter was closed on the 
24th of May ?—The loan itself came out at the 
beginning of May; as soon as. ever the contract 
was entered into, effect was to be given to the 
arrangement with the Minister, and he received 
a certain number of bonds on account of that at 
once. 

6143. Without the payment of money ?—Yes, 
he was to receive that without the payment of 
money. 

6144. Can you trace what were the bonds that 
were allowed so to be given to him in the Ship 
Railway, in distinction from those he was taking 
and giving you cash for?—lI do not think I could ; 
we simply credited ourselves with the bonds 
handed over, and debited the Ship Railway ac- 
count with the amount; we credited Lefevre with 
750,000 /. ; as we hand him over bonds in respect 
of that, we credit the 1869 or 1870 account, and 
debit him for the bonds we hand over. 

6145. You debit him with the bonds as if he 
had paid you money ?—Hayving first of all cre- 
dited him for the amount he is entitled to. 

6146. You credit him with the money he did 
not provide, and then, out of that credit, you 
debit him so much off when he receives the 
money ?—We credit him for that which is tanta- 
mount to money expended. 

6147. In fact he was getting these bonds for 
nothing, except taking so much out of that 
credit!—As far as we are concerned. 

6148. He was getting those bonds for nothing, 
except striking an amount off that 750,000 /. 
credit ?--He was getting those. bonds for some- 
thing which he was to do, which became abor- 
tive, and therefore they were returned. 

6149. But he still got these bonds ?—No. 

6150. He got these 5,042 bonds; he got credit 
for them at 751. and was debited for them at 
502. ?—Yes. : 

6151. So that he got the difference between 
the two?— No; those bonds were handed over to 
him at 751, and they would be charged at 751; 
therefore when they were returned to us nomi- 
nally we then had to charge them back at 751. 

6152. You let him have bonds the same day at 
507.?— The month after the loan was with- 
drawn. 

6153. The 18th June ?—Yes. 

- 6154. Now I see that, in relation to the 1869 
Loan, on the 18th of June you credit Mr. Le- 
fevre with 33,000 bonds, at'a price that comes 
out to 137,280/., which I believe is at 104 
francs ?-I have no doubt that is the price. 

6155. And you debit him with 184,800/., 
leaving a difference of 47,5207, ?—Yes. 

6156. Does the explanation which you have 
given in relation to the 1870 Loan equally apply 
to the 1869 Loan ?—Yes, equally. 

6157. There is an entry of an allowance’ of 
50,000 7. in cash to Mr. Lefevre ?—Yes ; I ¢an 
show you that in the letter of authority ; I have 
got the letter of authority of the Minister. 

6158. Did Mr. Lefevre, on or about the 18th 
of June, have 50,000, in cash paid ?—Yes, if it 
is so there. pied) 0 

6159. Just turn to the entry where Mr. Le- 
fevre had 50,0007. in cash?—On the 24th of 
June. 
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6160. What took place? — We gave him 

50,000 /. in cash. ht 
- 6161. What was that for?—I can show you 
that authority which I got. 

6162. Do you know why he had that?—Yes ; 
according to this authority, so far.as I remember 
it, it was for maintaining the market, 

6163. That is in addition to the difference on 
the stock discount account ?—Yes. . 

6164. The market was falling very much ?— 
Falling tremendously. 

6165. The Ship Railway caused it to fall P— 
I do not know that; however it had fallen. 

6166. Now do you know this: put out of con- 
sideration the 750,000 /. item of eredit, put that 
out of the question; during the whole of the 
spring of 1872, was Lefevre in your debt for 
these bonds, if that had been put out of the 
question ?—I think, yes. 

6167, Largely ?—No. 

6168. I am putting it to the extentof 400,0002.? 
—QOh dear, no. 

6169. Take the 750,000 /. out of the trans- 
tion?—As far as my memory serves me, I do not 
suppose that Lefevre ever owed us more than 
1,0002., and that was on the authority of the 
Minister that he should have certain bonds on 
credit for a time; that was all. — 

6170. My impression from looking at the books 
was, that there was a very much larger sum than 
that: is it your idea that there was not ?—I am 
certain of it. I presume you have had my books 
handed to an accountant; if I can assist him, I 
should be happy to do so. 

6171. Your co-trustee was a Mr. Widde- 
combe ?— Yes. 

6172.. He was a clerk in the employment of 
Mr. Sharp ?—Yes. 

6173. Did he give up his employment there ? 
—I believe he continued in Mr. Sharp’s employ- 
ment. : 

6174. Who looked after these books; did an 
accountant assist you, or did you do it?—I had a 
clerk at the time to do it. 

6175. In your office ?—Yes. 

6176. How much did you and Mr. Widde- 
combe receive for your year’s service ?—£. 2,000 
a year. 

6177. Each?—Yes. Out of that I provided 
for half a dozen clerks myself; I paid it myself, 
and, therefore, that sum included a very large 
outlay for immense labour which we had. 

6178. Did Widdecombe contribute to that out- 
lay ?—I do not taink he did. * 

6179. Was there not at the termination of 


this, a further sum paid to you and Widdecombe? . 


—Yes. 
' 6180. How much?—€£. 1,500. 
6181: What was that for?—The Minister wrote 
to us and thanked us for the immense trouble we 
had had, and asked’ us to accept that, and of course 
we did. 
6182. What trouble had Widdecombe had ?— 
It is not for me to say; I know what trouble I 
had; Mr. Widdecombe perhaps had better speak 
for himself. it dey aa 
6183. You were a trustee for about 13 months? 
—A great deal more than that; we carried on for 
the new trustees,assisted them up to March 1873. 
6184, I see this entry on the 11th October 
1872: “Salaries account; Mr. Ford’s salary, 
1,500 1.” ?—Yes, that is the amount. te 
6185. “ Widdecombe, 1,500 7.” ?—Yes. 
6186. That is 3,000 /. together ?—Yes. 
6187. That. 
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6187. That is in addition to your 2,000 1. a- 
ear ?—Yes. 2 

6188. And that is “ per minutes of the 11th 
October ”?—That is really per letter from the 
Minister, which I have. 

6189. There are some other small items; you 
were allowed rent indemnity, for instance, but is 
it your view that you received only 7,000/., that 
is 4,000/. for a year’s salary, and the 3,000 /. 
afterwards ?— Yes. 

6190. Each of the trustees, therefore, received 
3,500 1. ?— Yes. . 

6191. Subject to what you have said as to 
your expenditure out of pocket, you finding the 
clerks ?-—Yes. 

6192. But, as Iunderstand, Widdecombe did 
not ?—No, I do not think he did. 

6193. “ October the 11th, his Excellency Don 
Carlos Gutierrez by order of his Government, 
12,500 1.” ?--Yes. 

6194. This was almost the last entry ?—Yes, I 
have got the authority for that. 

6195. What was that for ?—I do not know ; it 


was simply the authority from the President of 


Honduras to hand over to his Excellency so 
much ; I haye it translated from the Spanish. 

6196. Was the 3,000 /. given to you two by 
order of the President of the Republic?—No. 
¥ 6197. That was by Don Carlos Gutierrez ?-~ 

es. 

6198. You went on receiving your salary after 
this date ?-- Yes. 

6199. Because I see “ Messrs. Ford & Wid- 

decombe,” after you had handed all over to the 
new trustees ?—-No, we had not handed the things 
over to the new trustees. 

6200. On the 14th October you handed a 

cheque over, and you balanced ?—- Yes. 
_ 6201. Taking your entries here, as far as I can 
find, the only entries which exist are 20 lines, 
which come from the 28th October 1872, down 
to the 26th April 1873 ?—That is the time. 

6202. October 28th to April 26th; does that 
make all your entries ?—Yes. 

6203. For that work which was done and is 
entered here, I see that Messrs. Ford & Widde- 
combe received 150/. for the “monthly service ” 
in October ?—Yes. 

6204. “ Messrs. Ford & Widdecombe, monthly 
service, 150/., November ¢”’—Yes. 

6205. “ December, Ford & Widdecombe, 
monthly service, 150 . ?”—Yes. 

6206. February, 300 /. ?—Yes. 

6207. What, substantially, were you doing 
during this time !—Doing all the work for the 
new trustees; cutting all the coupons off, and 
attending to all those things. 

6208. There were no bonds after this ?—That 
is French bonds, you must remember. 

6209. When did you last pay any French 
bonds; I want to know what you did after Oc- 
tober ?— After October we kept all the bonds for 
the new trustees, the French bonds I am _ speak- 
ing of now. We took the coupons off, trans- 
mitted them to France under their instructions, 
in fact, attended to their trust. We virtually 
acted as their agents until we handed the balance 
of the bonds over. 


6210. Are you speaking ‘of the three trustees, _ 


Mr. Kerferd, Mr. Haslewood, and Captain Pim? 
Yes, 

6211. Were you acting under their instruc- 
tions? — Simply taking care of the bonds for 
em. 

0.64. 
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6212. Were they acting as trustees under the 
1869 and 1870 Loans ?—Yes. 

6213. Did they pay interest on the 1869 Loan? 
—I do not know. 

6214. You only handed over, on their behalf, 
a small number of bonds ?—Of the 1870 Loan. 

6215. And of the 1869 Loan you handed over 
38,812 ?—Yes. 

6216. Some of those, you tell us, were can- 
celled ?e-A few. 

6217. What interest was paid on the French 
Loan after you acted ?—I do not know. 

6218. What did you do?—Simply acted under 
their instructions to forward the bonds to France. 

6219. For what purpose were they sent to 
France ?—I do not know. 

6220. All you did was to send these bonds to 
France ?—To cut their coupons for them. When 
we made over the whole trust the bonds came 
over from Paris in the most shocking state, as 
they had been kept in vaults during the war. If 
you had seen the boxes you would have had an 
idea of the tremendous labour. 

6221. Will you give us the authority for the 
stock discount, the authority to pay the 50,000 Z., 


the authority for your 3,000/. in addition to your . 


salary, and also anything that refers to the Ship 
Railway Loan, the 750,000 7. ?—Yes. 


Mr. Kirkman Hodgson. 


6222. About those minutes, the ledger book is 
full of references to minutes. Now are the Com- 
mittee to understand from you that the trustees 
kept no minutes, had no minute book ?—I simply 
say that we kept on foolscap sheets of paper what 
we were to do for each day when we met. Those 
foolscap sheets of paper were each time, as the 
books were written up, cancelled and destroyed. 

6223. You kept no minutes whatever ?— No; 
I found one the other day, but I thought it so 
ridiculous that I would not bring it up. 

6224. You refer repeatedly in the ledger to 
minutes ?—Yes, it should not-have been written 
up in that way. 

6225. You admit that it was very irregular to 
say, ‘‘as per minutes,” when they did not exist ? 
—Yes. 

6226. You are an accountant ?—Yes. 

6227. Did you ever hear of trustees repre- 
senting in any way public money, who carried on 
their transactions without a minute book ?—I 
have never had to do with anything of the sort 
before. 

6228. I want to know whether you ever heard 
of trustees, of a concern involving public money, 
who did not keep a minute book, and did not 
carry on their concerns with a minute book, 
which was duly signed by the chairman at the 
next meeting ?—I know what public companies 
do, but I have never had to do with a thing of 
this sort before. Ido not know; I never heard. 

6229. And there is no paper whatever to show 
what was done, or who was present at these 
meétings ?—I have got a paper, but as I said it 
was so ridiculous I did not like to bring it up; it 
was only one small payment. 

6230. You and Mr. Widdecombe were then 
the only trustees ?— Yes. 

6231. Did Mr. Widdecombe continue in busi- 
ness at Mr. Sharp’s office ?—I believe so. 

6232. His course of life was not altered by his 
being a trustee with you?—No. 

6233. On many occasions you were alone at 
these meetings, I suppose?— No; I should not have 
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Mr. Kirkman Hodgson—continued. 

done asingle thing on myown responsibility because 
I was determined to do everything legally ; as it 
was along deed, and I did not know what the 
result would be, I would not do anything except 
when my lawyer was there. Be 

6234. At the time when you were receiving 
your salary up to the appointment of the new 
trustees, were the new trustees also recelving 
their full salary ?—I do not know. 

“Mr. Ellice. 

6235. May I ask you was the memorandum of 
the agenda of each meeting made out from your 
own suggestions, or from the suggestions of other 
persons ‘—QOur own. 


Sir Henry Holland. 


6236. Did I rightly understand you to say 
that the journal had been handed over to the 
Minister ?—I do not know; but we handed over 
an immense number of things. _ 

6237. But I thought you scheduled what you 
handed over ?—There was a journal handed over, 
but I think it was a journal connected with the 
railway. 

6238. I do not quite understand this imaginary 
credit of 750,000 /. to Mr. Lefevre; that was put 
down on the 9th March, 750,000 1. ?—Yes. 

6239. And that is credited to him. Then 
against that you say there are to be set these two 
sums on the debtor side of the 13th May and 
the 24th May, 250,000 /. and 500,000 Z. ?—Yes. 

6240. The whole thing is imaginary; these 
two sums are merely'put down as a matter of 
book-keeping against that 750,000 7, ?—Yes. 

6241. Then why were they not all put down 
in one item instead of two, on 13th May and 24th 
May ?—1I think, as far as my memory serves me, 
according to the agreement Mr. Lefevre was not 
to receive the whole 750,000/. until a certain 
event took place. . 

6242. But he never received anything, except 
what was purely imaginary ?—He received a lot 
of bonds. 

6243. £. 750,000 is down in cash, is it not ?— 
It is not in cash; it is only a journal entry from 
a journal. ; 

6244. But he had not received 750,000 J. in 
any sense ?—He received a certain sum in bonds ; 
you can see how much it was in bonds, because 
the bonds came back. 

6245.: You see against this 750,000 /. there are 
two distinct items which just clear and meet that 
750,000 é., irrespective of bonds altogether; I 
want to know, 1f the whole thing is imaginary, 
why these items were put down on the 13th and 
24th of May, instead of one sum ?—We credited 
him first of all with the 750,000 7.- Under cer- 
tain circumstances he was only to receive 
500,000 /., therefore in account we debit him for 
250,000 @.; that leaves him a credit for 500,000 Z 
in his account; that would be the effect of it. 

6246. But these events never took place ?—In 
respect of that 500,000/. we handed over the 
number of bonds that you see he returns to us. 

6247. Which are the bonds you referred to 
that he returned, because if he returned the 
bonds you should not have those two items ?— 
This is the operation: I make a journal entry to 
your credit, and credit you with 750,000 7.; in 
respect of that I hand over a lot of bonds, what- 
ever the amount may be; when that which you 
were to have done is withdrawn I debit you back 
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Sir Henry Holland—continued. 


for the whole amount, and therefore you must 


return me those bonds which I handed you over. 

6248. The whole thing is imaginary about this 
debt, and therefore why should you not have 
entered one single item against itif there was 
nothing to conceal, and if it was a simgle open 
transaction ; one single item against the one item 
of 750,000 /.?—I really cannot explain it any 
further ; I have endeavoured, to the best of my 
ability, to explain it. 

6249. It seems to me that it was done on pur- 
pose ?— As far as 1 am concerned, everything was 
done in the most bond fide manner; I am sorry 
to hear you make such a statement. 


Mr. Puleston. 


6250. You said that Lefevre got these large 
amounts of bonds for something that he was to 
do ?—Yes. 


6251. Do you know what that something was? — ] 


—No. 

6252. But you know that it was something ? 
-—I suppose so; a man was not to get 750,000 /. 
for nothing, I suppose; I suppose he was to 
make the Ship Railway Loan a success for that ; 
I suppose that is what it amounts to. 

6253. Do you know whether Lefevre was at 
any time under large cash advances to the Hon- 
duras Government ?—-I do not know; I simply 
know that according to our deed there was a con- 
siderable sum of money due. 

6254. Do you know whether a trustee ab- 
sconded with a considerable amount of money ?— 
Yes. Mr. Cotterill, a solicitor. 


Mr. Watkin Williams. 


6255. Do you know anything about the fact ? 
—No; I heard it from Mr. Bischoffsheim and’ 
Mr. Lefevre. 


Mr. Puleston. 


6256. Do you know how much?—I do not 
know. 

6257. Do you know whether any part of it was 
made good by any one ?—I believe Mr. Bischofts- 
heim and Mr. Lefevre paid it. 

6258. Do you know that they paid this amount 
for that trustee ?—I have heard Mr. Bischoffs- 
heim say so, and Mr. Lefevre too. 

6259. You have no idea what the amount was, 
whether large or small ?—No. 

6260. Did this trustee hold any relations to: 
either Mr. Bischoffsheim or Mr. Lefevre ?—I do 
not know. 

6261. Was the 50,000 Z. that you spoke of Mr. 
Lefevre having received in cash to make a market, 
as you say, in addition to his commission, and so. 


‘on, and independently of them ?—Yes. 


6262. You spoke also of cancelled bonds just 
now; we may take that to mean bonds drawn 
and paid off at par under the contract ?—Yes. 

6263. Did the journal that you said you had 
kept supply the place of the minutes ?—No, it is 
an ordinary book. ; 

6264. Simply a private jourual ?—No, an ordi- 
nary book. 

6265. With regard to the authority which you 
had in writing to sell the bonds to Lefevre at 


50/., was that from the Honduras Minister ?— 


Yes, from the Honduras Minister. 
6266. And was there a new deed ?—Yesg, 


6267. That was a cancellation of the deed Aa 
presume so; it was done legally. 


6268. Did 


| 
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Mr. Whitbread. 


6268. Did the new trustees make any payment 
to you and to Mr. Widdecombe for doing their 
work for them ?—No, it was simply charged by 


us. 

6269. Is the amount stated there in the books, 
the total amount you ever received from any 
source for services in connection with these tran- 
savtions ?—Yes. 


Sir Henry James. 


6270. Mr. Cotterill’s only connection was with 
the 1867 Loan, was it not ?—I do not know at all. 

6271. He had no connection with anything 
you are aware of in the 1870 Loan ?—I do not 
know. 

6272. You took over the 1870 Loan from Mr. 
Davids ?—Yes. 

6273. You had no communication with Mr. 
Cotterill ?—None whatever. 

6274. You know nothing about his taking any 
bonds with him ?—Not personally. 


289 


Mr, Kirkman Hodgson. 


6275. As to that 750,000 /. of the Ship Railway 
Loan, you said that no money passed, but bonds; 
were the bonds that passed the equivalent of the 
750,000/.2—No; I do not know how much 
passed ; the bonds are shown in the ledger. 

6276. Why were the bonds delivered?—We 
were ordered to hand them over. 

6277. There were no expenses in the Ship 
Railway Loan, were there? —-I should think 
large expenses, advertising, and so on. 

6278. £.5,000, do you suppose?—I do not 
know. 

Mr. Walter. 

6279. Have you any means of knowing, or 
have you formed any approximate estimate of the 
amount which Mr. Lefevre made out of this loan? 
—No, I never did. 


Chairman. 


6280. Will you get these papers which you 
have been asked to produce ?—Yes. 


Mr. Bernarpd CRACROFT, re-called; and further Examined. 


Sir Henry James. 

6281. I THINK you have made a more detailed 
chart of the dealings in Honduras in the month 
of June?—I have kept the whole of the charts 
for many years. 

6282. You have prepared for us to-day that 
more detailed chart ?—Yes. 

6283. Will you give me the price of Honduras 
stock upon the 11th of June, the 1870 Loan ?— 
The 1870 Loan stood at 82, the medium closing 
price was 82, and the highest recorded dealing 
was 824, and the lowest recorded dealing was 
81}; that is indicated by the dots you see on the 
chart. 

6284. Now on the 12th what was the medium 
dealing ?—On the 12th the medium dealing was 
81. 

6285. On the 13th ?—LHighty-one. 

6286. On the 14th ?—-Seventy-nine. 

6287. On the 15th ?—Seventy-eight. 

6288. The 16th was a Sunday ?—Yes. 

6289. Now the medium dealing on the 17th? 
—-Seventy-two. 

6290. It fell on the Saturday to 72 ?—Yes, the 
medium closing price. 

6291. Now on the 18th what occurred ?—On 
the 18th the medium price was 60; but the 
highest recorded dealing was 72. 

6292. That is to say, it opened at 72?—No, 
that does not follow altogether. 

6293. It left off on the 17th at 72; what did 
it fall to during the course of that day ?—It went 
as low as 45 on the 18th. 

6294. What did it close at?—The medium 


_ closing price was 60. 


6295. Whatmargin were the quotations given? 
—The margin between 45 and 72. 

6296. When it closed what was the price given 
as the quotation ?—In the official list it is 2 per 
eent. 


Sir Henry James—continued. 


6297, Give me what it ranged from when it 
closed ?—I should say, not having the official list 
before me now, that it would be 59 to 61. 


6298. It was down sometime in the course of 
the day to 45?—Yes. 


6299. And some part of the day as high as 
72?—Yes; and if you wish to know, it was also 
dealt in at 70, it was dealt in at 53, and it was 
dealt in at 46. 


se All those variations of price took place? 
—Yes. 

6301. What took place next day ?—The next 
day the medium closing price was the same ; the 
highest recorded dealing was 653, and the lowest 
recorded dealing was 55. 

6302. Now between the 19th and the 22nd 
was the medium price raised from 60 to 70? 
—Yes. 

6303. On the night of the 22nd, I believe, it 
closed at 70?—Yes. 

6304. So that it had been raised by some pro- 
cess from 60 to 70 between the 19th and the 
22nd?—Yes; the highest dealing was 75 on the 
22nd; it was dealt in at 75 on the 22nd, and also 
at 65. 

6305. Now, will you also tell me between the 
22nd and the 29th, what did it fall to ?Between 
the 22nd and the 29th the medium price feli from 
70 to 50. | 

6306. What was the lowest dealing ?—The 
lowest dealing was 48. 


6307. The 1867 Loan dealing very nearly fol- 
lowed the same course, did it not ?— Very nearly 
followed the same. course. 

6308. What was the lowest price of the 1870 
Loan on the 28th ?—The lowest price of the 1870 
Loan was 44 on the 28th of June. 


Mr. Epwin WATERHOUSE, re-called; and further Examined. 


Sir Henry James. 
6309. THE new books that have come into the 
possession of the Committee since evidence was 
\ 0.64. 
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last taken, I believe, have been submitted to you 


for examination ?— Yes. 
-6310. Have 
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Sir Henry James—continued. 
6310. Have you gone through them ?—Yes. 


6311. I believe you found the journal absent, 
and no minute books?—Yes, and we have not 
seen the letter books, as we saw in the case of 
Davids. 

6312. No letter books, no journal, and no 
minute book ?—That is so. 

6313. These six books now before the Com- 
mittee are the only books that you have had ?— 
The only books. 

6314, The accounts of Messrs. Davids and 
Barnes, the late trustees, brought us up to the 
5th of August 1871 ?—Yes. 

6315. And these books take up the accounts 
from that date ?—F rom that date. 

6316. Until October 1872?—There are some 
entries in the books as far as April 1873. The 
appointment of the new trustees seems to have 
taken place before. 

6317. Now we will take, if you please, the 
evidence affecting the accounts from 5th August 
in the first instance. You have had the balance- 
sheet as well as the books ?—Yes. 

6318. ‘First, do you find the balance-sheet and 
the books concur ?—They do. 

6319. The balance-sheet has been correctly 
made out ?—Yes. 

6320. Then I may take it shortly that the 
new trustees commenced by receiving cash 
balance in hand from the loan of 1867, cash from 
the loan of 1870, and also cash on account of the 
1869 Paris Loan from Messrs. Bischoffscheim 
& Goldschmidt, sums which amount to 27,773 1. ? 


=) 6s, 


6321, Then they received bonds from Messrs. 
Bischoffscheim & Goldschmidt of the 1869 Loan; 
you take them at the price of 300 francs each ?— 
In the bond column they are taken at the full 
price. 

6322. And in the cash column at 140 francs 
and 75 1. respectively ?—-The amount realised is 
shown in the cash column. 

6323. Thatis 57 for the 1870 Loan, taking off 
the stock discount ?—Yes, the net result. 

6324. That is after allowing -the stock dis- 
count ?—I might just remark ‘that it might be 
well to take the bond columns, receipts, and pay- 
ments in the first instance. 

6325. The bond column, therefore, would be 
the amount of the bonds received from Messrs. 
Bischoffscheim & Goldschmidt, taking them at 
tn that is the price of chi 1869 bonds ?— 

es. 

6326. And the bonds of the 1870 Loan at 100 7. 
each ?—Yes. 

6327. That brings out 2,904,000 7. in bonds ? 
—It does so. 

6328. “ Bonds sold,” 2,384,200 2; 
value of the bonds?—Yes. 

6329. “ Bonds cancelled,” 99,532/., 
nominal price ?—At the nominal price. 

6330. Then the bonds were handed over to the 
sa trustees, at the nominal price, 420,0007.?— 

es 

6331. That disposes. of the whole nominal 
amount of the bonds ?—Yes. 

6332. Now, then, we come to the cash. The 
trustees received, as. we. have stated, 27,7731., in 
cash, from the old trustees, or from Messrs. Bis- 
choftscheim & Goldschmidt ?—Yes, 

6333. Now the proceeds of the bonds sold, of 
the two loans, 1,272,605 1. ?—Yes. 

6334. Those are net proceeds, after allowing 


that is the 


at the 
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Sir Henry James—continued, 
the stock discount?—After allowing 238,700 /. 
discount, in addition to the discount of 25 per 
cent., the bonds being taken at 752 

6335. But this is discount on the 75 .?—Yes. 

6336. And that is the 238,0007. which Mr. 
Ford has told us was allowed for stock discount, 
on the authority of the Minister ?—Yes. 

6337. That makes 1,300,000 7. in cash, apart 
from the stock discount ?—Yes. 

6338. Now we come to the expenditure, 
“« Railway trustees or contractors,” 101,254 1. ?— 
Yes. 

6339. That is the whole, I believe, paid to the 
contractors after the new trustee came into exist- 
ence, after Mr. Ford and Mr. Widdecombe ?— 
That is the whole, I think, with the exception of 
4,0007., subsequently acknowledged to have 
been received by the contractors. 

6340. The engineer receives 6,675 /., and then 
the interest and drawings amount to 879,352 .? 
—Yes, the amounts paid as interest and draw- 
ings. 

6341. Did that pass into the hands of Mr. Le- 
fevre ?—Nearly the whole of that went into the 
hands of Mr. Lefevre. 

6342. Now you have not dealt with the interest 
that Lefevre received prior to the 5th of August 
1871 ?—No, that is prior to the date of this ac- 
count. 

6343. Those sums were very large ?—Yes. 

6344. Will you come, if you please, to the 
drawing on the 1870 Loan, of the 30th April 
1871; 16,900 /. was paid to Lefevre ’—It was. 

6345. That was for an additional drawing, and 
in accordance with the prospeetus?—It was. 
The payment takes place during the trusteeship 
of Messrs. Ford and Widdecombe, though the 
drawing must have been paid by Mr. Lefevre 
prior to the 5th of August 1871. 

6346. That was authorised 1 in the deed of 27th 
July 1871?—Yes. 

6347. But it was a dvawitig that had, in fact, 
taken place in April ?—Yes. 

6348. Still he obtains that sum for an addi- 
tional drawing ?>—Yes. 

6349. Now, the next payment is interest on the 
1869 Loan, which was paid on the Ist of Sep- 
tember 1871; how much was actually paid ?— 
£. 83,000 was handed to Mr. Lefevre. 

6350. How much of that was iv relation to 
bonds in hand, and not out to the public Pons 
£.39,495. 

6351. How much did the drawing in that same 
September come to?—£.37,350; the drawing 
took place on the Ist August: the payment of 
the drawing was a month after that. 

6352. How much profit did Lefevre get upon 


‘that transaction ?—£. 24,156. 


6353. The gross sum that would have been 
paid if the bonds had been out, would have been 
37,350 1.?—~ Yes. © 

6354, The sum appropriated to bonds in hand, 
and therefore not paid to anyone but Luebel'e, 
was 24,156 /.?—Yes. 

6355. Now, the drawing in the 1871 Loan, of 
the 30th September 1871; that was the addi- 
tional drawing ?—Yes. 

6356. He only obtains there what is actually 
paid, and has no profit there ?—That is so. 

6357. Then, interest on the 31st December 


1871, in the 1867 Loan, is 100, 000 7.; there is no | 


profit there ?—No. 
6358. In the drawing of the, aatne} time there 
was 


} 
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was also no profit. Now we come again to the 

1870 Loan, and on the 31st December he obtained 
a profit of 5,0007. on that drawing ?—Yes. 

6359. Then, taking the interest of the 1870 
Loan on the Ist January 1872, he received 
125,000 7. interest on the whole loan ?—Yes. 

6360. How much profit '—£. 27,255, 

6361. Those were the bonds which were un- 
issued ? — Yes. 

6362. For interest, on the 1st March 1872, of 
the 1869 Loan he received 83,000/.; how much 
of that was in relation to bonds unissued ?— 
peeG, G00. 

6363. On the same date there was a drawing 
on the 1869 Loan, in which he received 19,932 J. 
profit ?—Yes. 

6364. Then on the 1870 Loan he received for 
interest, on the Ist of July 1872, 125,000 /.?— 
Yes. 

6365. How much of that was profit ? — 
£LTH,7 45! 

6366. The loan was then nearly getting 
out ?—The loan was nearly getting out; but 
the drawings which had taken place previ- 
ously, reduced the amount of interest that had to 
be paid. 

6367. On the lst September 1872, he received 
83,000 7. as interest on the 1869 Loan, and his 
profit was 15,521 7., I believe ?—Yes. 

6368. And the last drawing that took place of 
the 1869 Loan was in September; that would be 
37,350 2., and he obtained a profit of 12,744 1. ?— 
Yes. 

6369. Therefore, after it came into the hands 
of the trustees of the 5th August, he obtained in 
this way a profit, by receipt of interest and 
sinking fund on bonds not issued, of 186,673 ae 
—That is the total. 

. 6370. Prior to the 5th August, how much had 
he received in the same way by reducing the 
interest and sinking fund upon bonds unissued ? 
—Z£, 229,895. 

6371, What is the total prior to the 5th of 
August ?—E£. 229,895 ; subsequently 186,673 J. ; 
making a total of 416,568 1. 

6372. Lefevre received 416,568/. payments 
from the trustees, for and in relation to interest 
and sinking fund of bonds that they held in their 
hands at that time ?—Yes. 

6373. You have got there the details out of 
what loan it came, have you not ?—Yes, except 
in the mixed fund; it is not yery easily traceable 
in the case of the mixed fund. 

6374. Prior to the 5th August, will you read 
the details ?—There are only three items; in- 

terest, Ist January 1871, amount paid, 125,000 2. ; 
amount required to meet the interest on bonds 
then sold or issued, 31,695 /.; leaving 93,305 /. 

as profit. The drawing, 30th December 1870, 
amount paid, 75,000 /.; amount required 16,1007. ; 
leaving 58,900/. as profit. The interest, Ist 
July 1871, 125,000 7.; amount required 47,3101. ; 
leaving a balance of 77,690/. as profit. The 
three items of profit amount to 229,895 1. 

6375. And that with the other amount after 
the 5th. of August, makes the 416,568 2. which 
Lefevre has had ?—Yes. 

6376. In addition to stock discount ?—Entirely 
apart from stock discount. 

6377. I believe your attention has been called 
to the deed of the 27th of July 1871 ?—Yes. 

6378. Under which deed Mr. Ford acted. It 
is a deed entered into on the 27th of July 1871, 
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between Don Carlos Gutierrez, Messrs. Bischoff- 
sheim & Goldschmidt, and Mr. Lefevre, and 
then Mr. Ford and Mr. Widdecombe as trustees. 
By the 13th paragraph of that deed, he said: 
“ Charles Lefevre shall be entitled to retain for 
his own use the amount of the interest from time 
to time payable on such of the said bonds as shall 
for the time being remain in the hands of the 
trustees unissued, and the trustees shall cut off 
the coupons representing such interest from the 
said unissued bonds, and cancel the same. If 
any of the bonds for the time being remaining in 
the hands or under the control of the trustees un- 
issued shall have been drawn for redemption, 
then the said Charles Lefevre shall be entitled 
to retain, for his own use, so much of the funds 
in his hands as would otherwise have been appli- 
cable to the amortization of the said drawn bonds ; 
and the said trustees shall thereupon cancel the 
same and all coupons attached thereto.” Then 
by the 15th paragraph, the Minister, Messrs. 
Bischoffsheim & Goldschmidt, and Lefevre, 
agree: ‘ Such extraordinary drawings of bonds 
of the said loans of 1869 and 1870, or either of 
them, for the redemption of the same at par, as 
the said Charles Lefevre may deem expedient, 
shall take place in addition to the ordimary yearly 
drawings provided by the general bonds of such 
loans respectively ; notice in writing of such ex- 
traordinary drawings shall be given by the said 
Charles Lefevre to the trustees, and they will 
thereupon make arrangements with the said 
Charles Lefevre for the redemption of the bonds 
to be drawn at such additional drawings in the 
same manner as is hereinbefore provided with 
respect to the ordinary yearly drawing: Pro- 
vided always, that the said Charles Lefevre shall 
not be entitled to the benefit of any bonds re- 
maining unissued which shall have been drawn 
for redemption at any such extraordinary 
drawing, but such bonds shall be cancelled, 
without any payment being made to the said 
Charles Lefevre in respect thereof.” Now your 
attention has been called to the authority that is 
given to the trustees to pay over this interest on 
the unissued bonds after the date of this deed of 
the 27th of July 1871. Have you been able to 
find any authority for such payments prior to 
that date ?—No, I have seen no authority for 
such payments, 

6379. So that the 229,895 /., as far as you can 
find, has been paid over without any authority 
whatever ?—Apparently so; no authority exists 
in the trust deed, at any rate. 

6380. No authority in any of the deeds that 
have been placed before you ?—No. 

6381. Will you now continue the account 
which you were upon ?—The payments of interest 
and drawings, include also the Federal Bond 
interest to September 1872, 8,1002, and various 
sums paid Messrs. Bischoffsheim & Goldschmidt, 
and taken to the interest and drawing account, 
amounting to 13,702 ¢,.13s.8 d.; upon what loans 
or upon what bonds I have been unable to ascer- 
tain. 

6382. Next you come to “ Payments on 
account of the Government ” ?—‘‘ Payments on 
account of the Government ” 39,884 /. 4s. 7d. 

6383, Do you find what payments they are? 
—Yes; there was a payment on the 7th March 
of cash to Don Carlos Gutierrez ‘as per mi- 
nutes,” of 7,0007. Another payment to him in 


October 1872, by order of his Government, 


O02 12,500 2. 
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12,5007. There was an issue of bonds; 13,760 
bonds at 75 ., value 10,050 2., but to whom is not 
stated in the books; and there were various 
overdue bills, Government bills as they are 
called, taken up, accounting for the balance. 


Sir Henry Holland. 


6384. How much are those bills ?—£. 8,000 or 
9,000 U. 


Sir Henry James. 


6385. Now “ commission” ?—‘* Commission on 
the 1869 Loan,” 51,8520. lls. 1d. 

6386. That is on the portion of the 1869 Loan 
which came into the hands of the trustees in 
1870 ?—In 1871. 

6387. Then it is only upon that portion which 
the trustees, Messrs. Ford and Widdecombe, 
dealt with ?—No doubt it was two sums of five 
francs each on the bonds, and 2 per cent. on the 
nominal value. 

6388. The price was reduced from 140 to 124 
frances by the deed ?—Yes. 

6389.*Your attention has been called to the 
terms of the deed under which this commission 
was deducted, I believe; the price was to be 
taken at 140 francs on each bond ?—Yes. 

6390. Five francs on each bond was to be paid 
to Lefevre ?—Yes. 

6391. And five francs to be paid to Bischoff- 
sheim & Goldschmidt ?—Yes. 

6392. And 2 per cent. was also to go to Le- 
feyre ?—I think so. 

6393. Those 16 franes reduced the price of the 
bonds from 140 to 124 ?— Yes. 

6394. And those 16 francs make the commis- 
sion amount to 51,852 1. ?—Yes. 

6395. Now the commission on the 1870 Loan ? 
—There is a total commission on the different 
loans of 71,8527. Ils. ld. 

6396. Who did that 20,000 7. for the 1867 and 
1870 Loans go to?—It does not state. 

6397. Now there is the payment to Mr. Le- 
fevre of 57,3181. in respect of prior advances to 
the Honduras Government ?—Yes; the books do 
not state for what thatsum was payable, but it was 
by the deed; and there is a sum payable under 
the convention of October 1869, of about that 
sum, a return of 8 J. per bond on the bonds of the 
1867 Loan. 

6398. Now “ Stamping bonds, Exchange, legal 
and office expenses,” 22,2701. 18s. 7 d. ?—Yes, 
that consists of general expenses. 

6399. Trustees’ salaries ?-— Not the trustees 


‘salaries, but the expenses of the trustees. 


6400. Were they disbursements to clerks, and 
things of that kind ?—Disbursements to Mr. 


Sharp, 1,000 /.; tothe advertising agents, 1,360 /. ; 


“ monthly service,” 9002. (I presume that is the 
office expenses); the rent of Moorgate-street 
offices, 750/.; and sums amounting to 1,025 /. 
paid Captain Bedford Pim; then the expenses of 
the Paris Agency, 1,9501.; the cost of exchange on 
remittances from Paris, 2,207 1.; and the cost of 
stamping bonds, 10,2712; making the total of 
22,270 1. 18s. 7 d. , 

6401. Now you come to “ Salaries to general 
trustees,” 9,332 1. 16s. ?—Yes. 

6402. Those are Messrs. Ford and Widde- 
combe ?—With the exception of the 332 1. 16s., 
which was paid to the previous trustees; the 
salary of Messrs. Ford and Widdecombe was to 
date back from March 1871. 
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6403. They did commence in August 1871 ?— | 


They did commence then. 

6404. Then they got 4,000 7. a year, commenc- 
ing in the March previously ?—Yes. 

6405. And in that way they received 9,000 /. ? 
£. 6,000 for a year and a-half, and a further pay- 
ment of 3,000 d. 

6406. In October ?—At the close. 

6407. You do not include in that the payment 
that took place between October and April ?—If 
you mean the 150 /. of monthly services, no; they 
are included in the expenses. 

6408. That is independent ?—That is inde- 
pendent. 

6409. That 9,0002 really represents 14 
months’ actual services ?—August to September. 

6410, And the “Railway trustees ” got 3,083/. ; 
who were they ?—Messrs. Ford, Don Carlos 
Gutierrez, P. T. Blyth; and the secretary 
received 2501.; out of the total Mr. Ford had 
833 7.; Don Carlos Gutierrez 833/.; and P. T. 
Blyth 1,166 2. 


Mr. Kirkman Hodgson. 
6411. Who was P. T. Blyth ?—He was one of 


the railway trustees. 
Sir Henry James. 

6412. Then there was ‘“ Cost of Federal Stock 
purchased of J. Hart & Co.,” thatis the old debt, 
6,000 7. ?—Yes. 

6413. Then there was cash transferred to new 
trustees, 103,852 1. ?—Yes. 

6414, That accounts for a total expenditure in 
cash of 1,300,876 /. ?—Yes. 

6415. You have made a note here that there 
was a further discount allowed, amounting to 
191,0002., that was including a sum of 50,000 é. 
paid out of the loan of 1870 ?—Yes. 

6416. And 47,5201. was the discount allowed 
on the bonds of 1869, making the 238,000 Z. of the 
stock discount account ?—£. 238,700. 

6417. I think you have now not only worked 
out the accounts during the period of Messrs. 
Ford and Widdecombe, but also have worked 
out the account of the two sets of trustees 
blended ?—Yes, for the loans of 1869 and 1870. 

6418. Taking the two sets of trustees together, 
the first trustees of these two loans received 
straight off from the trustees of the 1867 Loan, 
7,588 l.?—Yes. 

6419. They then received for allotment money 
from the public on the loan of 1870, 179,120 1.? 
—Yes, that is the allotment money, amount re- 
ceived on allotment. meter 

6420. Then “ Amount received on 2,129,400 J. 
bonds subsequently issued,” 1,440,000 /. ? —Yes. 

6421. Making the money received on the 1870 
Loan, 1,619,745 l. ?—Yes. : 

6422. Does that include the stock discount, or 
not ?-—No, that is the net amount. 

6423. So you have taken off the stock dis- 
count ?—Yes. 

6424. Then there was received on the 1869 
loan, cash for Bischoffsheim & Goldschmidt, 
9,624 1. ?—Yes. 

6425. Out of bonds to the amount of 977,100 Z., 
there was received 408,469 /., making 418,085 /. ? 
—Yes, that is the net amount. 

6426. That was the 23 million English loan ; 
that represents only about four-fifths of the loan? 
—Yes. 

6427. The rest was disposed of in Paris ?—The 


rest | 
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rest was disposed of prior to the 5th of August, 
and did not come into the hands of these 
trustees. 

6428. Then there is “ Proceeds of Government 
i a 6,092 /.; making a total of 2,051,511 1.? 
— Yes. 

6429. ‘That 2,051,511 2. is apart entirely from 
the stock discount; the 238,700/. in the one 
sense ought to be added to that, and in the other 
taken off ?—Yes, the account would have been 
better, I think, if it had included that on both 
sides, 

6430. Now we come to the payments: “ By 
advances for the re-purchase of the scrip of the 
loan of 1870,” 417,000 1.; ‘* Less scrip and cash 
returned,” 352,611 /.; showing a loss of 64,000 2. ? 
— Yes, the amount of expenses in the re-purvhase 
of the scrip. 

6431. Now, “ Amounts paid to the railway 
trustees, or to the contractors,’ 141,254 1.?— 
Yes. ; 

6432. Out of the produce of the loans when 
they came to Mngland, can you find a trace of 
any payment being made to the railway con- 
tractors beyond that 141,254 1.—No. 

6433. Out of the portion of the 1869 Loan, and 
the whole of the 1870 Loan, all that has gone for 
the railway is 141,254 /. ?—Yes. 

6434. I think your attention has been called to 
the deed of 1876, by which 800,000 /. was devoted 
tothe payment of the contractors for the third 
section of the railway ?—Yes. 

6435. Mr. Brunlees, the engincer, obtained 
6,675 1; then the sum actually due on the Federal 
Loan of 1867, and on the issue bonds of the 1869 
and 1870 Loans, was 923,184 /. ?—Yes. 

6436. That ought to have been paid ?—That 
ought to have been paid. 

. 6437. In addition to that sum for interest, 
Lefevre has received 416,568 J. for unissued 


bonds ?—Yes. 


6438. Then there was “ Commission on placing 

bonds, and paying interest, et extera,” 226,852 1. 
11s, 1 d.?—I can give you the details of that. 
The lump sum of commission upon the loan of 
1870 was 125,0007. There were five separate 
payments of 10,0002. each for the payment of 
interest and drawings on the 1869 and 1870 
Loans, and there was a commission upon the por- 
tion of the French or 1869 Loan issued in London 
of 51,8527. 11s, 1d, making the’ total of 
226,852 l. 11s. 1d. 
_ 6439. To whom were those payments made ?— 
I think, with one exception of 10,000 J. to Messrs. 
Bischoffsheim & Goldschmidt, they were all 
made to Lefevre. 

6440. This does not refer to the 1867 commis- 
sion?’—This has nothing to do with the 1867 
Loan. 

6441. Take of that 10,0002., that will leave 
Shia l. paid to Lefevre for commission ?— 

res. 2 
6442. Add that, please, to the 416,568 /., which 
he received for the drawings and interest on 
bonds then unissued ?—£. 633,420. 

6443. That is entirely apart from the stock dis- 
count ?—Hintirely apart. 

6444. Add that, if you please ?—That makes 


872,120 7. 


i‘ 


6445. We have next got to “ Lefevre, in re- 


payment of sums advanced by him to the Go- 


yernment,” 57,318/.; there isa recital im the deed 
that that is due ?—Yes. 
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6446. You have no detail of that ?—No detail, 
but it is pretty clearly traceable to the 8 /. per 
bond on the bonds of 1867, which he allowed to 
stand over. 

6447. So that is another addition to what he 
made out of the loans ?—Yes. 


Sir Henry James. 


6448. This 872,120/. does not refer to: any 
profit made out of the 1867 Loan?—It has no- 
thing to do with the 1867 Loan, except perhaps, 
I may add, a commission on paying the interest 
on the 1867 Loan during the year 1871-2. 

6499. That was transferred over from Messrs, 
Bischoffsheim & Goldschmidt to him ?—Yes. 

6450, And this amount which you have stated 
comes out of only the 14870 Loan and the two- 
fifths of the French Loan that came over to this 
country ?—~ Yes. 

6451. That does not include any profit that he 
made in the difference between the price he gave 
of 75 1, for the 1870 Loan and the 68/. 12s. for 
the 1867 Loan, and what he sold it at in the 
market ?—No. 

6452. Your attention has been called to the 
current quoted prices ?— Yes, 

6453. They were considerably above 68 /. 12 s. 
for the, 1867 Loan ?— Yes. 

6454. And above 752. for the other loan ?— 
Yes. J have handed in a statement showing the 
difference between the price realised by the 
trustees and the market prices at the date of sale 
of the bonds of the 1867 Loan. 

6455. How much is that ?—It was 84,3617. in 
addition to which Lefevre was to receive the 8 /. 
which he had foregone for a while, making 
36,4407; making a total of 120,800 2. 

6456. That is the price quoted on the market ; 
but that is no index of what Lefevre got; he 
would have to sell under that, and therefore he 
would not get that?—No doubt. 

6457. At any rate there is a margin, so that 
much would not be lost on that transaction ?-= 
Yes, and perhaps the same remark would apply to 
the 238,700 2. stock discount. 

6458. As we know, it was a very falling market, 
and therefore that 238,700 /. must not be takenas 
cash to be ‘charged to Lefevre ?—-No. 

6459. Now we come to “ Payments stated to 
be on account of the Honduras Government,” 
58,930 1.?—Yes; 19,046 1. of that was paid by 
Messrs. David & Barnes, and the balance by 
Messrs. Ford & Widdecombe; and the 19,046 2. 
contained 15,800 7. Government bills. a sum which 
was paid in one amount to Messrs. Bischoffsheim 
& Goldschmidt. : 

6460. Then there is “Cost of Federal stock 
purchased from Hart & Company,” 6,000/., and 
the trustees received 16,374 2: ?—Yes. 

6461. Does that include the 9,000/.?—Yes 
the 9,000 /. is part of that. 

6462. “ Stamping bonds, cost of exchange of 


French remittances, legal and office expenses. . 


less interest received from bankers, 30,112 J. 
Then ** Cash paid to new trustees (Pim, Kerferd, 
and Haslewood),”. 103,852 7. ; and that accounts 
for the 2,051,511 7. received from the 1870 Loan, 
and the portion of the 1869 Loan ?— Yes. { 
6463. Now a question about these books in 
relation to the 1867 Loan; can you give us from 
the books as to whether there were some bills of 
15,8007. drawn on account of the mahogany 
O03 cargoes 


Mr, 


Waterhouse. 
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cargoes of the vessels ?—Itis not stated what the 
bills were drawn against. 

6464. But they were the same time as the 
cargoes ?—About the same time. 

6465. And they meet the same amounts as the 
amounts of the cargoes, do they not ?—In one or 
two cases I believe they do. In the case of the 
bills which passed through Messrs. Hart’s hands, 
Tthink against the “ Queen of the South,” there is 
exactly the sum of 2,000 J. due on the 18th July, 
corresponding to the date of the bill. 

6466. And that does refer to the five cargoes, 
does it not?—I tannot trace particular cargoes. 

6467. How do you get the 15,8002 ?—Itis 
one sum asked for by Messrs. Bischoffsheim & 
Goldschmidt’s letter of the 22nd of August 
1870. 

6468. Was that sum of 15,800 J. paid to Messrs. 
Bischoffsheim & Goldschmidt ?—I think it ws; 
on their application, at any rate. 

6469. By the trustees to the loan?—By the 
trustees. 

6170. Does it appear that it was paid to meet 
bills ?—The details of the amount are given in 
the letter; they were eight bills of various 
amounts, maturing prior to the 22nd of August 
1870, and amounting to 15,800 J. 

6471. Now as to these books, of course you 
have not had the assistance of the journal ?— 
No. 

6472. Nor the minutes ?—No. 

6473. Can you give us any assistance by 
stating your view of this 750,000/. ship railway 
transaction ?—I do not understand it. 

6474. Have you tried ?—Yes, | have tried. 
There is no doubt that Lefevre was credited 
with the 750,0007. that his account might not 
otherwise appear in debit for cash and bonds 
handed to him, as if he was under an engagement 
to meet payments amounting to a very large 
sum, on behalf of the trustees. 

6475. So that he was credited at that time, 
without any sum having been paid by him, with 
750,000 /. ?—Yes. 

6476. We get the debit back to his account on 
the 13th and 24th May, 250,000 7. and 500,000 4. ? 
—Yes; the-entry is written back in two sums. 

6477. So far that would look like a mere book- 
keeping transaction ?—Yes. 


Mr. Kirkman Hodgson. 


6478. Can you form any idea what that ac-— 


count was intended for ?—I think if one notices 
that between March and the 9th of May, Mr. 


"Lefevre is debited and has had cash amounting to 


400,000 U., and that he had the use of that money 
for a certain time 


Sir Henry James. 

6479. Do you mean absolutely, money ?— 
These are the sums; 9th March, cash 25,000 /. ; 
1ith March, essh 150,00072.; 12th March, a 
transfer from Mr. Gill’s account (who apparently 


_ owed money for French bonds), 109,908 4, and 


on 27th March, 130,000.4; making a total of 
414,9081.; and against those sums he is credited 
with the 750,000 /. 

6480. He ia debited with having received 
those moneys, and credited with the 750,000 /.? 
—Yes. 

6481..So that he did receive those moneys 
then ?—1 think so; it is in his account. 


6482. Put the 750,000 /, transaction out of the 
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Sir Henry James—continued. 


question; apart from that, was there any time, 4 


according to your view of these accounts, when 
Mr. Lefevre did receive money so owed ?—There 
was a sum against him at the end of March 


amounting to 450,0002.; at the end of April, a. 


sum amounting to 560,000 J.; at the end of May, 
the same sum, 560,0002, but the whole is 
closed in June. 

6483. Now how was it closed?—By various 
entries of commission, interest, and stock dis- 
count, and finally the last entry in the account, 
100,000 7. cash. 

6484. Now will you give me the payments at 
the end of May, if you please, the amount of his 
debit ?— £. 562,983. 16s. 9d. 

6485. He had had that. money ?—He had had 
that money in bonds or cash, . 

6486. Now I want to see in detail how he paid 
that; how didhe pay that off ?—First, there was 
commission 20,000 2. ; I think itis under the head 
of “ Sundries.” Then there was the interest on the 
1867 Loan, 50,000 2. ; the interest on the 1869 
Loan, 83,000 2, and interest on the 1870 Loan, 
125,000 2.; all in June. 

6487. But he was entitled to receive those 
sums ?—He was entitled to receive them at that 
date, not before. 

6488. They treat those as payments to him ?-— 
They passed to his credit. 

6489. Will you proceed ?—The drawing of the 
1869 Loan, 37,3502. Those amounts make up 
315,3507. Then there was the stock discount on 
the loan of 1870, 129,2501.; stock discount on 
the loan of 1869, 47,5202, and there was cash 
100,365 7. that he gave them; but on the same 
day he received a cheque from them for 50,0007. 
for stock discount beyond those amounts which 
are credited to him. It is carried to the stock 
discount account; it is treated as such. 

6490. And in that way you get the 562,000 /, 
that he owed on 9th May ?—Yes. 

6491. And does that close the transaction ?— 
Yes; and ‘then comes the entry of 750,000 /. to 
his debit. 

6492. Have you any idea why these two items 
were entered separately to his debit, the 250,00Q/. 
and 500,000 2. ?—Not at all. 


Mr. Kirkman Hodgson. 


6493. In fact, as far as you can give us the 
figures, the whole account of the 750,000 /. is 
utterly inexplicable ?—It has nothing to do with 
the loans of 1869 or 1870. 

6494. Or, as far as you see, anything else. The 

oint I want to find is why he was debited with 
750,000; they would not haye put 750,000 /. 
at his disposal, I imagine, unless he gave security, 
or in virtue of some special contract ?—Yes. 

6495. They put at the disposal of Mr. Lefevre 
750,000 l.; no operation seems to have taken 
place, but the money is repaid, or apparently re- 
paid in two or three months afterwards in two 
sums of 250,000 J. and 500,000 /.; and there does 
not appear to be any cash entry ?—It is hardly 
repaid; it is only wiped out. _ l 

6496. There does not appear any cash payment 
whatever in order to cancel this transaction, any 
more than there was any cash payment to make 
the original entry ?—No; but during the interval 
he held some 500,000 2. or 600,0007. belonging: to 
the trustees. 


6497. Do you come to the conelusion that that 


750,000 2 was put as an adyance to enable him 
to 


Mr. Kirkman Hodgson—continued. 


to have that money which he received on the 
other account ?—That seems very clear. - 

6498. They apparently agreed to make an 
advance to Mr. Lefevre of 750,000/. against 
nothing in order to place in the other account to 
his credit so much, 560,00U/., which being can- 
celled by the commission, the stock discount, and 
allthe other entries, as far as it was used, enabled 
him to make two other paper entries of 250,000 J. 
and 500,000 7., and to cancel the 750,000 /. alto- 
gether ?—Yes, that is the meaning of the entries 
in the books. 


Mr. Walter. 


_ 6499, As the result of your inquiries, could 
you name any two sums between which would 
lie the correct amount of Mr. Lefevre’s receipts 
on these transactions?—I do not think I could, 
for his transactions on the Stock Exchange are 
wholly out of my cognisance. 

6500. You have stated here asum of 872,0001. 
which I understand you to say is liable to de- 
ductions on account of losses ? —I could not form 
an estimate of what his expenses might be. 

_ 6501. You would not like to state any sum ?-—- 
T should think they were very much within that 
figure; there must have been a very large 
balance of profit to him. 

. 6502. But could you give the Committee any 
approximate idea of it?—I have no means of ar- 
riving at it. 


Mr. Stephen Cave. 


6503. These two sums of 141,000/. and odd, 
and 6,000 7. and odd, were paid for the railway ? 
—The latter sums to the engineer; that was for 
Superintending the construction of the railway. 

_ 6504. Then you have to add these sums to- 
gets to find out what was really: paid out of 
these monies for railway purposes?—Yes; the 
total is 141,254 /. paid to the contractors. 

_ 6505. But you must add to that the 6,675 /. 
paid to the engineer ?—It was paid to the engi- 
neer apart from any payment to the contractors. 

6506. You may fairly say that those two items 
put together, were what were paid for railway 
purposes ?—The only sums paid for railway pur- 
poses. 


My. Whitbread. 


- 6507. Taking the two sums of 229,895 /., and 
186,673 1., which were the profits upon bonds, 
not out of the hands of the trustees, what possible 
eductions are to be made from those sums be- 
fore we arrive at Mr. Lefevre’s profit ?— None 
whatever have to be made from those sums. 
6508. There is then profit of 416,568 /. on that 
item alone ?—No doubt. 

' 6509. The stock discount, the 238,700/., is 
jable to deductions, but could not possibly show 
loss, could it ?—I should think not. 

6510. Could it possibly show a loss ?—The 
market prices were on the whole considerably 
above the prices at which Mr. Lefevre took the 
bonds, after allowing for that discount. 

| 6511. Was it at the time that he was parting 
with these bonds ever below the price at which 
he took them, 50 l.?—There was a fall just on the 
18th of June; but prior to that date, they were 
always above. On the 17th, I think, the price 
‘dropped below the price at which he was taking 
\them; then the allowance was made of the stock 
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Mr. Stephen Cave. 


6512, That allowance was made to compensate 
him for the fall in the price between the taking 
and the selling ?—Apparently so. 

6513. It was subsequent: to the fall that the 
stock discount was allowed him ?—Just about the 
same day. 


Mr. Whitbread. 

6514. Then the further sum which makes up 
the total of the 872,000/., namely, the 216,852 /. 
commission on placing bonds, and paying in- 
terest, cannot have caused a loss, can it?— 


' There might be expenses in connection with it. 


6515. But it could not possibly show a loss ?— 
I should think not; it would show a profit. 


Mr. Puleston. 


6516.. Among the items paid to Lefevre are 
several drawings; that is, bonds paid off at par, 
I suppose; but is it intended to show that all 
the amounts received went into Lefevre’s posses- 
sion, or that he repaid it to the other holders of 
bonds?—The total sum was paid to him, and he 
provided the interest upon the bonds in the hands 
of the public, keeping apparently the balance for 
himself. 

Sir Henry Holland. 


6517. I see in the 1870° Loan the interest on 
the lst January 1872, 125,000/., was for the 
public, and of that you say that 27,255 1. would 
be Mr. Lefevre’s profit?—Yes. 

6518. Now, there was no drawing between 
that time and the next item with respect to the 
1870 Loan, the Ist July 1872; but though the 
same sum is called for then, namely, 125,000., 
the benefit is only 13,7157. to Lefevre; how 
would that arise ?-— Because, in the interval, more 
bonds were issued to the public. 

6519. But there is 125,0007. in each case 
called for to the public ?—That is the full amount 
of interest upon the whole loan. 

6520. Now you said that there is nothing to 
show exactly what profit Mr. Lefevre got; is 
there anything at all to show what profit Messrs. 
Bischoffsheim & Goldschimdt got upon these 
accounts ?——No. 


Mr. Ellice. 


6521. I want to be quite clear about this 
account, this sum of 416,568 Z., that was paid for 
interest and drawing on loans in the hands of 
trustees, That went by way of profit ?—Yes. 

6522. “ By commission on placing bonds, and 
paying interest ;” that went in profit. to some- 
body or other ?—Yes. - 

6523. So that these two sums certainly were a 
profit, irrespective of stock discount ?—Yes, a 
gross profit; there would be expenses connected 
with them. 

6524. Altogether, out of this loan, irrespective 
of 57,318 1. “ Paid to C.J. Lefevre in repayment 
of sums advanced by him to the Government,” 


there would be 700,738 1. that went out of this > 


loan to individuals ?—-Yes; and there were ex- 
penses connected with the purchase of scrip going 
to individuals, and payments on account of the 
Government. 


Chairman. 

6525. Do you know what was paid to the trus- 
tees, and was not Captain Pim one of the trustees? 
—-I have not had the books of the last trustees, 
Pim, Kerferd, and Haslewood. 

O04 6526. The 


Mr. 
Waterhouse. 


24 June 
1875. 


Mr. 
Waterhouse. 


24 June 
1875. 


Mr. Ford. 


Mr. 
Haslenood. 


sum of 103,85272. handed over to 
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Mr. Ellice. 


6526. The only sums that really went to the ac- 
count of the HondurasGovernment out of this whole 
2,051,000 /. were, first of all, the amount paid to 
the railway trustees, 141,254 1.; to Brunlees, the 
engineer, 6,675 1.; the cost of 15,000 2. Federal 
stock purchased from Hart, 6,000 /.; those were 
the only sums that really went to the Honduras 


Mr. James For», further Examined. 


Sir Henry James. 

6528. You have heard what Mr. Waterhouse 
has said in answer to the question of the honour- 
able Member for Bristol as to the 750,000 2. 
entry, and the purposes for which it is entered ; 
do you agree with that evidence, or differ from 
it -—I agree with it. 


Mr. Kirkman Hodgson. 


6529. I will only ask what particular reason 
there was for naming the account “ Honduras 
Ship Railway Loan Expenditure Account;” I 
take it that was a fancy name ?—Anything. 

6530. It really did not mean what it stated 
itself to be ?—Yes, it meant that. 

6531. But you might have called it the Ship 
Canal, or anything; that expression had no mean- 
ing ?—No. 


Mr. Edward Stanhope. 


6532. Is the journal in existence ?—I do not 
know; I do not know whether the new trustees 
have looked in their boxes, but we have handed 
over a tremendous lot to them. 

6533, It is not in your possession ?—No. 
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Mr. illice—continued. 
Government ?—“ Payments stated to be on 
count of the Honduras Government, 58,00 
odd,” should be included in that. ; 

6527. The fact is that about 200,000 7. went ; 
the railway trustees and the Honduras Gover 
ment out of the whole sum ?—Yes. 


Sir Henry James. 


6534, And it was not handed over by you to tl 
Honduras Minister?—No, Ishould like to say thi 
In regard to this 13,702 /. paid to Messrs. Bi 
choffsheim & Goldschmidt, the last witness sa: 
he did not know what it was for; I have trace 
that that was paid to them in respect of dray 
bonds and interest on the 1869 Loan, paid, I b 
lieve, through the Franco-Egyptian Bank, ¢ 
some bank like that, in Paris. 


Chairman. 


6535. You say that the minutes were all d 
stroyed; supposing your authority for any 
these payments is challenged, what answer hay 
you got ?—I can prove authority for everythin 
I have done, either by the deed or by the speci: 
authority of the Minister, 

6536. You have gotit in writing, have you ?- 
Yes. 

6537. In his writing ?—Yes. 

6538. You have got a clear answer to an 
question of that sort ?—Perfectly. 

6539. I think you have got a list of the doct 
ments that we want ?—Yes. 

6540. Will you have the goodness to go hom 
and fetch them and bring them to the Committe 
to-day ?— Yes, 


Mr. Epwarp Hastewoop, sworn. 


Sir Henry Jumes. 


6541. We have had a balance-sheet handed to 
us, and a statement that there were certain bonds 
of the 1869 Loan and the 1870 Loan, and also 
103,000 /. in cash handed over to you, the three 
new trustees, Mr. Haslewood, Mr. Kerferd, and 
Mr. Pim ; is that correct ?—-No. There are the 
bonds, but a good many of them were cancelled, 
valueless to us; but they appear as a large 
amount in value, which they are not. 

6542. Let us begin with the cash; was the 
you ?—Un- 
doubtedly. 

6543. What has become of it ?—Immediately 
afterwards we gave the order for 70,2001. to go 
to Paris to meet the next dividend. 

6544. When was that accruing due ?—That 
would be due in the following March, but the 
Frenchmen insisted on having the money over in 
Paris. 

6545. For what purpose should it go to Paris ; 
was it in connection with issuing the new 
attempted loan in Paris ?—Unquestionably. 

6546. Did you take it over ?—No. 

6547. What became of it ?—Captain Pim took 
it over, and brought it back again, and went over 
again. 

6548. Do you know what has become of it?— 


. 
Sir Henry James—continued. 


They had the money and paid the dividend wit 
it. 

6549. Of March 1873 ?—Prior to’ that date 
which is customary in Paris. 

6550. You mean that it is customary to pay it 
advance ?—Yes. ! 

6551. That is the disposal of the 70,000 J, 
you say it has gone to pay the French interest o1 
the 1869 Loan?—Yes. 

6552. Now we have got rid of 70,0002. out o 
103,0007.; what has become of the rest ?—I 
went in various ways for various purposes. 

6553. Let us know some?—The whole of th 
documents, papers, books, and everything con 
nected with it were put into a box and delivere; 
to the Commissioner of Honduras. 

6554. Who was he?—Dr. Bernhard. I hay. 
not a paper in any form, way, or shape whicl 
can guide my memory ; not a trace. 

6555. Let us try your memory without th 
papers?—I shall be most happy to answer you 
questions. I only had a notice yesterday that | 
was to attend here; if I had gone and referred | 
could have refreshed my memory, but I had no 
the notice in time. _ | 
_ 6556. Cannot you tell the Committee generally 
what did the 33,0007. goin; what expenses wer 

there’ 


\ 


Sir Henry James—continued. 


there ; what would it be paid away in ?—I dare- 
say 8,0007. or 10,090 1. at least was paid to the 

Honduras Government. 

$557. Do you mean to the Minister ?— No. 
| 6558. To whom?—By order of Dr. Bern- 

‘hard for the service of the Government. Don 
Carlos did not have a shilling of it. 
| 6559. When was that payment made by 

‘Dr. Bernhard’s authority? —During the year 

1873. 

6560. That is 8,0007. or 10,0002.; what be- 
| came of the other 20,000 J. ?— There might have 

; been 8,000 /. or 10,000 /. expenses of the trustees 
_, jm various ways. 

_ 6261. Who do you mean by the trustees ?— 
i Your humble servant, Mr. Kerferd, and Captain 
wt Pim. 

6562. What sort of expenses do you mean; 
going to Paris to bring out the new loan ?—Yes, 
that formed a portion of it; and I did not work 
«/ for nothing. 

_ 6563. Do you mean to say that you received 

“recompense for trying to bring out that new Joan 
‘jam Paris ? —I received recompense for my labour 
(as atrustee. The particular duty of trying to 
‘() bring out the loan in France fell to Mr. Kerferd 
‘) and to Captain Pim, who was especially appointed 
i under a special deed for that purpose. 

“| 6564. How much did the trustees get for that ? 
_ —We got 2,0007. a year each of us for our 
‘= labour. 
6565. How long did you labour ?-- A year and 
a quarter, ora year and a half it might have been : 
w) it was a period of over 12 months. 
6566. You got 3,000. each ?—Not twice. 
ite 6567..That disposes of all but 10,000/.; what 
became of that?—I cannot tell; it went under 
or the deed of trust. — 
i! 6568. Did your new trustees act under a deed 
_ of trust ?—Yes, unquestionably. 

6569. Haye you got it?—No, everything was 

in the box. 
6570. Where is that ?—It was placed in the 
hands of the commissioner specially, and fully 
- authorised by the Government for this purpose. 
6571. Is that Dr. Bernhard ?—Yes. 
| 6572. He is away, is he not?—No, he is in 
London. The object of that trust was to close 
| the trust connected with Lefevre and bring it to an 
issue. There is a clause in Lefevre’s trust which 
) have not heard commented upon, which is very 
serious. I mean in the trust deed of the 27th 
1 July 1871. There is a particular clause by 
‘ll which he has the power of naming whatever time 
he likes to ask for the bonds; that is the one we 
"considered it advisable to get rid of. 
i _ 6573. Did you go through the accounts of the 
produce of the loan prior to your becoming 
trustee ?—I inquired of Mr. Ford a good deal 
about them, but I did not go through them in 
_ that sense. 
6574. Did you check them or consider them 
ul payments which had been authorised ?—I made 
an inquiry about a good many, and was shown 
‘ that they were so, and I did not go through the 
™) rest. 
6575. Did you find any authority for his taking 
i!) the interest on the unissued bonds in January 
“|| 1871?—That is before the Ford and Widdecombe 
“| trust; that point I have never had anything to 
. do with in any form or shape; I concluded it 
nl! would belong to the prior trust. 
6576. Was your attention drawn to the fact 
0,64. 


(a 


| 
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Sir Henry James—continued. 


that by the deed of 27th July 1871, he had the 
power to have as many additional drawings as he 
thought expedient ?—I think not. I remember 
that there was one, but I had never noticed it 
was under the deed. 

6577. Did you know there had been additional 
drawings ?—Yes. 

6578. Did you know for what purpose ?—No, 
I had nothing to do with it at that time. 

6579. Did you think that money came from 
the hypothecated forests or the Honduras Govern- 
ment ?—Certainly not. 

6580. Where did you think that money to pay 
the additional drawings came from ?—I should 
suppose out of the loan. 

6581. You went through these accounts; was 
your attention called to that?—That was some 
two or three years before I had anything to do 
with this matter. 

6582. It was in September 1871, and you came 
into operation in October 1872 ?—Yes, | thought 
it was earlier than that. 

6583. What has become of the bonds. The 
firstsmall sum is Federal Stock, 15,0002. nominal? 
—Now in my hands.’ 

6584. There are French bonds 38,812 in num- 
ber, taken at the price of 140 franes?—I beheve 
T received 27,000, or about that, in uncancelled 
bonds, and the rest must have been cancelled. 

6585. What have become of those ?—This 
(pointing to a paper) is the only paper I possess, 
and that has been put into my hands this morn- 
ing; it came out of the lawsuit in Paris; we 

sent 3,000, and 4,000, and 5,000; 12,000 of them 
were sent to the Scheyer to supplement the divi- 
dend, that he might have means in hand to pay 
it in March, or to be able to show when the 
French Loan was coming out, that he had the 
means to pay the dividend. That is 12,000 out 
of the 27,000; then 15,000 or 16,000 was given 
to the commissioner, Bernhard. 

6586. What has become of those you do not 
know ?—Thena small balance of about a thousand 
given to Mr. Tucker, to aid, help, and assist in 
bringing out the company. 

6587. Do you know what has become of those 
that Dr. Bernhard had ?--I am not certain. 


Mr. Kirkman Hodgson. 


6588. Did he pay value for them ?—No; he is 
the commissioner, and he took them by right of 
office ; he demanded of us the closing of the trust, 
and he took whatever there was. 


Sir Henry James. 


6589. What became of the 1870 bonds, 547 
bonds of the 1870 Loan, at 75 /.?—I received 
16,000 /. in stock, nominal, uncancelled, about, and 
the rest in cancelled bonds. ~ 

6590. What has become of the 16,0002. stock 
nominal ?~-Memory again; I thik they were 
entirely handed to Mr. Tucker. , 

6591. That is all that you can tell us ?—There 
are four items on that, and I have accounted for 
those four items. 

6592. Did you go over to Paris in order to 
attempt to issue the loan of 1872 ?—Distinctly 
not; I had no authority, no power to do so. 

6593. In fact, except in passing these bonds 
over in the way you have mentioned, you seem 
to have taken very little part in it?—That may 
be your view, it is not mine; I had a great deal 


ee of 
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of labour ; there was a great deal of thought, and 
a great deal of anxiety. 

6594. Very little money, 1 am afraid ?—Very 
little money. 


Mr. Edward Stanhope. 


6595. You have been connected a long time 
with Honduras matters, have you not A very 
long time indeed. 

6596. You are one of the people who arranged 
the settlement of the Federal debt ?—Yes. 

6597. And have you been connected with the 
issue of all these loans ?—Well, I was in the 
Brazils in early life, and that brought me in con- 
nection with the whole of South America and 
Central America, in one way-or the other. 

6598. «lave you been connected with the issue 
of all these loans?—No, only the small ones, the 
90,000 7. 

6599. Now, were you connected with this 1867 
Loan ?—I knew nothing about it till the day it 
was issued and out. 

6600. Did you see the prospectus before it 
was issued?—I might have read it in the 
“ Times.” 

6601. That was after it was issued?—Nay; I 
consider a thing is issued when we find it is 
accepted, and that the allotment money 1s 
paid. 7 

6602. But I mean the issue of the prospectus? 
—I did not see it until I read it in an advertise- 
ment; and with the two others I had nothing to 
do.at all. 


Mr. Ellice. 


6603. But as you have known Honduras so 
long you must have known something of its 
affairs, and its ability to repay these large sums 
which it was borrowing; how came you to be a 
party to issuing loans to the public that from 
your knowledge of Honduras .you must have 
known they could not repay. I am talking of the 
last loan?—I did not go to Paris. 

6604, Still you had these bonds in your posses- 
sion, and became a trustee in connection with 
those bonds ?—Yes. : 

6605. How came you to have anything to say 
as trustee~to these loans, which, from your know- 
ledge of Honduras, you must have known could 
not have been repaid ?—I know there is a single 
spot in Honduras, in what has been called a de- 
sert, of greater value than the Chincha Islands, 
and if the railway can be brought to meet that 
spot, or near it, there is three-and-a-half miles in 
length and a mile in width, and it has sulphate of 
copper worth 237. a ton. There are quarries 
there better than those of Pentelicus; and the 
timber is something marvellous in its extent and 
value. 

6606. You have been there, have you?—l 
have not. 

6607. Then your information is from hearsay? 
—Not from hearsay, but from undoubted records 
which I firmly believe. . 

6608. What records are you speaking of P— 
Various papers that have been sent to me; and 
also from meeting people from Honduras and 
those localities. 


Sir Henry Holland. 
6609. In short, you marvel why these loans 


are not taken up readily at once ?—No, unless 


four millions can be raised, or whatever sum may 
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Sir Henry Holland—continued. ~ | 

be needed to finish the entire railway, any oth 
short of that is wasted. j i, 
6610. N eed we do further than finish the rails! 
way up to this desert place?—I wish we could. ] \ 


Mr. Stephen Cave. 


6611. How far is that place you speak of from. 
the capital ?—If you ask what distance isit from) 
the sea board, it is about 50 miles from the port. | 

6612. But how far is it from the capital?—T 
cannot say. Wy 

6613. How far is it from the place where the! 
railway is finished?—The railway will come| 
within about 40 miles of it (but I would rather! 
not hazard an answer on this) when it is finished,) 
Now it goes 60 miles towards it, and another 19) 
miles will be made shortly. : | 
_ 6614. At present the part of the railway that 
is finished, I suppose, does not go anywhere near] 
this place which you mention? —It does; it| ; 
goes, perhaps, halfway towards it. o% 

6615. I want to know how far that part of the) 
railway which is finished goes from this place} , 
which you have mentioned ?—I would rather not| b 
say ; 1 should say 60 or 80 miles at this present) 
moment. if 


6616. And when it is finished to the Pacific it) 
will still be 40 miles from that spot, as I under-|_ 
stand you ?—Yes. a 

6617. How will you get your timber or ore to _ 
the railway ?—The timber is on the line for above!) 
a hundred miles. The moment the 19 miles are): 
completed, there are the timber forests, and the © 
marble is on the line of coast, and within 20 miles 
from the railway. all 

6618. What place is that which will be 40) 
miles from the railway ?—The sulphate of cop-)) 


er. 
6619. How do you propose to get that to the |: 
railway over those 40 miles of desert ?—I did not'. 
propose that. I was asked whether this country)” 
had valuable resources; I give you this as one 
them. on | 
6620. I understood you to say that if the rail-| 
way was finished according to the original pro- 
ject, you would then be able to bring this wealth. 
of the country into operation?—Forty miles is| 
not such a wonderful distance. They bring ore 
at the present time 700 or 890 miles to the end 
of the railway in Mexico, on the backs of mules, |” 
Mr. Kirkman Hodgson. 
6621. But the railway in Mexico is not pay-| 
ing ?—I do not think so. | 


Mr. Stephen Cave. 


6622. You use that as aii illustration bearing 
on this question ?—Yes. 

6623. If it will be 40 miles from the railway) 
to the sulphate of copper, and only 60 miles from 
the sulphate of copper to the Pacific, how is it 
that the sulphate of copper has not found a port 
—Because the bondholders will not take posses- | 
sion; but they have a right to take the property _ 
in Honduras, and go out and turn it to advan- — 
tage. ake _ 

6624. Do you think that the bondholders 
generally would go out and occupy a country 
which they have lent money ?—TI think this, th 
if they did they would be very willing to stop. 

"6625. May & 


Mr. Kirkman Hodgson. 


6625. May I ask you whether, under any cir- 
eumstances, you would go out there ?—Well, I 
have been in localities quite as bad as you repre- 
gent this to be; and I should prefer Honduras. 


| Mr. Stephen Cane. 


| 6626. The only prospect, you think, that the 
| bondholders have of being paid is to go out them- 
selves, and work the sulphate of copper?—I did 
not say that. If they will turn to account what 
js offered to them, they will find that they have 
got a very valuable property. 

6627. ‘That is to say, they are to go out and 
work it ?—Something like that, or send out. 


Sir Henry James, 


6631. We have heard from Mr. Haslewood the 
"statement of what has become of these bonds and 
“eash. Do you agree with that statement ?— 
“Quite. As Mr. Haslewood’s memory did not 
“\serve him with regard to the disposal of this 
"130,000 1., 1 may say that I have a distinct recol- 


Sir Henry James. 


6632. You have heard Mr. Haslewood’s ac- 
‘ eount of the disposal of this 103,000/.; is that 
 gorrect?—There is a little more to add. We 
paid, so far as my memory goes, a good round 
( sum to keep the railway going, in addition; so 
» that there would be no difficulty whatever if we 
had a little time- 
“| 6633. It could not be very mnch ?— Fifty- 
M iseven miles. There would be no difficulty in ac- 

‘counting for the 33,0007. if a little time was 
“ given; but there are no documents for us to refer 
‘to, because they were handed over. 


| Sir Henry Holland. 
; | 6634, Did you pay more than 4,000. to 
_ Waring ?—I am next to positive that it was 
, 8,0007., because I was called in to arbitrate with 
. Waring. I have received a letter to day from 
,, My avocat in Paris, in which he says, after de- 
scribing the procedure in getting these two 
letters now in my hand verified, that it will take 
two or three days more; so that I am not able 
_ to give you the authenticated letters to day. 


Chairman. 


- $635. You cannot verify those yourself ?—No, 
they have only come to my knowledge quite by 
accident; but if you will refer back to the 

evidence of Mr. Herran, he says in that evi- 
dence that he handed the letters to you, sir. I 
did not know that he referred to this protest 
until 1 read the evidence, which was kindly lent 
, (to me last night for the first time. This proves 
_ that Mr. Herrau’s evidence is utterly false from 
. |beginning to end. 
ee Sir Henry James. 
_ | 6636. Do you wish the translations read ?— 
” Yes; Ihave the translations. The first letter 
‘ lis from Mr. Herran to the Minister of Foreign 
» | Affairs at Paris, M. Remusat, the 23rd of De- 
' \cember 1872: “ Legation of Honduras in France. 
) | 0.64. 
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Sir Henry Holland. 


6628. Would the Government give possession 
of 1P— Yess ' 


Mr. Kirkman Hodgson. 


6629. Of course, another payment of a million 
‘or two would be required for that?—I should not 
be surprised if that is forthcoming. 


Sir Henry James. 


6630. From the Government of Honduras, do 
you mean ?—No, but from those men you are 
putting the screw on. 


Mr. George KERFERD, called in; and Examined. 


Sir Henry James—continued. 


lection of having paid 4,000/. to Wearing, the 
contractors, and nearly 2,000/. more to the 
Foreign Office for the Honduras debt, and some- 
thing like 4,000. or 5,000 /. in sending out civil 
engineers to examine that route, which I think 
will dispose of the greatest part of the money. 


the House), further Examined. 


Sir Henry James—continued. 


Monsieur le Ministre, I have the honour to in- 
form you that I have just read to my great sur- 
prise in the newspapers, that the Honduras Go- 
vernment is about to issue a loan of 5,000,000 
francs, at 10 per cent. interest, through the me- 
dium of a certain Bedford Pim, who calls himself 
special commissioner of Honduras, without say- 
ing whence or from whem he holds his appoint- 
ment. Not haying received any instructions 
from my Government on the subject, being abso- 
lutely ignorant as to whether the thing is true, 
I protest against this issue, making all reserve in 
the name of my Government until it shall declare 
itself on the subject. I declare, besides, that I 
decline all responsibility, even moral, with regard 
to all that is being done or may be done until my 
Government has declared itself as to the opera- 
tions which I have the honour to submit to you. 
Meanwhile, I think it my duty to beg your Ex- 
cellency to note well my protest, and to commu- 
nicate it to the public if you think proper.” That 
is signed “Herran.” Upon that the Minister of 
Foreign Affairs, writes to the Minister of the 
Tnterior to this effect: “* Versailles, 24th Decem- 
ber 1872.” I am given to understand that Mr. 
Herran lodged the letter himself. : 


6637. This correspondence is between two 
French Ministers?—.Yes; but it was upon the 
representation of Herran which caused my ar- 
rest. 

6638. You have read the representations of 
Herran, as far as he made them?—Yes. 
Remusat, in this letter to the Minister of the 
Interior, points out his idea from what Herran 
says: “ Versailles, 24th December 1872. Sir 
and dear colleague,—You know that for some 
days past the newspapers have been publishing 
notices relative to a forthcoming issue, in the 
name of the Honduras Government, of a loan of 
5,000,000 francs, under conditions calculated to 
attract the funds of small capitalists. I-think it 

re my 


Mr. 
Haslewood. 


24 June 
1875. 


Mr. George 
Kerferd. 


Captain 
Pim, M.P. 


M. > 


Captain 
Pim, M.P. 


24 June 
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Sir Henry James—continued. 


my duty to communicate to you with this, by 
way of information, the copy of a letter by which 
the Honduras Minister in Paris declares himself 
an utter stranger to the matter, and protests 
against the issue announced by a pretended 
special commissioner of the Government, Mr. 
Bedford Pim. It is for you to judge if it is not 
proper for you to proceed without delay, in con- 
cert with M. the Minister of Justice, to an in- 
quiry into a proceeding which presents a tolerably 
suspicious character. Believe, my dear colleague, 
in the assurance of the highest consideration, 
Remusat.” This is addressed to the Minister of 
the Interior, and on the envelope there is a note 
to the Prefect of Police, and marked « urgent.” 
Mr. Herran, in his evidence said this ; Question 
5273 is to this effect, ‘ Did you take any step to 
get Captain Pim thrown into prison at that time 
in Paris?” and he answers, “ Absolutely none.” 
Then Question 5274 is, “Is there any other 
statement that you would wish to make?” He 
answers, “Instead of having done anything to 
have Captain Pim put into prison, I, on the con- 
trary, obtained his release in conjunction with 
the English Ambassador in Paris. I produce 
Captain Pim’s letter to me, which I handed to 
Lord Lyons, and also the reply.” Then what he 
says at Question 5349 is equally strong; 5350 
1s equally strong; 5360 is still stronger; 5367 is 
still stronger. 

6639. At 5367, Mr. Puleston asked, “ Do you 
know how Captain Pim got to be arrested,” and 
Mr. Herran answered, “‘ In consequence of the 
protest which I had made,” which seems to be the 
document which you have just read ?—Yes. 

6640. ‘* In consequence of the protest which I 
had made (I had not made any accusation against 
Captain Bedford Pim, whom I did not know), 
“JT understand that the Minister of Foreign 
Affairs applied to the Minister of Justice. I 
have had no correspondence with the police on 
the subject. I lodged a protest with the Minister 
of Foreign Affairs, but all I said in that protest 
was, that I had received no instructions from my 
Government with respect to the loan” ?—You 
see the falsehood of that; Mr. Herran said that I 
was a pretended special commissioner, and that 
he made no statement about me. 

6641. Then he was asked this: “ When did 
you lodge the protest ? (A.) On the 24th of De- 
cember. (Q.) Have you a copy of that? (A.) 
Yes; that has been sent to the Chairman of this 
Committee ” ?—He lodged it himself, personally, 
I understand now. It is dated, if you notice, 
23rd December, and he took it himself to M. 
Remusat on the 24th December, and instantly 
took it on to the Minister of the Interior, and 
told M. Remusat, as the judge told me, that my 
intention was to swindle the French Nation out 
of 2,000;000/. sterling ; so that he not only wrote 
the letter, but did his very utmost in the matter. 

6642. Do you wish to add anything ?—I should 
like to make a statement of my exact position 
with regard to Honduras. My official connec- 
tion with Honduras commenced in May 1872, 
and ended in November 1873; during that time 
I was ‘special commissioner” for about one 
year, and also one of three trustees for the 
Government about one year. Before this date I 
had never in any way communicated, directly or 
indirectly, on the subject with Senor Gutierrez, 
nor had I been in the least degree interested or 
concerned in the Honduras Loans. On the 22nd 
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Sir Henry James—continued. | 
May 1872, Don Carlos Gutierrez, Minister Plex’ 
potentiary of Honduras, called upon me in 4 
Temple, and requested me to assist him in carr) \! 
ing out a project for a ship railway from ocean |: 
ocean across Honduras, a loan for which had th; 
very day been. issued (the first 1 heard of it 
The next day Don Carlos Gutierrez embodie 
his wishes in a note, from which I extra \ 
the following: “ Legation of Hondura 
23rd May 1872. To \Captain Bedford Pin 
R.N., 2, Crown Office-row, Temple, E.C. 
Dear Sir,—In view of the great enterprii 
my Governmeut is about to undertake, viz 
the formation of a ship railway between th 
oceans across Honduras, and looking to you 
well-known experience and honourable antece 
dents in Central America, together with you 
practical knowledge of the particular class ¢ 
work they intend to carry on, I have the honoy| ; 
on behalf of my Government, and in virtue ¢) i 
the powers conferred upon me, to offer you th) « 
appointment of special commissioner to represen) « 
my Government in London in all matters relatin 
to this gigantic project. Hoping to receive a) | 
early and favourable reply, I am, yours ver} i 
truly, in virtue of my powers, and acting in th} 
name and on behalf of the Honduras Govern), , 
ment, and as Minister Plenipotentiary of Hon) 
duras, (signed) Carlos Gutierrez.” To this lette’) 
I sent the following reply:—“2, Crown Office| 
row, Temple, 24th May 1872. Excellent Sir} 
—IT have the honour to acknowledge your ver} | 
flattering letter of yesterday’s date. I shall bi) 
happy to accept the appointment of special com) i 
missioner to your Government to represent it ii) 
London in all matters relating to the great projec| 
of constructing a ship railway across Honduras. 
On the following day, the 25th of May, the Shi} 
Railway Loan was withdrawn, but I was si 
urgently entreated to hold the appointment of »: 
special commissioner, that I consented to do so} 
lt is right that I should mention that I have de} 
voted more than 10 years of my life to this-ques) 
tion of transit; that my name was well known ii) »; 
Central America; that I have travelled six timei|) 
across Nicaragua, the next State to Honduras 
that I have superintended the obtaining a sectioi|) 
by cutting a road of more than 100 miles throug! |) 
the primeval forest, with one of the most com) 
petent civil engineers I have ever met; that my 
books, ‘The Gate of the Pacific, 1863,” anc) 
“ Dottings on the Roadside,” 1869, are well! »; 
known works on the subject; besides which, || 
have served on both the Pacific and Atlantic) 
sides of the Isthmus of Panama on board Heil 
Majesty's ships. For these reasons, doubtless,” 
Don Carlos Gutierrez urged me to continue t¢! | 
serve his Government as special commissioner, | 
For my part I believed that, with 57 miles of the! 
Honduras Inter-oceanie Railway finished and 
working, and with the entire neutrality of the 
line “positively and efficaciously”” guaranteed 
by Great Britain in a solemn treaty, there was) 
such a basis that it must go on. Under these) ,, 
circumstances I determined to hold the appoint-| { 
ment of special commissioner. I did so at great 
sacrifices. I gave up my own project, viz., for 
an inter-oceanic railway through Nicaragua, 
upon which depended whether I ever realised 
the value of my land, many thousands of acres, — 
beside the entire bay or port, forming the At- 
lantic terminus of this railway, which is my pro- — 
perty. In addition to which I had just ei 
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Sir Henry James—continued. 


} the very difficult examination for call to the bar, 


‘the financial affairs of Honduras. 


ance of Don Carlos Gutierrez. 


with the full intention, when called afew months 
later, to practice in shipping cases. All this I 
gaye up, a sufficient proof, I think, that I be- 
lieved in Honduras, believed in her transit, be- 
lieved in the earnestness of those engaged in that 


work. I called the bondholders together, and 


stated the object for which I called them 
together. Nothing was further from my 
thoughts than to meddle in any way with 
I never had 
anything whatever to do with the loans. I 
never, directly or indirectly, made a shilling 
through them; in fact, a reference to dates 
will show that my connection with Honduras 
only commenced long after they were issued. 
The last loan was issued in 1870, I became 
special commissioner in 1872. I devoted my 
whole time and energy to the transit, and after 
the public meeting to which I have alluded, I 


‘) sent out to Honduras two thoroughly competent 


engineers, Messrs. Brooks and Alberga, to report 
fully upon the state and condition of the route. 
In short, every possible precaution that I could 
think of was adopted in the interest of the bond- 
holders, with the entire concurrence and assist- 
I have just 
one word to say in conclusion, and that is this: 
I think I have a right to tell this to the Com- 
mittee; it is not of so much importance to others 
now, after these letters of Mr. Herran coming to 
light; but the letter that I have just read to 
the Committee was the only appointment IJ ever 
received from Don Carlos Gutierrez. Of course, 
when the news arrived in England that I had 
been arrested, there was considerable consterna- 
tion amongst my Honduras friends, and it became 
necessary at once to send out a formal appoint- 
ment. That appointment was sent out by a 
special messenger that night; and Don Carlos 
Gutierrez, in the kindest spirit, I am sure, put 
in “ Financial agent of my Government.” The 
first I knew of it was in Paris; it was entirely 
without my knowledge, and I have never had 
anything to do with the finances of Honduras. 


Chairman. 


6643. You appear to have been a trustee as 
well as a special commissioner ?— Yes. 

6644. What did you do in that capacity ?—I 
did very little, indeed; but immediately after I 
was appointed, I went over no less than ten 
times, and had little or nothing to do with the 
trust at all. I was backwards and forwards 
to Paris constantly ; 10 times. 

6645. What were your duties as trustee ; what 
loan was it?—It was for the loan of 1872; and 
there was one thing which Mr. Haslewood did not 
explain, that our trust was formed to see that the 
monies were properly spent, which would accrue 
upon the loan of 1872 had we been successful in 
Paris, to spend that money on the railroad, and 
nothing else but the railroad; and that is the 


’ reason that such men as Mr. Haslewood and Mr. 


Kerferd were selected, practical men, 

6646. But you did not tell us, I think, when 
you were examined here before, then that you 
were a trustee of this loan ?—I beg your pardon, 


I did. 
Mr. Kirkman Hodgson. 


6647. All your duties then were prospective, 
because you had nothing to do with the 1867 or 
0.64. 
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Myr. Kirkman Hodgson—continued. 


1870 Loan ?—Nothing whatever; I was engaged 

in Honduras affairs simply because I had great 

practical experience in Central America, and I 

was supposed to know something about the 

transit from ocean to ocean; and it was for that 

purpose which I have stated that I joined. 
Chairman. 

6648. But you told us, if I remember right, 
that you had nothing to do with financial matters 
at. all?—I had nothing to do with financial 
matters at all. 

6649. Did you not consider that being a trustee 
for this purpose was having to do with financial 
matters ?—'T'o see that the money was properly 
used would have been a financial matter; but it 
so happened that we did not get any. 

6650. You did not tell us, I think, in your 
former examination that you were a trustee ?— 
I told you that I was a trustee for about a year; 
I have no wish to disguise that I was a trustee. 


Sir Henry James. 


6651. You say that the documents you feceived 
from Don Carlos, in which the words “ represent 
my Government in all financial matters in 
Europe” occur, was sent over at the time of 
your arrest ?—Yes. 

6652. That was in December?—It was on 
the 26th December, and I know it was ante-dated. 
I do not blame Don Carlos Gutierrez; it was 
done in the kindest spirit, but I think that the 
time has arrived when I can tell the real truih. 

6653. This document is dated the 23rd of 
May ?—That is what I say, it was ante-dated; 
because allow me to show vou that the letter 
from Don Carlos Gutierrez, which I read just 
now, is dated the 23rd of May. 

6654. You say that you do not think it was 
your duty as trustee with Mr. Haslewood and 
Mr. Kerferd, to see to the application of the new 
loan to the railway only !—It would have been 
our duty if the 1872 Loan had been successful 
to have applied the money obtained upon that 
loan for the purposes of putting the railway 
through, and nothing else; and that was the 
reason why two such men as Mr. Haslewood and 
Mr. Kerferd were requested by Don Carlos 
Gutierrez to accept the trusteeship. 

6655. Let me read this to you, from your 
former evidence: “ As financial agent, it would 
have been your duty to look after loans, would 
itnot? (A.) 1fit had been my duty to see that it 
was properly applied to the railroad, I trust that 
I should have done my duty in the matter, but 
I do not believe it was”?—That was a general 
question with reference to loans; I am speaking 
of the 1872 Loan; the trust was created for the 
purpose of dealing with the 1872 Loan, and it 
would have been my duty to have dealt with 
the money obtained upon that loan in putting 


the railway through; that is what I meant to , 


convey. 


6656. You see you never had any money to 


deal with; it was only the money prospectively | 


that you could have to deal with ?—Yes. 

6657. And you say here, ‘‘If it had been my 
duty to see that it was properly applied to the 
railroad, I trust that I should have done my duty 
in the matter, but I do not believe it was? ”— 
But that was on the general loans; you were 
speaking of my being trustee. 

6658. Yes, that may be your meaning; you 

a had 


Captain 
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Sir Henry James—continued. 


had been asked at that time about the Ship Loan? 
—I am quite certain anyone will excuse me if my 
meaning was badly expressed, looking to the cir- 
cumstances under which I came here the first 
time. 

Chairman. 

6659. There was other money which you were 
trustee for besides this loan, was there not; a 
portion of the loam of 1870?—The portions of 
the loan of 1869 and 1870 have been described 
by Mr. Haslewood and Mr. Kerferd just now; 
that was the balance handed over to the three 
new trustees by the old ones, the trust deed 
especially setting forth that that was to be paid 
to the order of the Government, As Don Carlos 
Gutierrez ordered the trustees to pay it, it was 
to be paid, and not one single sixpence, so far as 
I know, was ever paid without an order from 
Don Carlos Gutierrez, or, of eourse, the Special 
Commissioner when he arrived. OW te 

Mr. Kirkman Hodgson 

6660. I understand that you acted with Mr. 
Kerferd and Mr. Haslewood as trustee for that 
remnant‘ of the old loan ?—Yes, under the direc- 
tion of Don Carlos Gutierrez; but we were not 
created for the purpose of taking over that money, 
but for the 1872 Loan, and to put the railroad 
through. - 

6661. Is that stated in the contract ?— Yes. 

6662. I ask the question because you have al- 
ways been represented here as one of the three 
general trustees; and you received a salary as one 
of the three general trustees, the same as was paid 
to the general trustees; and therefore there was 
nothing to show us you were only appointed for 
a loan which never was made ?—You have never 
had any of the documents, but they were all 
handed. over by the Special Commissioner to the 
Government of Honduras to settle up with Don 
Carlos Gutierrez; and he is coming back to this 
country, having met, I presume, with the entire 
approval of the Government, or he would not be 
back here again as Special Commissioner ; but.I 
have not seen him, so that I cannot say. 


Mr. Stephen Cave. 

6663. Your duty with regard to the 103,000 J. 
and odd, which you received, was simply to 
pay to the order of the Government ?— Nothing 
else. 

6664. It-was not part of your duty to see to 
the application of it ?—Not the slightest; we had 
no power ; and I believe Mr. Haslewood and Mr. 
Kerferd never allowed a single shilling to go out 
without an order from Don Carlos Gutierrez, 
and subsequently from Dr. Bernhard, the Special 
Commissioner. 


6665. But if that loan of 1872 had been suc- © 


cessful, you would have had additional duties, and 
not paid it to the order of the Government ?— 
Just so; the Government money was to be vested 
in us exclusively to be devoted to the railway, 
and: that was the reason why they asked Mr. 
Kerferd, Mr. Haslewood, and myself to take the 
trust. 


Mr. Hyper Cuarxe, re-called ; and further Examined. 


Mr. Edward Stanhope. 


6674. Is that (handing a report to the Witness) 
an official report presented by Don Salvador 
Lara, Secretary of State to the Finance and 
Commercial Department to the Congress of Costa 
Rica in 1874 ?—It is so stated. 


MINUTES OF EVIDENCE TAKEN BEFORE THE 


(The same were handed in, vide Appendix.) 


_ Mr. Kirkman Hodgson. 


6666. What was the use of the trustees - _. 
those circumstances, because they paid a very 
high salary to the trustees, and they might just as 
well have paid it into. a bank and allowed Don | 
Carlos Gutierrez to draw it out. If the trustees _ }i 
had no authority to say to Don Carlos Gutierrez, 
“We cannot pay this except for certain pur- | 
poses,” it seems to me that they might have saved | i 
a good deal of money by saving their salaries?— 
But then Don Carlos Gutierrez would have had | 1! 
the disbursement of the money and the Honduras “) 
Government. a 

6667. So he had, had he not?—No; this last | | 
loan of 1872 was to be raised exclusively for rail- | 
way purposes. | 

6668. I am speaking of the old loans, the only | 
cash loans ?—I did not know anything of the old_ 
loans; I had nothing to do with it till the 23rd |» 
of May 1872. Be 

Sir Henry James. ay th 

6669. You were asked this question in your | 
former examination, “Why did you let this | 
76,000 2. go to France?” And your answer was, 
“* Because I was ordered by Don Carlos Gutier- | ~- 
rez to do so; I and the other trustees, I mean”? | “ 
Yes ;—we were simply ordered, and I took the |! 
cheque over myself. Mr. Kerferd and Mr. Hzsle- |‘! 
wood and myself were co-trustees, appointed some- | ’: 
where about October 1872, and we worked 
together. 

6670. Co-trustees for the remnants of all the | 
loans?—The remnants were brought in in the 
shape of a balance from the old trustees. 


Mr. Stephen Cave. dl 
6671. The payment which you received was _| 
not only for looking after those remnants, this . 
balance, but also for promoting the 1872 Loan, | 
was it not ?—Decidedly. 
Mr. Kirkman Hodgson. | 
6672. The 13872 Loan was separate; the pay- | 
ment was made separately, according to Mr. | 
Haslewood ?—That is the only mistake I heard | 
Mr. Haslewood make. I do not think a single 
sixpence was paid out of that money for the ex- — 
penses of floating the loan; in fact I know it was | 
not; for although I have never entered Mr. Bis- 
choffsheim’s house, and never been in Lefevre’s — 
house excepting twice on business, yet they have 
always displayed the greatest anxiety to put this 
railway through, and one of them paid 15,000 7., — 
and the other 10,000 7., for floating this loan in 
Paris out of their own pockets, and not one single 
sixpence was taken from the trust money to pay — 
any expenses whatever. Lefevre paid 15,0001, — 
and Bischoffsheim 10,0007, and they did their — 
very utmost to float the loan. 


Mr. Stephen Cave. . 

6673. You earned your money not only for 
looking after this balance, but also for your 
trouble in going to Paris and different places to _ 
promote this railway ?—Most certainly; and I | 
think it was as hardly-earned’ money as a man 
could very well have to earn. i 


Mr. Edward Stanhope—continued. 

6675. Have you made, for the purposes of this 
Committee, a translation of certain tables in the 
Appendix to that report ?—I have. Ne B,: 
6676. And you now hand them in?—I do. — 


Chairman. 


6677. WHAT papers have you brought ?— 
have brought my authority from the Minister to 
sell the bonds at a lower price. 

6678. Your authority from Don Carlos ?—Yes, 
to sell the bonds at a lower price than the trust 
deed said ; and that authority contains the autho- 
rity to pay the 50,000. cash for stock discount. 


Mr. Whitbread. 


| 6679. Formally called “ to maintain the mar- 
iket”?—Yes; I think it was so called in the 
‘document. I have also brought my release; I 
‘have brought the material copy of a document 
‘from Don Alvarado, authorising the Minister to 
“receive the sum of 12,5007., and the Minister’s 
receipt for that ; and the Minister's letter to us 
thanking us for what we did, and authorising the 
‘payment to us of the 11,5002. (The Witness 
handed in the various documents referred to.) 

| 6680. Will you read the one about the 50,0001.? 
/—< To Messrs. James Ford and John Widde- 
| combe, trustees of the Honduras Government 
| Loans, 1869 and 1870: Gentlemen,— Having sold 
‘to Mr. Lefevre the following bonds, namely, 
5,170 bonds of the Honduras Loan of 1870 at 
501. per cent., and 33,000° bonds of the French 


'o "ee 


‘manner as may be convenient. 
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Mr. James Forp, further Examined. 


Mr. Whitbread— continued. 


Honduras Loan of 1869 at 104 francs per bond, 
I beg of you to arrange with Mr. Lefevre for the 
delivery and payment of said bonds in such 
Mr. Lefevre has 
engaged to provide for the payment, and will pay 
the coupons on the loans of 1867 and 1870 due 
Ist July next, and those of the bonds and the 
drawn bonds of the French Loan of 1869, due 1st 
August next. I have also arranged with Mr. 
Lefevre to provide 50,0007. (Fifty thousand 
pounds) for the contractors, to be paid to them 
by you from time to time against and upon de- 
livery to you of the certificates of Mr. Brunlees, 
the Government engineer, to whom I have given 
my instructions accordingly. You will have to 
hand to Mr. Lefevre a sum of 50,0007. (Fifty 
thousand pounds) to recoup him for the differences 
in the prices of stock, which he had already pur- 
chased to maintain the credit of my Government 
previous to this arrangement. I beg you to take 
due note hereof, and to acknowledge to me the due 
receipt of this communication. Iam, yours truly, 
Carlos Gutierrez, as Minister Plenipotentiary of 


Honduras, acting in the name and on behalf of 


the Government.” That is dated Honduras Le- 
gation, London, 18th June 1872. 
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I--HONDURAS. 


Appendix, No. 1. 


PAGE, 
Papers handed in by Mr, S. Herman De Zoete: 
1.—Honduras Loans, 1867 ; 
Government Decree - - é ns " 2 2 = sf P 4 
Contract for the Construction of a Railway at Honduras - - - - + 1 


2,— Agreement between His Excellency Monsieur Victor Herran, Minister Plenipoten- 
tiary of Honduras at Paris, and His Excellency Don Carlos Gutierrez, Minister 
Plenipotentiary at London, both acting in the name of their Government by virtue 
of special powers of the one part, and Louis Raphael Bischoffsheim and Henry 
Louis Bischoffsheim, carrying on business under the style of “ Bischoffsheim & 
Goldschmidt,” residing in London, at Founders-couvt, Lothbury, of the other 
part - - - - - - - - - pod - - - - 


3.—Articles of Agreement made and entered into this Twenty-fifth day of October One 
thousand eight hundred and sixty-seven, between His Excellency Victor Herran, of 
the City of Paris, Minister Plenipotentiary of the Government of Honduras at Paris, 
and His Excellency Don Carlos Gutierrez, of the City of London, Minister Pleni- 
potentiary of the said Government at London, the said Victor Herran and Don 
Carlos Gutierrez both acting as Agents for and in the name of the said Government 
of Honduras of the one part, and William McCandlish, of No. 27, Great George- 
street, in the City of Westminster, in England, called the Contractor, of the other 
I tra ee ee enya he 


i) 


4. Honduras Government Railway.—Memorandum of Agreement made this Twenty- 
first day of November One thousand eight hundred and sixty-seven, between His 
Excellency Victor Herran, of the City of Paris, Minister Plenipotentiary of the 
Government of Honduras at, Paris, and His Excellency Don Carlos Gutierrez, of 
the City of London, Minister Plenipotentiary of the said Government at London, of 
the one part, and William McCandlish, of No. 27, Great George-street, in the City 
of Westminster, in England (called the Contractor), of the other part — - - - 5 


Specification as regards the Tramway, and other Preliminary and Incidental 
‘Works and Services - - - - - - : i Sea 5 


5.—Honduras Government Railway Loan, 1,000,000 /., in Bonds to Bearer of 100 2., 
600/.,and 1,000 /. each, bearing 10 per Cent. Annual Interest, payable Half-yearly in 
sterling, issued at 80 per cent., and to be redeemed at par in Sterling within 17 
Years by Yearly Drawings, by means of an accumulative Sinking Fund of 3 per. 
cent, per annum - - oi fi = ' . = a S > - - 

Prospectus - - - - - le Ne 2 : . z w 2! 


6.—Letter from Messrs. P. Cazenove to the Committee for General Purposes, Stock 
Exchange, dated Stock Exchange, 11 December 1867 - - - - ‘ 
Letter from Messrs. Bischoffsheim and Goldschmidt to the Committee of the Stock 
Exchange, dated Founders-court, Lothbury, 5 December 1867 - - - 


ie) 


(oo) 


Appendix, No, 2. 


Paper handed in by Mr. Davids: 


General Trust Deed.—Indenture, made in the City of London, the 30th day of June 
1868, between His Excellency Monsieur Victor Herran, Minister Plenipotentiary of 
Honduras at Paris, and His Excellency Don Carlos Gutierrez, Minister Plenipoten- 
tiary of Honduras at London, boti acting in the name, and for and on behalf, and as 

the duly authorised Representatives of the Government of Honduras of the first part ; 
Louis Raphael Bischoffsheim and Henry Louis Bischoffsheim, carrying on business 
under the style or form of Bischoffsheim & Goldschmidt, residing in London, at 
Founders-court, Lothbnry, of the second part; William Henry Cotterill, of 
32, Throgmorton-street, London, gentleman, and Henry Luke Robinson, of 21 , Austin- 
friars, London, merchant, of the third part; and Charles Lefevre, of 83, Lombard- 
street, in the said City of London, of the fourth part = - - - - - - 9 


9.64. Qe 


Appendix, No. 3. 


Papers sent by Senor Gutierrez to Foreign Office: 
Letter from Messrs. Bischoffsheim & Goldschmidt, Waring Brothers and M‘Candlish, 


Lefevre, and Waring Brothers, to: His Excellency Don Carlos Gutierrez, dated 
London, 15 October 1869 - : - - - - - - - 


Letter from Carlos Gutierrez to Messrs. Bischoffsheim & Goldschmidt, Waring 
Brothers, Waring Brothers and M‘Candlish, and Mr. Charles Lefevre, dated 
London, 15 October 1869 - - - - - - - te - 


e 


Appendix, No. 4. 


Paper handed in by Mr. M‘Kewan, 15 March 1875: 
Certificate of Mr. W. Grain, Notary Public - - - L = : g 5 
(A.)—Document above referred to - - - - - - ; i * 


Appendix, No. 5. 


Papers handed in by Mr. 8. Herman De Zoete: 
Honduras Loan, 1870: ; 


1.—Honduras Ten per Cent. Government Railway Loan - » fsloidseb lit 
Prospectus - - - - - - - - ° - - - 
2.—Letter from Messrs. Bischoffsheim & Goldschmidt to the Committee of the 
London Stock Exchange, dated Founders-court, Lothbury, 2 July 1870 - . = 


#.— Letter from Messrs. P. Cazenove & Co. to the Committee for General Pur- 
poses, Stock Exchange, dated Stock Exchange, 4 July 1870 - - - - 


4.—Letter from Messrs, Bischoffsheim & Goldschmidt to the Committee. of the 
London Stock Exchange, dated Founders-court, Lothbury, 8 July 1870 - - 


Appendix, No. 6. 


Papers sent by Senor Gutierrez to Foreign Office: 


No. 1.--Honduras Ten per Cent. Government Railway Loan, 1870.—Agreement con= 
cluded this 17th of June 1870, between His Excellency Senor Don Carlos Gutierrez, 
Envoy Extraordinary and Minister Plenipotentiary of the Republic of Honduras to 
the Court of Her Britannic Majesty, duly authorised to negotiate the Loan men- 
tioned, in virtue of special powers, called “the Minister,” of the one part, and Mr. 


Henry Louis Bischoffsheim, for himself and his co-partners, constituting’ the: 


Firm of Bischoffsheim & Goldschmidt, called “the Contractors,” of the other 
part>- - Z é = 3 A 2 2 e 5 ms atlas 


No. 2.—Republic of Honduras Ten per Cent. Government Railway Loan, 1870.—- 
Supplemental Agreement entered into the Seventeenth day of June One thousand 
eight hundred and seventy, between His Excellency Don Carlos Gutierrez, Envoy 
Extraordinary and Minister Plenipotentiary of the Republic of Honduras, at the 
Court of Her Britannic Majesty, duly empowered to negotiate the Loan mentioned, 
by virtue of the special powers in this behalf, called the Minister of the one part, 
and Henry Louis Bischoffsheim on behalf of himself and his co-partners, con- 
stituting the Firm of Bischoffsheim & Goldschmidt, called the Contractors of the 
other part - - - . - - - - - - - - - /- 

No. 8.— Honduras Ten per Cent. Government Railway Loan, 1870.—Indenture, made 
the Seventeenth day of June One thousand eight hundred and seventy, between His Ex- 
cellency Don Carlos Gutierrez, of the first part, Henry Louis Bischoffsheim, on behalf 


of himself and his co-partners, constituting the Firm of Bischoffsheim & Goldschmidt, 
of the second part, and Charles: Lefevre, of Lombard-street, in the City of London, of 


the third part E a =! 4 A ts a u i = it es 


_ No. 4.--Honduras Government Ten per Cent. Railway Loan, 1870.-~Indenture, made 
the Seventeenth day of June One thousand eight hundred and seventy, between His 


Excellency Don Carlos Gutierrez, Minister Plenipotentiary of Honduras in London, 


acting in England for and on behalf, and as the duly anthorised representative, of the 
Government of Honduras, of the first part; Charles Lefevre, of 80, Lombard:-street, 
in the City of London, gentleman, of the second part; and Leonard Davids, of 
Founders-court, in the said City of London, gentleman, and Lawrence Lord Barnes, 
of No. 10, Victoria Chambers, Victoria-street, in the City of Westminster, gentleman, 
(called the “ Trustees”), of the third part. - -oo - - ot) Gindaarks 


PAGE. 


18 


14 


15 
15 


16 
16 


18 


18 


18 


19 


21 


28 


25 


i 
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Appendix, No. 6 —continued. ie 


No. 5.—Agreement entered into this Nineteenth day of December One thousand eight 
hundred and seventy, between His Excellency Don Carlos Gutierrez, Minister in 
London, of the Republic of Honduras (called the Mimister), of the first part, and 
Messieurs Bischoffsheim & Goldschmidt, of London, of the second part - - - 80 


No. 6.—Memorandum of Agreement bearing date the Twenty-first day of April One 
thousand eight hundred and seventy-one, between His Excellency Don Carlos 
Gutierrez, Minister Plenipotentiary to the Court of St. James, on behalf of the Hon- 
duras Government, called “the Minister,” on the one part, and Charles Lefevre, gen- 
tleman, of 80, Lombard-street, in the City of London of the other part - - - 82 


Memorandum of Payments made from the 21st of April 1871, up to the present 
Date, together with the 18,0001. (eighteen thousand pounds) advanced by Mr. 
Lefevre, in order to complete the Payment of the 100,000 1. (one hundred 
thousand pounds) due to the Government from the 1867 Loan, and in accord- 
ance with the Agreement of 21st of April 1871, approved by the Honduras 
Government on the 9th of August of the same Year - - : 2 - B4 


No.'7.—Deed of Covenant and Declaration of Trust.—Indenture, made the Twenty- 
seventh day of July One thousand eight hundred and seventy-one, between His 
Excellency Don Carlos Gutierrez, Minister Plenipotentiary in London of the 
Republic of Honduras, and referred to as “ the Minister,” of the first part; Henri 
Louis Bischoffsheim and Henry Raphael Bischoffsheim, carrying on business in 
partnership together as bankers, in Paris, and in Founders-court, in the City of 
London, under the style or Firm of Bischoffsheim & Goldschmidt, and referred to as 
Messieurs Bischoffsheim & Goldschmidt, of the second part; Charles Lefevre, of 
No. 80, Lombard-street, in the City of London, gentleman, of the third part; James 
Ford, of 53, Moorgate-street, London, public accountant, and John Widdecombe, 
of Devonshire-place, Grove-road, Holloway, Middlesex, gentleman, referred to as 
“ the said Trustees,” of the fourth part - - - - - - - - ~ 85 


Appendix, No. 7. 
Papers:handed.in by Mr. Hart: 
1.—Acknowledgment of the receipt from J. Hart & Co. of the bill of lading for 470, 
‘tons :fustic, per‘ Queen of the South,” from Amapala to London. London, 26 Au- 
BAMReEP ott bstinilor aural ol=10 veslin'S iit capyohwoll % sikbyqotlod) axonos 41 
2... Shipment of the above, by Mr. J. Wynre, Master, dated Amapala, 14 July 1870 - 41 
3.—Letter from Mr. P. Leitselar to Messrs. J. Hart & Co., London, dated Amapala, 
24 May 1870 - - - Pa ae - - = - - - - - 41 
4.—Letter from Mr. P. Leitselar to Messrs. J. Hart & Co, London, dated Amapala, 


12 July 1870 - - - - - - - - - - 42 

5.—Letter from Messrs. J. Hart & Co. to Mr. ?. Leitselar, Choluteca, Honduras, 
BED ary waticac- hint Anwohod oft to Tomenmeat I-77 4 

6.—Letter from Mr. P. Leitselar to Messrs. J. Hart & Co., London, dated Amapala, 
aie ic. wan dsenabuull,. Vibe Loe 

7.—Letter from Messrs. J. Hart & Co. to Mr. P. Leitselar, Choluteca, dated, 1 Sep- 
ee eo ee ee ee ee ee ae 

. Appendix, No. 8. 
Paper handed in. by Mr, Waring: 
Statement of Cash received on First Section of Honduras Railway — - - - - 43 
Cash received on Second Section of Honduras Railway — - - - EAE 44 
Cash’ received on Third Section of Honduras Railway Contract - - - - 44 
Appendix, No. 9. 
Paper handed in by Mr, Waterhouse: 

The Honduras Railway Loan, of 1867.—Summary of Receipts and Expenditure, as 
shown/by the Books of the General Trustees, to 5th August 1871 - ——- - - 45 

Honduras ‘Railway Loan, 1867.—Statement of Bonds Sold or Issued, and Market 
Prices at the time of Sale - = : a te ig = “ = % 3 AG 

Honduras Railway Loan, 1870.—The Payments to the Bankers on Allotment of 
Stock - - Sly sie Sa ean os P a - - a a 4 e 

The Honduras Railway Loan of 1870.—Summary of Receipts and Expenditure, as 
shown by the Books of the General Trustees, to 5th August 1871 - - - - 47 
Honduras Railway Loan, 1870.—Statement of Bonds issued to 5th August 1871 - 48 

Payments to Contractors, and of Interest and Drawings, to which the Proceeds of the 
¢ Loan cither are shown to have been, or may have been, Appropriated — - - oe) 48 

Honduras Railway Loan, 1870.—Payments to 5th August 1871, other than those to 
Contractors, or for Interest and Drawings on that Loan. - SPR) Peete tag - 49 


0.64. QQ2 
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Appendix, No. 10. 


Papers handed in by Mr. Waterhouse : PAGE. 


The Honduras Gevernment Railway Loans of 1869 and 1870.—Summary of the Re- 
ceipts and Expenditure of Messrs. Ford & Widdecombe, the Trustees of the “ Mixed 
Bund 6th Ratkomvert oll Hat Rebar plessaaeRA Yoru hnerciery ee 


The Honduras Government Railway Loans of 1869 and 1870.—Summary of the Cash 
Receipts and Payments of the London Trustees, to the Date of the Appointment of 
Messrs. Pim, Kerferd & Haslewood; (the Accounts of Messrs. Davids & Barnes 
and Messrs. Ford & Widdecombe being thrown together) —- - - - - 652 


Appendix, No. 1i. 


Papers handed in by Mr. Bourke, a Member of the Committee : 
Letter from Don Carlos Gutierrez to the Right Hon. the Earl of Derby, &c., dated 
Honduras Legation, Cornwall House, Tufnell Park, London, 24 February 1875 - 658 
Papers handed in by the Chairman : 
1.—Letter from the Chairman of the Committee to His Excellency Don Carlos 


Gutierrez, dated House of Commons, 18 March 1875 - - = = i Eo SBS 
2.—Letter from His Excellency Don Carlos Gutierrez to the Chairman of the Com- 
mittee, dated Cornwall House, Tufnell Park, London, 19 March 1875 - - yun sed: 


| 


Appendix, No. 12. 


Letter from the Foreign Office to the Chairman of the Committee on Loans to Foreign 


States, dated Foreign Office, 8 April 1875 - - - - - - - 55 
Letter from Don Carlos Gutierrez to the Kight Hon. the Earl of Derby, &c., dated 
Cornwall House, Tufnell Park, London, 6 April 1875. - - - - - - 665 
Historical Account of the Mischances in regard to the Construction of a Railway 
across the Republic of Honduras; the Failure of the Loans solicited from the Public 
to carry out that Undertaking; and the principal Ditkculties which have occurred 
at each fresh combination attempted for the Completion of the Line ——By D. Ramon 
de Silva Ferro, Secretary of the Honduras Legation, &c. &c. &e. - ~ “ - 55 
Note to the English Edition - 5 5 e & 3 = : SERS 
Introduction - - - - : = = 5 & % ai ie SeCREG 
I. Inter-oceanic Route across Honduras.—Historical Notes - - - - 58 
II. Arrangement of the Federal Debt,—Other Claims against Honduras - 60 
III. Honduras Loan of 1,000,000 2., London, 1867 - - - - - 68 
IV. Honduras Loan of 207,509 Bonds, Paris, 1869 - - - - - 67 
_. V. Honduras Loan of 2,500,0007., London, 1870 - - - - = 70 
VI. Project for converting the Railway into an Inter-oceanic Railway to trans- 
port Ships - - - - - - - - - - -. 78 
VII. Mission of a Commissioner to Honduras to report to the Provincial Go- 
vernment.— Another Loan projected at Paris - - - > Sen: ) 
VIII. Meeting of Honduras Bondholders, 10 January 1873 - - - - 78 
IX. MM. Herran and Pelletier’s Answer to Captain Pim’s Accusations - - 90 
X. Meeting of Bondholders, 24 August 1873.—Formation of the Honduras 
Inter-oceanic Railway Company - - - - - - - - 96 
XI. Conclusion - - : - - - - - - - - 109 
Appendix.—No. I. Official Documents - - - - - - ° = 108 
Z », IL. Cutting the Timber and working the Mines in Honduras 106 
“5 » III. Appendix to the Report of the Committee - - - 107 
a » LV. Appendix to the Memorandum of Association of the 
Honduras Inter-oceanic Railway Company - - 114 


ie » V. Ship Railway across Central America - - - - 118 


Appendix, No. 13. 


Papers handed in by Mr. Hyde Clarke: ' 
Printed Circular - - - - oe - - - = ‘ é z - 198 
Prospectus = - - - - - 9% ‘ » sf elnckty99 
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Appendix, No. 14. 


Papers handed in by the Chairman: PAGE. 
Letter from M. Herran, Minister for Honduras, at Paris, to the Chairman, dated 
er Gace ery ene Miia, CAMEOS lt AV ort, Tee 19d 


Appendix, No. 15. 
Paper handed in by M. Herran - - - . - - - 2 : : - 126 


Appendix, No. 16. 


Paper handed in by M. Herran: 
Certificate of Salem Constable Harris, Notary Public s - “ 3 Saks 197 
Document above referred to - - - - . - - : - = seelo7 


Appendix, No. 17. 


Paper handed in by the Chairman: 
Note by Senor Don Carlos Gutierrez, dated 12 April 1875 “us - - - 128 


Appendix, Io. 18. 
Letter handed in by the Chairman: 


Letter from Mr. C. J. Lefevre to the Right Honourable Robert Lowe, Esq., m.p., 
Chairman, dated 7 April 1875 - — - - - - 4 . - : e185 


I—SAN DOMINGO. 


Appendix, No. 19. 


Papers handed in by Mr. 8, Herman De Zoete : 
San Domingo Loan, 1869: 


1.—Prospectus . - - - > 7 7 : - Z - 180 
2.—Letter from Messrs. Mullens & Marshall to the Committee for General 
Purposes, Stock Exchange, dated Stock Exchange, 23 October 1869 - 133 


3.—Letter from Messrs. Mullens & Marshall to the Secretary of the Share and 
Loan Department of the Stock Exchange, dated Lombard-street, 23 October 


Fe ee Pie ad baie | =. = 184 
4.—Letter from Messrs. P. Lawson & Son to the Committee of the Stock Exchange, 

dated London, 20, Budge-row, Cannon-street, E.C., 22 October 1869 - 134 
5.—Letter from Messrs. P. Lawson & Son to Messrs. Mullens & Marshall, dated 

London, 20, Budge-row, Caunon-street, E-C., 8 November 1869 - - 134 


6.—San Domingo Six per Cent. Loan.—Letter from Mr. I. Gerstenberg to 
W. Slaughter, Esq., dated 11, Warntord-court, Bank, London, E.C., 

10 November 1869 - - = - oy hit e ie < = TBR 
7.—Letter from Messrs. P, Lawson & Son to the Committee of the Stock. 
Exchange, London, dated London, 20, Budge-row, Cannon:street, E.C., 

19 January 1870 - - - - - - - - - - - 135 
g—Letter from Messrs. P. Lawson & Son to the Committer of the Stock 
Exchange, dated London, 20, Budge-row, Cunnon-street, E.C., 22 January 


ee A i a bl ete ae = Cae} 185 
9,—Letter addressed to the Committee of the Stock Exchange, dated 11 J uly 
RR ee Ee ane mg ew et Le 


Appendix, No. 20. 


Papers handed in by Mr. Hartmont: 


* Account of the Santo Domingo Government. with Edward Herzberg Hartmont, 
London - - - - = : ° = 3 = a = = i186 


San Domingo Government Loan, 1869.—Disposal of Bonds and Proceeds = - - 1386 


— 


0 


0.64. 223 
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W—COSTA RICA. 


Appendix, No. 21. 


Papers handed in by Mr. S. Herman De Zocte : PAGE. 
Costa Rica Loan, 1871, 
1.—The Costa Rica Government 6 per Cent. Loan.— Prospectus - - - 137 
2,—Letter from Messrs. P. Cazenove & Co. to the Committee for ‘General. Pur- 
poses, Stock Exchange, dated Stock Exchange, 22 May 1871 - - - - 188 


3.—-Letter from Messrs. Bischoffsheim & Goldschmidt to T. M. Slaughter, Esq., 
Secretary, Stock Exchange (Share and Loan Department), dated Founders- 


court, Lothbury, London, E.C., 20 May 1871 - - “ - = - 189 
4.—Letter from Messrs. Bischofisheim & Goldschmidt, dated Founders-court, 
Lothbury, London, E.C., 20 May 1871 - - “ : 2 : Z - 139 


5.—Letter from Messrs. Bischofisheim & Goldschmidt to M. Slaughter, Esq., 
Secretary, Loan Department, Stock Exchange, dated Founders-court, Lothbury, 
London, E.C., 2 August 1871. —_- - - - - - =.) ae - 189 

6.—The Costa Rica Government 6 per Cent. Loan.—Second Issue.—-Prospectus + 140 


7,— Letter from Messrs: Bischoffsheim & Goldschmidt to M. Slaughter, Esq,, 
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9.—Letter addressed to the Committee for General ‘Purposes, Stock Exchange, 
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HONDURAS LOANS, 1867. 


GovERNMENT DecrREE. 
(Translated from the Spanish.) 
DECREE. 


Art. 1. Taz Government is authorised to contract a Joan in Honduras, in the other States 
of Central America, or abroad, for such an amount as may suffice to cover the requirements 
of the present needs. 


Art, 2. The Government may allow interest at the rate of 16 per cent. (sixteen per cent.) 
per annum, and to appropriate for the redemption of loan whatever revenue or revenues of 
the State they may deem most convenient. 


Art. 3. Should the amount which may be negotiated permit it, the Government shall 
devote a certain sum to the development of agriculture in the manner which may be 
considered most convenient,. 'so tobacco, &c., or for any other branch of industry, so as 
to give an effectual and positive 1. Ise to the prosperity of the State. 

Let it be sent up to the Senate. “‘ven at Comayagua, in the Sessions Hall of the 
Chamber of Deputies, on the 14th of Mu 7h 1863. Rafael Camilo Diaz, D.P. Luciano 
Rodas, D.S. Lucas Rios, D.S. To the F.!., Chamber of the Senate. Comayagua, 
March 19th, 1863. Joaquim Romero, S.P. Ynocente Rodriguez, $.S. Therefore let it 
be put in execution National Senate at Comayagua, the 19th of March 1868. 


Francisco Montes, 
The Minister of Finance and War. 


Francisco Alvarado. 
It is conformable with the original. 


Ponciano Leiva. 


Gracias, 51st December 1866. 


Contract for the Construction of a RatLway at Honduras. 


Josr Marta Mepina, General de Division and Constitutional President of the Republic 
of Honduras, in Central America, being desirous of facilitating the construction of the 
Inter-oceanic Railway, and making use of the constitutional faculty accorded to the 
Executive Power to promote and protect the development of agricultural, manufacturing, 
and commercial industry, has ordered to be conceded, as in fact it does concede, by these 
presents to Monsieur Victor Herran, Minister Plenipotentiary of the Republic at Paris, and 
to Monsieur Carlos Gutierrez, Minister Plenipotentiary of the Republic at London, full 
power to the intent that they might jointly and severally conclude and sign all conventions 
or contracts for the construction and working, on account of the Honduras Government, of 
the projected railroad, which is to start from the Port of Cortes and proceed as far as the 
Bay Bie onsscs. 
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There are likewise conceded to the aforesaid Ministers all full and ample powers by these. 
presents to the mtent that they may issue and sign, in the name of the Republic, all the 
bonds which they may issue representatively of any loans negotiated by them to pay for 
the construction of the before-recited railway, it being understood that the Government 
will ratify, as from the present time it does ratify, all the conventions which Messieurs the 
Ministers before named shall deem useful and. proper to conclude in the interests of the 
country in the name of the Government and of the State, in order to the speedy consum- 
mation of the before-mentioned euterprise. 

The bonds which shall be issued shall be guaranteed — 

1. By the general receipts of the Republic ; 

2. By the receipts of the railway itself; and, 

3. By the unpledged lands of the State, of which details shall be subsequently 
dispatched. - ' ; 

Given in the City of Gracias, capital of Honduras, in the Palace of the Government. 

Signed with my hand and in my names sealed! with the arms of the Republic, and 
countersigned by the Minister of the Interior and for Foreign Affairs ; undeisigned 
the twenty-sixth dav of May One thousand eight hundred and sixty-six. 


(signed) V. Herran, 
Carlos Gutierrez., 
Signed by the above-named, His Excellency W. MeCandlish. 
Victor Herran, Carlos. Gutierrez, and 
William McCandlish, in the presence of 


Lefevre, 83, Lombard-street. 


— 2, — | 


AGREEMENT between His Excellency Monsieur Victor Herran, Minister Plenipotentiary 
of Honduras at Paris, and His Excellency Don Cailos Gutierrez, Minister Pieni- 
potentiary at London, both acting in the name of their Government by virtue of special 
powers, of which copy is annexed, of:the one part, and Louis Raphael Bischoffsheim and 
Henry Louis Bischoftsheim, carrying on business under the style of “ Bischoffsheim and 
Goldschinidt,” residing in London, at Founders-court, Lothbury, of the other part. 


Ir has been understood, and agreed as follows :— 


Messrs. Herran and Gutierrez being desirous of obtaining on account of the State of 
Honduras a'loan to defray the expenses of constructing a railway from Puerto Cabullos on 
the Atlantic to the Bay of Fonseca on the Pacific, have proposed to Messrs. Bischoffsheim 
and Goldschmidt (who have consented thereto) to issue such loan through their,agency on 
commission; that is, by their house in Paris, and by the agency of the London and County 
Bank in London, or in default of that bank of any other banking or.other establishment 
in London, to be chosen by the said Messrs. Bischoffsheim and Goldschmidt, ands bject 
also to the following conditions :— 


Article 1. The loan shall be for one million of pounds (1,000,000 1.) sterling nominal. in 
bonds carrying interest! at_ 10 per cents per annuum ‘payable in London in pounds sterjing, 
and in Paris in francs, on the 1st of January and the Ist of July in each year ;’such bonds 
to be signed by a duly appointed’ representative of the Honduras ‘Government. " ‘These 
bonds are to be issued to:the public at 80 per cent., and will consequently produce a net 
sum of 800,000/:, which will be employed in the construction of the first section of the 
the railway from Puerto Caballos to Santiago, and in clearing the forests for the purposes 
of the sales of Umber, and in the expenses attendant upon the loan. The opening of this 
first section will allow of the cutting and transporting of the forests of mahogany, the 
produce of which will be sufficient, according tothe Government estimate, to realise the 
capital necessary for completing the projected line from sea to sea. 

Whenever the Honduras’ Government: shall judge it necessary for carrying out the con- 
struction of the railway, to issue a supplementary loan, it is understood that the issue of 
that loan shall also be confided to Messrs. Bischofisheim and Goldschmidt, and according 
to the same conditions as those stipulated in the present convention. 

The price of issue of this_supplementaryloan-shall—be~calculated upon the average 
market price of the present loan for the month preceding the opening of the subscription, 
with a margim of 5\per cent. 

It is understood at all times that the Honduras:Government retainssits. complete liberty 
of action in relation to the issue of any other State loan upon any other security than:that 
given under the present convention, 


Article 2. The ‘different, payments: will:be ‘arranged’ so ‘that the interest: during the 


construction of the first section of the railway shall not exceed the sum of 114,000. 


The Honduras Government. engages to:commence, onthe Ist’ of July 1869, the regular 


payment during the then next)15 consecutive years into the hands of Messrs: Bischoffsheim 


and Goldschmidt, in London. and Paris, of an‘annuali sum of '140,0002, intended for the 


payment of interest, and the!amortisation of the above:loan of ‘one million pounds. In this 


“sum of 140;0007. is comprised an annual bank commission payable to“Messrs. Bischoffsheim 


and Goldschmidt for the half yearly payment of interest and drawings, : 
j Article 3. 
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half yearly, on the 1st of January and the 1st of July, one month before the expiration of 
each such half year in London in pounds sterling, and in Paris in francs. Atter the 16 
years above-mentioned and the! complete: payment of the yearly amounts before stipulated 

the, Honduras, Government; shall.be entirely released from. hability, and the railway pnd 
works‘ shall. become the» property jof the State, except that the Honduras Government 
engages from the present, date to share by moieties with the holdets of the present Joan the 
va produce of the lie during 15 years, to commence, from the complete repayment of | the 
oan. . 

To this effect, within one month after allotment, each subseriber of 1002. will receive as 
bonus.a deferred fully paid-up 10,000th share entitling the holder thereof. to receive his 
proportionate part of a moiety of the net revenues of the railway during 15 years, to com- 
mence with the complete repayment of the present loan. 


Article 4. The above-mentioned annuity, of 140,000. is guaranteed by a special hypo- 
thevation of the revenues of the railway from Puerto Caballos to the Bay of Fonseca, and 
by a first mortgage upon all the domains and forests of the State. , 

From the day of the issue of the loan, and until its complete repayment, all the produce 
of the said domains.and forests, such as mahogany, indigo, cotton, &c., are to be forwarded 
and consigned exclusively to London to Messrs. Bischoffsheim and Goldschmidt, who will 
realise them on account of the Government in consideration of a commission of 5 per cent., 
and will.apply the net sale price thereof towards the payment of the interest, and of the 
amortisation of the loan. Any surplus is to be applied towards the completion of the 
railway.as far as the Bay of Fonseca. 


Article 5. Although a sufficient sum for the payment of interest is provided fur, the first 
two years, the Government shall only have the right to consider the sums put aside for 
this purpose as a precaution against the contingency of the products of the forest and 
domains mortgaged for the loan not being capable of transportation by reason of the insuf- 
ficiency of the roads, or sufficient in amount to cover such interest. 

Consequenily, as soun as the works connected with the railway are sufficiently advanced 
to permit of the products of the forests and. domains already mentioned being brought to 
the sea-coast, the Honduras Government. pledges itself to forward theni immediately to 
Messrs. Bischoffsheim and Goldschmidt, who shall sell them on its behalf, and appropriate 
the’ amount thereof towards the regular payment of the interest and sinking fund, and the 
surplus shall form the subject of a special current account, of which the credit balance shall 
be employed in the construction of the uncompleted parts of the line. 


Article 6. This loan being intended principally for the construction and equipment of the 
railway, the Honduras Government agrees that the administration of the funds destined for 
the construction of the railway (which forms the basis of the present convention) be con- 
fided exclusively to a body consisting of three trustees, the presidency of which shall 
belong by right to'the representative of the/ Honduras Government in London, and of which 
the two other members shall be chosen by the: said representative froma lst which shalt 
bevpresented by Messrs. Bischoffsheim and Goldschmidt, one of them being always a 
member of the said house of Bischoffsheim and Goldschmidt, if they so desire. 

All vacancies in the office of trustee shall be filled up in the same manner. 

The business of the trustees shall consist in’ watching the :regular and exclusive em- 
ployment in the construction of the railway of the funds appropriated for ‘he purpose. 

Themnon-payment of any hali-yearly interest coupon will entail in all cases by right the 
taking possession, for the benefit of the bondholders, of the railway and working, and of 
the domains and forests, by Messrs. Bischoffsheim: and Goldschmidt, or their agents, the 
whole beg under the surveillance of the trustees until the complete payment of the stipu- 
lated annual sum for the interest‘and amortisement. 


Article 7. Any difficulty which may arise between the Government of Honduras and 
Messrs. Bischoftsheim and Goldschmidt or their assig's with reference to the execution 
and the interpretation of the present convention, shall be decided, without appeal as regards 
the financial element, by the trustees charged with the superintendence of the appropriation 
of the loan, and as regards any question relating to the works properly so called by the 
President of the Institution of Civil Engineers of London. 


Article.8.Messrs. Bischoffsheim and Goldschmidt shall, be the sole judges as to the 
proper time for issuing the loan to the public; but in the event.of the loan not being issued 
by Messrs: Bischofisheimeand Goldschmidt betweewnow and the 1st.of January 1869, the 
presentagreement shall become null as a matter of course, without any right to an indem- 
nity on either one side or the other. | ; 


As witness the hands of the contracting parties, this 25th day of October 1867. 


Signed»in)London-in duplicate by His, Exceilency Don Carlos Gutierrez 
and Messrs. Bischoffsheim, and. Goldschmidt, in the presence of 
Lefevre, 83, Lombard-street, 
. London. 
Signed by His Excellency Victor Herraa, in the presence of 
fe i Lefevre, 83, Lombard-street. 
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ARTICLES of AGREEMENT made and entered into this Twenty-fifth day of October 
One thousand eight hundred and sixty-seven, between His Excellency Victor Herran, 
of the City of Paris, Minister Plenipotentiary of the Government of Honduras at Paris, 
and His Excellency Don Carlos Gutierrez, of the City of London, Minister Plenipo- 
tentiary of the said Government at London, the said Victor Herran and Don Warlos 
Gutierrez both acting as agents for and in the name of the said Government of 
Honduras, under the power a eopy of which is hereuuto annexed, of the one part, and 
William McCandlish, of No. 27, Great George-street, in the City of Westminster, in 
England, hereinafter called the Contractor, of the other part. : 


Wnuerzas the Government of Honduras have determined on having a line of railway 
constructed and made in Honduras, with all proper stations, sidings, and other works 
connected therewith, and the rolliog stock, plant, and materials suppyied for the same, 
according to the particulars and stipulations contained in the Cahire des Charges, a copy 
of which constitutes the Schedule to these presents: And whereas it is proposed and 
intended by the said Government to construct and equip the said railway in three sections, 
and in the first instance to raise a loan of One million pounds for the purposes of the first 
section, and for other purposes; and further, that the portion of the proceeds of the said 
loan applicable to the said first. section is, after one calendar month after the allotment, to 
be received by trustees, of whom the president’ shall be the minister of the said Govern- 
ment in London for the time being, and one other of whom (if he so desire) is to be one of 
the contractors in England for the said loan, and to be applied by the said trustees, in the 
firsé place in payment from time to time of the monies due and payable to the contractor 
under this contract; and further, it is proposed and intended, if possible, to raise the monies 
necessary for the construction and equipment of the remaining sections of the said railway 
by the proceeds from the sale of the mahogany in the forests of the said Government, or, 
if thought advisable by the Government, by means of the issue of a further loan for the 
purpose; but it is distinctly understood and agreed that it shall be optional with the said 
Government as to whether and when each of the remaining sections of the said railway 
shall be proceeded with or not: And whereas the said Willliam McCandlish has agreed 
with the said Government to make, construct, complete, and equip the said intended line of 
railway, in sections as aforesaid, and execute and perform the several matters and things 
specified in the said Schedule upon and subject to tle terms and conditions therein and 
hereinafter expressed and contamed: Now, therefore, these presents witness that the 
said William McCandlish doth hereby, for himself, his heirs, executors, and administrators, 
covenant with the said Victor Herran and Don Carlos Gutierrez, acting for and on behalf 
of the said Government, so far as regards such part of the said contract as is to be fulfilled 
by him; and they, the said Victor Herran and Don Carlos Gutierrez, do hereby, for them- 
selves and their successors, and also for the said Government, covenant with the said 
William McCandlish, his executors and administrators, so far as regards’ such part of the 
said contract as-is to be fulfilled by the said Government and by the trustees respectively, 
in manner following; that is to say— 

Article 1.—The Schedule hereto shall be deemed to be part of these presents. 

Article 2.—The contractor and. the Government shall and will respectively execute, 
observe, and perform, for the purposes of this contract, all the matters and things specified 
in the Schedule to these presents, upon the terms and conditions therein and hereinafter 
expressed ; but so that, in case of any discrepancy between the terms of these presents and 
the said Schedule hereto, the terms of these presents shall prevail. 

Article 3.-—The said railway shall be constructed in the following sections, of the lengths 
hereinafter mentioned, and in respect of which sections the portions of the contract price 
hereinafter mentioned shall be respectively appropriated ; that is to say— 


Number : Length in - Portion 
an Termini. English of 
Section. Statute Miles. | Contract Price. 
£. 
Section 1 | Port Cortes to Santiago = - - - - 500,000 
» 2 | Santiago to Comayagua - ag, - 930,000 © 
» 8 | Comayagua to Bay of Fonseca - - - 470,000 
1,900,000 


Article 4.—The first section of the said railway is to be first proceeded with, and it shall 
be optional with the Government whether and when the remaining sections, or either of 
them, shall be proceeded with or not; and the said Government shall have the right at any 
time to abandon all or any part of the works under the present contract; in which case the 
Government engineer shall determine what, if anything, shall be paid to the contractor in 
respect of such abandonment, and for the works executed, including the retention fund 
under. this contract; but the Government shall nevertheless exercise such option within one 


from the date of the opening of the first section. 
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This contract is subject to the provisions of the contract between the Government and Appendix, Novu. 
the contractors for the loan intended to be raised by the Government for the purposes of the ) 
said railway. 


(signed) V. Herran. (1.s.) 
Carlos Gutierrez. (1.8.) 
W. McCandlish. (1.s.) 
Signed, and sealed and delivered, by the 
above-named, His Excellency Victor 
Herran, in the presence of 
Lefevre, 83, Lombard-street. 


| 


Signed, sealed, and delivered by the above- 
named, His Excellency Don Carlos 
Gutierrez and William McCandlish, in 
the presence of 


-* 


Lefevre, 83, Lombard-street, London. 
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Memoranpum of AGREEMENT made this Twenty-first day of November One thousand 
eight hundred and sixty-seven, between His Excellency Victor Herran, of the City of 
Paris, Minister Plenipotentiary of the Government of Honduras at Paris, and His Excel- 
leney Don Carlos Gutierrez, of the City of London, Minister Plenipotentiary of the said 
Government at London, of the one part, and William McCandlish, of No. 27, Great 

; George-sireet, in the City of Westminster, in England (hereinafter called the Contractor), 

f. of the other part. 


Ir is mutually understood, and agreed as follows :— 


; 1. That the existing contract of the 25th October last, and the contract sum therein 
: mentioned for the first section of the railway from Port Cortes to Santiago, do and shall 
| include and comprise the tramways and the several other preliminary and incidental work 


and servicies specified in the schedule hereunder written. 


2. That’such works and services, and also the main works of the railway, shall be com- 
' re ‘ti wehiat barbed 

i, menced, proceeded with, and performed at such times and at such rate of progress, and to 
\ such extent only, as Messrs. Bischoffsheim and Goldschmidt shall from time to time 
i so direct. 

) 3. The contractor shall not call for or be entitled to the payment of the full sum of 
fifty thousand pounds (50,000 I.) as the first instalment mentioned in Article 8 of the said 
existing contract, but shail be advanced and paid such sums only as the said Messrs. 
Bischoffsheim and Goldschmidt shall from time to time order and direct, and all such 
advances shall be treated pro tanto upon the footing mentioned in the said existing con- 
tract, in regard to the said sum of 50,000 I. ; but in case the said first section of the railway 
shall be commenced by the direction of Messrs. Bischoffsheim and Goldschmidt, and 
shall afterwards be abandoned, then in addition to the amount to be certified by the Govern- 
ment engineer as the vaiue of the works executed, the Government engineer shall also deter- 
mine what (if anything) the contractors shall be paid in respect of such abandonment. 


i The ScHEpDUuULE hereinbefore referred to. 


| SpEcIFICcATION as regards the Tramway, and other Preliminary and Incidental 
Works and Services. 


1. Tue contractor to proceed forthwith with a limited staff to Honduras, and to carefully 
examine and report upon the actual nature and condition of the country, and the facilities 
and cost of for making a tramway as after-mentioned, as well as the main works of the rail- 
. way, and also on the general resources of the country, and particularly of the lands of the 

Government, and the quantity and quality of mahogany and other timber available, and the 
cost of clearing the forests and preparing the timber for the market, and of transport 
thereof to England. The contractor also to perform such other, services as may from time 
to time be directed by Messrs. Bischoffsheim and Goldschmidt. 


2, To construct a tramway or other works to complete the means of communication 
between the. Lake of Yojoa and the River Blanco, and the line of railway at or near 
Santiago for the purpose of enabling mahogany and other timber to be transported down 
to:the River Uloa and the coast. 

3. To clear the forests by the cutting of mahogany and other timber on the lands of the 


Government, at and about and adjacent to the said lake and the line of the said. tramway 
0.64. RR3 and 
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Appendix,'No..1. and railway, and preparing the same for market, and bringing it down by the said tramway 
pos Sales or by the river'or otherwise to the coast, and thence shipping the ‘same to London or any ° 
other port to the order of Messrs. Bischoffsheim and Goldschmidt. 


As witness the hands of the contracting parties, this 21st day of November 1867. 


Vr. Herran. 
Carlos Gutierrez: 
W. Mc Candlish. 


Signed by the above-named, His Excellency Victor Herran, His 
Excellency Carlos Gutierrez, and William McCandlish, in the 
presence of ; 

Lefevre, 80, Lombard-street. 


eee ar eee 


Honpvuras Government Railway Loan, 1,000,000/., in Bonds to Bearer of 100/., 5002., and 
1,0007. each, bearing 10 per Cent. Annval Interest, payable Half-yearly in sterling, 
issued al 80 per cent., and to be redeemed at par in Sterling within 17 Years by Yearly 
Drawings, by means of an accumulative Sinking Fund:of 3 ‘percent. per annuni.). The 

' first Drawing to take place on December 31st, 1869. 


The payments by subscribers will be as follows :— fia. 1. Pe. 

5 per ceni. on application - : - - - -| &6 - + 

10 s on allotment - - - - - - -|10 - = 
LOS es on January Ist, 1868, lessinterest £- 9 43 | 910 7 

15° ,, on July Tet, 1668, ‘ = Pil (8 5) to oe 

20 a on January Ist, 1869, Rs "210 p= Sees 

20 e on April 1st, 1869, cis = 1 17° 6 "| ie" oe 


80 percent») fy may RFE Got pet) uty. Ta es 


Interest will be payable on 1st July and 1st January in each year at the London and 
County Bank, and, for the first instalment of 15/., will date from 1st October 1867.. 

In default of payment of any of the resjective instalments, all previous payments wilbbe 
liable to forfeiture. 

The instalments may be anticipated at any time at Bank of England rate. 


The Government of Honduras having agreed to appropriate to the subscribers: a moiety of 
the net profits of the railway during 15 years after the complete repayment of the present | 
loan, subscribers will receive, as bonus, within one month after allotment, with each 100 1. bond; 
one 1(),000th deferred fully paid-up railway share to bearer, entitling the holder: thereof. to 
receive his proportion of such net profits. 


Prospectus. 


The President of the Republic of Honduras, being duly authorised, has given full powers 
to:Mons. Victor Herran, Minister at Paris, and Senor Don Carlos Gutierrez, Honduras 
Minister in London, to contract on account of the Government, a loan, to be applied towards 
the construction of an Inter-oceanic Railway from Puerto, Caballos, on the Atlantic, to the 
Bay of Fonseca, on the Pacific. 

%. show the importance attached by the British Government to the Honduras Inter-oceanic 
Railway, it may be stated that the line has been surveyed: on the party of: Her Majesty’s 
Government, by Lieutenant Colonel Stanton, R.z., and a detachment of Royal Engineers 
sent out for the purpose. Colonel Stanton reports “That the harbours at both termini are 
unexceptionable,”. and that the road can be constructed “ without: anyisharper ‘curves or 

heavier gradients than are to be found on existing lines over which locomotives work without: 
difficulty.” 


. “‘ The new treaty between Honduras and Great Britaim declares that— 


*“ Tn order to secure the construction and permanence of the route or road herein: 
“ contemplated, and also to secure for the benefit of mankind the uninterrupted 
“ advantages of such communication from sea to sea, Her Britannic Majesty recognises 
“ the rights of sovereignty and property of Honduras,\in andiover the line of the'said 
“road, and for the same reason guarantees; positively and \efficaciously, the entire: 
“ neutrality of the same. And iwhen. the proposed road..shall, have:beew completed): 
" | “cc Hers: 
* This is ani extract from’ thé“ Additional Article” annexed’ to the “Tréaty” of 27th August 1856,— 
MM: Slaughter. . 
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» © Her Britannic Majesty equally engages, in conjunction with the Republic of Honduras, . Appendix, No. 1. 
“to protect the same from interruption, seizure, or unjust confiscation, from whatsoever -— : 
» quarter the attempt may proceed.” 


Treaties signed by the Honduras Government with France and thé United States contain 
‘the same provisions, and the French Government, considering the public utility of the Hon- 
. duras, Railway, has promise: the, official quotation of the Honduras, Loan on the Paris 
“Bourse. 5 
The following official report by Rear Admiral Davis, wade to the Secretary of the Navy 
of the United States Government, in compliance with a resolution of the American 
Congress on the 19th of March 1866, demonstrates. likewise the importance which the 
United States Government attaches to the construction of the Honduras line:— 


- “The reader who follows the course of the surveyors, naturalists, and geoloxists 
“ from the capacious, safe, and excellent harbour of Puerto Caballos, through regions 
“ remarkable for their salubrity, fertility, great variety of climate and productions, and 
“ valuable mineral resources, to the waters of the splendid harbour of La Union (Bay of 
| “ Fonseca), cannot but regret that capitalists have not found it to their interest to 
| “ carry out one of the most promising and one of the least embarrassing enterprises of 
“the day.” 


The line of railway has been carefully selected and surveyed by Mr. Trantwine (late 
engineer-in-chief of the Panama Railway) and an efficient staff, and a contractshas been 
| ‘centered into for the construction of the whole line, with:stations and, rolling..stock, for a 
on stipulated sum of about 8,000/. a mile, including every outlay, and the works are, to;be 
| os proceeded’ with,in- sections. 

| From time to time,\as the:instalments of the present loan are received, the proportion to 
| be applied to the construction of the first section of the railway will be handed to and held 
by trustees in trust, to pay the contractor the instalments on his contract, as certified by the 
\ Government engineer. The balance of the loan will be applied in clearing the forests, and 
\ im payment of engineering and other incidental expenses, 

| ‘The interest and sinking fund of the loan are. specially guaranteed by a first charge upon 
| the intended railway itself and its revenue, and also by a first mortgage upon the whole of 
the domaius and mahogany forests of the State of Honduras, which, according to official 
report, are of immense value. 

| It is arranged that the whole of the produce of the above-mortgaged State domains and 
forests shall be consigned direct to. London by tie Honduras Government to Messrs. 
Bischoffsheim and Goldschmidt, who will pay over the proceeds of the sales towards the 
. annual interest and sinking fund, and the construction of the remaining sections of the 
| railway. 

Jt has been further arranged in the contractgthat, as soon as any portion of the railway 
is completed, the contractor shall bring down to the terminus, free of charge, by the -return 
| jorempty wagons, any produce of the Government forests and domains that may. be ready for 
shipment to England. 

Beginning at the harbour of Puerto_Caballos, on the Atlantic, the railway will proceed 
over the table land of ,Honduras—in a line of 230 miles to the Bay of Fonseca, on the 
Pacific. 

The ports at either-end are spacious, safe, and easily accessible for the largest ships. 

The steaming distances from Liverpool to San Francisco, touching at Jamaica, are: by 
way of Panama, 7,980 miles; Nicaragua, 7,720 miles; Tehuantepec, 7,740 miles; Hon 
duras, 7,320 miles. 

The distance between New York and San Francisco, by Panama, is 5,224 miles; by 
| Nicaragua, 4,700 miles ; by Tehuantepec, 4,200 miles: by Honduras, 4,121 miles; a saving, 
by way of Honduras, as compared with Panama, the only line on which a railway is already 
constructed, of 1,103 miles. 

The difference in actual distance, coupled with the superiority of ports, the facilities of 
embarkation and disembarkation, and the connection with the American coast lines, will 
| effect a saving in time, as compared with the Panama route, of not less than five days 
between.the Atlantic and Pacific ports of the United States. ’ ce: 
| “ The-line will afford the easiest,safest, and speediest route between Great Britain and 
| British’ Columbia; it will also offer the increased | facilities: of first-class. ports for the 
establishment of speedy intercourse with Ausiralia and New-Zealandand will bring Jamaica, 
i Belize, and other British possessions to the West Indies into the direct line of communi- 
cation. 
>» Last year,the dividend paid by the Panama Company was at the rate of 24 per,cent. per 
1) . annum, ona capital of 1,600,000 /., in addition to a, bonus of 40 per.cent. from accumulated 
| )profits.. The Honduras line will in all probability rei urn, as much profit as the Panamaline, 
.» [fmot.considerably: more. ee 
Sufficient of the proceeds of the present issue will be applied to the construction, of the 
first section, from Puerto Caballos to Santiago., Tiiis section will enable the expertation of 
the mahogany, &c..to take splacey, the. means of transport now existing being too expensive 
to be remunerative.,,-Canefuljestimates have satisfied the Honduras Government that the 
surplus revenue of the State domains and forests. willbe amply. sufficient. to complete the 
whole line, without any further issue of stock, but in case it should be found advantageous, 
.on_account of increasing traffic, to accelerate the opening of the railway from.sea to.sea by 
0.64, RR4 raising 
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Appendix, No. 1. raising more money, further stock will be issued for the construction of the remaining sections 
of the railway. 

The several contracts and other documents can be inspected at the office of Messrs. Baxter. 
Rose, Norton & Co., Solicitors, No. 6, Victoria-street, Westminster. ‘ 

Applications for the loan will be received from Monday, 11th November, to Friday, the 
15th November, by the London and County Bank, 21, Lombard-street, and branches, where 
prospectuses and forms of application can be obtained ; aud in Paris by Messrs. Bischoff- 
sheim, Goldschmidt & Co., 26, Rue de la Chaussée d’Antin, Payments on application for 
the loan can also be made at the Bank of France and branches. 


HONDURAS GOVERNMENT RAILWAY LOAN FOR 1,000,000 7. 


Form or APPLICATION. 


To be retained by the Bankers. 


To the Directors of the London and County Bank. 


Gentlemen, 

Havine paid to the London and County Bank the sum of £___________ I hereby 
request that you will allot to me £_________ net. in bonds of the above loan, and 
I hereby agree to accept the same, or any smaller amount that may be allotted to me, and 
‘to pay the further sum of 107. per cent. on the same when allotted. 

I am, gentlemen, 
Your obedient servant, 


Signature 
Address in full 
Date 


- Bankers’ RECEIPT. 
No. 
To be retained by Applicant, after being signed by Bankers. 


ReceIveD the_—__________day of July 1867, on account of the Honduras Government 
Railway Loan, the sum of £_____________, being the deposit required on application 
for an allotment of £_________net of _ he said loan. 


For the London and County Bank. 


ee 


ont eee 


Gentlemen, Stock Exchange, 11 December 1867. 
We, the undersigned, request that you will appoint a settling day in the English Scrip 
of the Honduras Government Railway Loan as early as convenient, and allow the same to 
be quoted in the official list. | 
Weare, &c. 
(signed) P. Cazenove & Co., Brokers to the Company. 


A i i 
The Giada Neieaeek aactenaaes [And Five other Signatnle] 


Stock Exchange. 


Gentlemen, Founders’ Court, Lothbury, 5 December 1867. 
We hereby certify that 601,1007. of the Honduras Railway Loan has been allotted in 
England, and that 74,7821. 8s. 1d. has been paid thereon till now. The remainder has 
been appropriated to the Continent, and is represented by French Scrip. ‘The definitive 
bonds will, however, be all alike. 
We are, &e. ) 
(signed ) Bischoffsheim & Goldsmidé, 
Agents for the Honduras R. W. Loan. 
To the Committee of the Stock Exchange. 


, ; 
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PAPER handed in by Mr. Davids. 


GENERAL TRUST DEED. 


Turs Indenture, made in the City of London, the 30th day of June 1868, between his 
Excellency Monsieur Victor Herran, Minister Plenipotentiary of Honduras at Paris, and 
his Excellency Don Carlos Gutierrez, Minister Plenipotentiary of Honduras at London, 
both acting in the name, and for and on behalf, and as the duly authorised representatives 
of the Government of Honduras of the first part; Louis Raphael Bischoffsheim and Henry 
Louis Bischoffsheim, carrying on business under the style or form of Bischoffsheim & 
Goldschmidt, residing in London, at Founders’-court, Lothbury, of the second part ; 
William Henry Cotterill, of 32, Throgmorton-street, London, gentleman, and Henry Luke 
Robinson, of 21, Austin Friars, London, merchant, of the third part ; and Charles Lefevre, 
of 83, Lombard-street, in the said City of London, of the fourth part. 


Whereas by an agreement bearing date the 25th day of October 1867, and made between 
the said parties hereto of the first and second parts respectively, the said parties of the 
second part agreed, on behall of the State of Honduras, to issue a loan of 1,000,0002. 
sterling, nominal, at the price of 80/. per cent., towards defraying the expense of construct- 
ing a railway from Puerto Caballos, on the Atlantic, to the Bay of Fonseca, on the Pacific, 
the produce of such loan to be employed in the construction of the first section of the said 
railway from Puerto Caballos to Santiago, and in clearing the forests for the purposes of 
the sales of timber, and in the expenses attendant on the said loan. 


And whereas by the said recited agreement it was also provided that from the date of 
issue of the said Joan, and until its complete repayment, all the produce of the domains and 
forests of the said State of Honduras, such as mahogany, indigo, cotton, &c., should be 
forwarded and consigned exclusively to London, to the said parties of the second part, who 
would realise them and apply the net sale proceeds thereof towards the payment of the 
interest and amortisation of the said loan, and any surplus to be applied towards the com- 
pletion of the railway as far as the Bay of Fonseca. 


And whereas by the said recited agreement it is also provided that the administration of 
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the funds destined for the construction of the said railway should be confided exclusively © 


to a body consisting of three trustees, the presidency of which should belong by right to 
the representative of the Honduras Government in London, and of which the two other 
members should be chosen by the said representative from a list which should be presented 
by the parties hereto of the second part, one of them being always a member of the said 
house of Bischoffsheim & Goldschmidt, if they so desire, and that the business of such 
trustees should consist in watching the regular and exclusive application in the construction 
of the said railway of the funds appropriated for the purpose. 


And whereas by an additional agreement, also dated the 25th day of October 1867, 
made between the said parties hereto of the first and second parts respectively, it was 
provided that the proceeds of the said loan should be applied as follows :— 


Contract “a forfaict” with William McCandlish for the construction of the £. 
said railway from Puerto Caballos to Santiago, and other preliminary and | 
incidental expenses —- - - - - - - - - - 500,000 

To be placed at the disposal of the Government for clearing the forests, 
engineering, and expenses arising from payment made in advance, at the 


rate of the banks of France and England - - - - - - 100,000 
Three trustees and a secretary, at 500/. per annum each, for two years - 4,000 
Commission of 14 per cent. for brokers and the firm that receives subscrip- 

tions - - - - - - .- - > - - - - - 12,000 
Interest - - - - - - - - - - - - - 114,000 
Annual commission of 10,0007. allotted to Messrs. Bischoffsheim & Gold- 

schmidt for payment of coupons and sinking fund, for two years - - 20,000 
Commission of 5 per cent. granted to Messrs. Bischoffsheim & Goldschmidt, 

to be paid to them out of the first funds realised = - - - - - 50,000 


And whereas by certain articles of agreement, dated the 25th October 1867, made be- 
tween the said parties hereto of the first part of the one part, and William McCandlish, of 
No. 27, Great George-street, Westminster, in England, of the other part, the said William 
McCandlish undertook the construction of o said line of railway, from Puerto Caballos is 

0.64. 8 the 
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the Bay of Fonseca, upon the terms and conditions more particularly specified in the 
articles of agreement now in recital. And it is, amongst other things, provided that the 
monies payable to the said William McCandlish, as such contractor, as provided by the 
said recited articles of agreement for the construction of the said railway, should be paid 
by the Government, through the said hereinbetore-mentioned trustees, out of monies 
received by them on account of the said loan, or otherwise, on account of the said 
Government. 


And whereas by an indenture of even date herewith, nade between the parties hereto of 
the first part of the first part, the parties hereto of the second part of the second part, and 
the said Don Carlos Gutierrez, and Philip Thomas Blyth and Henry Luke Robinson of the 
third part, whereby the last-mentioned parties have been appointed trustees for the ad- 
ministration of the funds destined for-the construction of the said railway. 

And whereas the said parties hereto of the second part issued the said loan, and the 
same was subscribed for to the satisfaction of the said Government, as the parties hereto of 
the first part do hereby admit and acknowledge. 


And whereas there is standing to the credit of the Government of Honduras, with 
Messrs. Bischoffsheim & Goldschmidt, the sum of 12,6467, 4s. 9d., being the instalments 
which have been, paid in respect of 48,3407. stock of the said loan. 


And whereas the parties hereto of the first part, as the representatives and for and on 
behalf of the said Government, are possessed of stock in the said ‘loan to the nominal 
amount of 951,6607., which, with the said sum of 48,3407. like stock, represent together 
the total stock of the said loan. 


«And whereas it is desired that the said monies so standing to the credit of the said 
Government should be transferred, and the definitive bonds representing the amount of 
stock, so as aforesaid possessed by the said parties of the first part, should |be deposited 
with the parties hereto of the third part, for the purposes and to be dealt with by them in 
the manner hereinafter more particularly specified. 


And whereas the said Charles Lefevre has undertaken to. place the definitive bonds 
representing the amount of stock, so as aforesaid | possessed by the parties hereto of the 
first part, within the tinie and upon the terms hereinafter provided. 


Now it is hereby mutually agreed by and between the several parties hereto, each of 
them entering into this agreement, so far as the same relates to acts and things to be. done 


by him respectively, as follows :— 


1st. The parties hereto of the first and second parts respectively, will forthwith do all 
acts necessary to transfer to the parties hereto of the third part the monies hereinbefore 
mentioned and referred ‘to as standing to the credit of the Government with Messrs. Bis- 
choffsheim & Goldschmidt, and also deliver to the said parties of the third part the 
definitive bonds representing the stock of the said loan, for the nominal sum of 951,660 2, 
as hereinafter mentioned. . 


2nd. The parties hereto of the second part will, within 30 days from the date hereof, 
deliver to the said parties hereto of the third part, definitive bonds of the nominal amount 
of 200,000 /., provided that the same are previously delivered to the said parties of the 
second part, duly signed by the Minister of the Government in London, 


8rd. The Minister of the said Government in London will forthwith sign all the said 
definitive bonds for 1,000,000 /., and deliver the same to the parties hereto of the second 
part; and so soon and so often as any of the said definitive bonds for the time being in 
the hands of the parties hereto of the third part, shall have been placed by them and the 
proceeds thereof applied in manner herein provided, the parties hereto of the second part 
will, on the written request of the said parties hereto of the third part, deliver to the said 
parties hereto of the third part, definitive bonds of the nominal amount of. those so placed 
so and in such manner as that the parties heretovof the third part shall always have in 
their possession definitive bonds of the nominal amount. of 200,000.J. 


4th. The parties hereto of the first and second parts respectively hereby engage that all 
payments which may hereafter be made in respect of the said loan by the holders thereof 
shall be paid to the parties hereto of the third part. 


5th. The parties hereto of the second ‘part hereby engage to pay over to the parties 
hereto of the third part the net proceeds of the sales of all produce of ‘the State domains 
and forests which may be consigned to the parties of the second part. 


6th. The said Charles Lefevre hereby engages to place the whole of the said definitive 
bonds, representing the said sum of 951,660 /., as follows: 150,000 J. of the said bonds by 
the end of the present year, and the balance during the year 1869, yy 


7th. The price at which the said Charles Lefevre engages and is entitled so’to ‘place the 
said bonds, is as follows :— 


In respect of each bond for 100 I. placed between ist July 1868 and ‘Ist: J anuar 
1869, 75 1. 9.s. 6 d.,of which 6/,.17s, 6 d. is applicable to interest accruing on all noe 
bonds subsequent;to.the 1st July 1868. atria deebel it 

2 Ditto, 
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Ditto, between 1st January 1869 and Ist April 1869, 721. 9s, 6d., of which 


41. %s. 6d. is applicable to interest accruing on all such bonds subsequent to the 1st 
day of January 1869. 


Ditto, between ist April 1869 and 1st July 1869, 712 2s., of which 20. 10s. is 
applicable to mterest accruing on all such bonds subsequent to the Ist day of April 
1869. 


Ditto, after 1st July 1869, 687. 12s. ‘ 


The said Charles Lefevre shall be entitled to have such bonds or any portion thereof 
delivered to him against the payment of the said sums. 


8th. In the event of the said Charles Lefevre not so,.as aforesaid, placing the whole of 
the said bonds by the 31st day of December 1869, then and:in such case the parties of the 
third part shall be at liverty to deduct eut of all monies coming to or to which the said 
parties of the second part may be entitled under this indenture, monies to the amount in 
the whole of 6,400 7/., to be applied towards any damage which may have beens staied 
by reason of such breach of engagement by the said Charles Lefevre, but in no event is the 
said Charles Lefevre to be under liability beyond the said. monies. 


9th. The said Charles Lefevre engages to pay to the said parties of the third part, on or 
before the 1st day of June 1869, cash to an amount sufficient to pay interest at the rate of 
10 per cent. per annum for the period from the 1st April 1869 to the Ist July 1869, on the 
bonds representing the said sum of 48,340 J, 


10th. All monies'which may be received or come into the possession of the parties hereto 
of the third part under clauses 1 and 4 of this agreement, shall be applied, and they hereby 
undertake to apply, them as follows :— : 


Ist. Seventy-three per cent. ‘of all such monies until the same shall amount to 
500,000 U., shall be paid over to his Excellency the said Don Carlos Gutierrez, Philip 
Thomas Blyth, and, Henry Luke Robinson, parties to.an indenture of even date herewith, 
made between the parties hereto of the first part of the first part,.the parties hereto of the 
second part of the second part, and the said Don Carlos Gutierrez, Philip Thomas 
Blyth, and Henry Luke Robinson of the third part, or other the trustees for the time 
being appointed and acting under the said recited indenture. 


2nd. Twelve per cent. of all such monies, until the same shall amount to 82,000 Z., 
shall be paid to the parties hereto of the second part, in satisfaction, part passu, of the 
several sums of 12,000/., 20,000/., and 50,000/., mentioned in the said additional 
agreement of the 25th day of October 1867. 


3rd. Fourteen and a-half per cent. of all such monies, and in all 100,0002., shall be 
paid to the said Don Carlos Gutierrez and Charles Lefevre, who are to receive in the 
aggregate 100,000/.; any balance remaining due to them in respect of such 100,000., 
alter payment of the last per-centage, to be made good out of any monies in hand. 


4th. Half per cent of all such monies shall be paid to the trustees under the herein- 
before recited indenture of even date herewith, who are tu receive in the aggregate 
4,000/., any balance remaining due to them in respect of such 4,000 /., after payment 
of the last per-centage, to be made good out of any monies in hand. 


11th. In case the said sum of 82,0007. shall not be paid under the provisions of the last 
preceding clause to the said parties hereto of the second part, on or before the 31st day 
of December 1869, the same, or the unpaid balance thereof, shall be paid to the said parties 
hereto. of the. second part in definitive bonds, such bonds being taken in respect of the said 
sums of 12,000/, and 50,000/., at 78 per cent., less the coupons up to 1st January 1869 
inclusive; and as to the said sum of 20,0001, at the price of issue, less the coupons up to 
1st January 1869 inclusive. 


12th. All monies which shall be received by the parties hereto of the third part under 


the fifth clause hereof, shall be applied by them first towards the payment of the interest. 


and amortisation of the said loan; and any surplus after such payment, or making pro- 
vision for the same, shall be paid over to the trustees under the herembefore recited inden- 
ture of even date herewith. 


13th. The amounts received by the parties hereto of the third part under clause 7 hereof, 
as thereby shown to be applicable to interest on bonds placed by the said Charles Lefevre, 
shall be so applied by the said parties of the third part. . 


14th. All monies received by the said parties hereto of the third part under clause 9 of 
these presents, shall be applied by them according to the provisions of the said clause. 


15th. If the said trustees hereby constituted, or any of them, or any trustee or trustees 
appointed, as hereinafter provided, shall die or go to reside abroad, or desire to be dis- 
charged, or refuse or become incapable to act, then and in every such case it shall be lawful 
for the representative, for the time being, of Honduras in London to appoint a new trustee 
or new trustees in the place of the trustee or trustees so dying or having gone to reside 
abroad, or desiring to be discharged, or refusing, or becoming incapable to act as aforesaid ; 
but every such new trustee shall be chosen from a list which shall be presented by the par- 
ties hereto of the second part, or their successors in business, and one of the said trustees 
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shall always be a member of the said house of Bischoffsheim & Goldschmidt if they so 
desire. And every trustee so appointed as aforesaid may act or assist in the execution of 
the trusts and powers of these presents as fully and effectually to all intents and purposes 
as if he had been thereby constituted a trustee, and all monies and bonds for the time being 
subject to the provisions of these presents shall be so paid or delivered as that the same 
shall from time to time be in the possession or power of the trustees for the time being of 
these presents. : 


16th. The trustees or trustee for the time being of these presents shall be respectively 
chargeable only for such monies, stocks, funds, and securities as they shall respectively 
actually receive, notwithstanding their respectively signing any receipt for the sake of con- 
formity, and shall be answerable and accountable only for their own acts, receipts, neglects, 
or defaults, and not for those of each other; nor for any banker, broker, or other person, 
with whom any trust monies or securities may be deposited, nor for the insufficiency or 
deficiency of any stocks, funds, or securities, nor for any other loss, unless the same shal! 
happen through their own wilful default respectively. 


In witness whereof the parties hereto have respectively signed, sealed, and 
delivered these presents, the day and vear first above written. 


Vr. HeRRAN. (L.S8.) 
CaRLos GUTIERREZ. (L.S.) 
BiscHOFFsHEIM & GOLDSCHMIDT. (L.S.) 
Q L. H. CotTERILu. | (1.8.) 
H. Luxe Ropinson. (14.8.) 
Cu. LEFEVRE. (L.8.) 


Signed, sealed, and delivered by the above-named Victor Herran, Carlos 
Gutierrez, Bischoffsheim & Goldschmidt, William Henry Cotterill, Henry 
Luke Robinson, and Charles Lefevre, in the presence of 


Edmund W. Gallagher, 
Throgmorton-street, London. Clerk to Messrs. Cotterill & Sons. 
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PAPERS sent by Seftor Gutierrez to Foreign Office 


London, 15 October 1869. 
To His Excellency Don Carlos Gutierrez. 


NzcoriaTions are still going on with Mr. Herran, on the subject of a permanent under- 
standing for the application of the French loan, which is much required in the interests of 
both parties. 

‘In the meantime, in order to provide, independently of others, for the active prosecution 
of the works of the first section to Santiago, for the construction of which the English 
loan has been raised, we beg to submit for your approval a proposition which has been 
made by Mr. Lefevre, and seems to us so fair, and especially so favourable to your Govern 
ment, that we have no doubt it will be accepted by you. 


ist. Mr. Lefevre agrees to pay to the London and County Bank into an account 
to be opened for the purpose, in the name of Mr. Charles Waring and Mr. Henri 
Bischoffsheim, and to be called “Interest Account,” the sum realised by him, between 
68 /. 12s. and 76 /. 12s. on the sale of bonds, from the date of this letter. 


2nd. Yourself and Mr. Lefevre, as Government trustees, to agree to allow the 
general trustees to pay the 144 per cent., instead of handing them to you to the same 
* Interest Account,” and to give them notice of the alteration. However, in case that 
the French Commissaires should pay the’ interest on the English loan, or in case a 
second loan should be raised so as to provide interest on the English loan, then the 
proceeds paid to the “Interest Account” in the name of Mr. C. Waring and Mr. 
Henri Bischoffsheim will be divided so as to return to the Government the 143 per 
cent., and to Mr. Lefevre the difference between 68/7. 12s. and 761, 12 s., after the pay- 


ments to Mr. Brunlees io the mines, and of 20,000/. for Government Bills have been 
provided for. 


3rd. To allow the payments to the extent necessary of 20,000 /. to Mr. Brunlees, 
to be made under his agreement, to be taken out of this interest fund, and also a sum 


not to exceed 10,0001. towards working of the mines by Mr. Mauduit, under the 
inspection of the Government. 


4th. Mr. Lefevre to take his chance of recovering from the Government al] monies 
so paid by him to “ Interest Account,” should he not receive them through the repay- 
ment of interest by the French trustees, or through the raising of a second loan. 


5th. Out of the remaining obligations yet unsold, 7,500 J. (nominal) shall be paid at 
once to Messrs. Bischoffsheim & Goldschmidt, in reimbursement of the coupon of the 
old Federal debt, and of the expenses of Mr. Mercer’s and Mr. Emerson’s expedition 
to Honduras, and other expenses paid by them, and 91,000 7. (nominal) (Messrs. 
Bischoffsheim & Goldschmidt’s Commission) shall be placed in a box, deposited at the 
Imperial bank, under the seals of Mr. Henry Bischoffsheim and Mr, Charles Waring, 
who will give to Mr. Lefevre a written acknowledgment that the 40 per cent., viz., 
36,400 /., belong entirely to him. 


The above 91,000 (nominal) obligations to be released and paid to Messrs. Bischoffsheim 
& Goldschmidt, at any time after the sale of 300,000 J, (nominal) ; obligations out of those 
now remaining unsold, or when the first section of the railway shall have been opened, or at 
latest on Ist January 1870, Out of the remaining obligations yet unsold, 200,000/. 
(nominal) shall be placed at once in the hands of Messrs. Waring Brothers, who take of 
these 50,000. firm. A further sum of 200,000 7. (nomiral) is to be placed by your Excel- 
lency,in the hands of the general trustees (Messrs. Davids and Barnes) to be delivered to 
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Mr. Lefevre against payment at the rate of 76 /. 12 s., until the whole is sold, or ull the 31st. « 


December 1870. 


6th. All the remaining bonds to be placed by your Excellency in the hands of Travers 
Smith, Esq., who shall undertake to hand them from time to time to the general trus- 


tees, so that the general trustees shall, at all times, have in their hands 200,000 i, 
(nominal) bonds. 


The proceeds of this latter sum, together with the sum now at the credit of the general 
trustees and the Government trustees, to be paid to and held by the railway trustees, for 
the payment of Messrs. Waring Brothers and M‘Candlish for the works; and for payment 
to the extent necessary of interest and sinking fund of the old Federal debt and of this 
loan ; in case it be not paid by the French trustees, and for Brunlees’s salary, and towards 
working of the mines, to the extent of 10,000/.; and to the Government, to the extent of 
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20,0001., to meet bills drawn by the same Government on your Excellency. Your Excel- 
lency not to accept any further bills; the whole remaining money to be employed in the 
construction of the line, and payment of interest and sinking fund. 

The 200,000 J. obligations, deposited with Messrs. Waring Brothers (of which they take 
firm, as it is said, 50,0007.) to be sold by them, and applied to the payment of the last 
certificate of Messrs. Waring Brothers and M‘Candlish, on the first section, at the rate of 
761. 12s. per cent. in case they shall have been sold. In the contrary; event, or in case the 
works be totally suspended through some unforeseen cause of force majeure, the whole of 
the bonds unsold at the time of such suspension, to be returned to the Government by the 
afore-mentioned Messrs. Waring Brothers. 

Messrs. Waring Brothers and M‘Candlish to proceed at once vigorously with the con- 
struction of the first section, and to continue so long as payments shall be made to them in 
accordance with the certificates of Mr. Brunlees, and in consideration of such payments 
being made, they agree to complete the first section on Ist November 1870. 

It is expressly understood that all stipulations, agreements, and’ conventions signed, not 
affected by the present letter, remain, and are to remain, in full force. 


We remain, &c. 
(signed) Bischoffsheim & Goldschmidt. 
Waring Brothers and M‘Candlish. 
Lefevre. 
Waring Brothers. 


(B.) | 


Gentlemen, London, .15' October 1869. 

I wave to acknowledge receipt. of your letter to me of this date, and I beg to inform you 
that 1 approve of the arrangement therein proposed, and I agree on behalf of my Govern- 
ment to carry out the’same. 

Lam, &c. 
To Messrs. Bischoffsheim & Goldschmidt, (signed) Carlos Gutierrez. 
7 Waring: Brothers, j 
55 Waring Brothers and M‘Candlish, 
And Mr. Charles Lefevre. 
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PAPER handed in by Mr. M‘Kewan, 15 March 1875. 


To all to whom these presents shall come, I, William Grain, of the City of London, 
Notary Public, duly admitted and sworn, do hereby certify the document hereunto annexed 
(marked A.) to be a true and faithful translation into the English language of a certain 
paper writing in the Spanish language, whereof it purports to be a translation. 


In faith and testimony whereof I have hereunto set my hand and seal of office, at 
London, this Twenty-seventh day of June, in the year of our Lord One thousand eight 


hundred and seventy. 
In testimonium veritatis, 


(signed) W. Grain, 
Notary Public. 


(A.) 
(Translation from the Spanish Language.) 


José Maria Medina, Captain General and President of the Republic of Honduras, 


Cons1DERING that the Sovereign Congress has been pleased to approve the Convention 
arranged with Messrs. Bischoffsheim and Goldschmidt on the Twenty-fifth of October, 
One thousand eight hundred and sixty-seven, wherein it is stipulated that the Executive 
authority shall be able to negotiate when it deems it fitting a Supplementary Loan with the 
object of finishing the Inter-oceanic Railway, and desirous of finishing as early as may be 
this work already commenced, he has thought fit to confer, as he doth confer by means of 
the present upon Sefior Don Carlos Gutierrez, Minister Plenipotentiary of the Republic, at 
the Court of Her Britannic Majesty, full. powers to negotiate on account of the Supreme 
Government of Honduras, either by himself alone or associating himself with Senior Don Victor 
Herran, Minister of Honduras in Paris, a loan not to exceed two millions net of pounds sterling, 
upon the same conditions as the loan of one million, negotiated in London with the said 
house of Messrs. Bischoffsheim. For the purpose, let there be granted to the said Senor 
Gutierrez full powers to negotiate, conclude, and sign whatever agreements and contracts 
he may deem fitting for the realisation of the same loan, and to issue and sign, in the name 
of the Government of Honduras, the bonds that may be delivered in representation of the 
said two millions of pounds, under the view that the Supreme Government will ratify, as 
forthwith it doth ratify, whatever agreements the said Seitor Minister may realise by 
himself alone or associated with his colleague in Paris, in the form and under the conditions 
previously mentioned. Let Sefior Gutierrez be also empowered to convert, in case that he 
may think it necessary and desirable, the old federal debt acknowledged by the Republic 
to the holders of British bonds, in that of the loan of the Inter-oceanic Railway. 


Given in Comayagua, in the house of the Government, signed with my hand, sealed 
with the lesser shield of the National Arms, and countersigned by the Minister of 
Foreign Affairs, on the Fourteenth of March, One thousand eight hundred ‘and 


seventy. 
(signed) J. Medina. 
Carlos, Madrid, 
The Minister of Foreign Affairs. 


This is an authentic copy. 
(signed) Carlos Gutierrez. 


0.64. s 94 


Appendix, No. 4. 


16 APPENDIX TO REPORT FROM THE 


Appendix, No. 5. 


PAPERS handed in by Mr. S. Herman De Zoete. 


Appendix, No. 5. HONDURAS LOAN, 1870. 


pron pipeee 
Honpvuras TEN PER Cent. GoveRNMENT Raitway LOAN. 


£. 2,500,000, 


In 25,000 Bonds of 1002. each, bearing 10 per cent. annual interest, payable half-yearly, 
viz., on 1st January and 1st July, issued at 80 per cent., and to be redeemed at par in 
sterling, within 15 years, by yearly drawings, on the 31st December in each year, by 
means of an accumulative sinking fund of 8 per cent. per annum. 


The First Drawing to take place on the 3ist December 1870. 


The Instalments to be paid as follows :— 


15 per cent. on allotment. 

10 per cent. on 1st August. 

10 per cent. on 1st September. 

15 per cent. on 1st October. 

15 per cent. on Ist November. 

15 per cent. on 15th December, when definitive bonds, with a coupon of 57. 
_ payable on the 1st January attached, will be given in exchange for scrip, 


80 per cent, 


Interest will date from the 1st July. 


The instalments may be anticipated at any time, when an instalment falls due, under 
discount at the Bank of England rate. 


PROSPECTUS. 


His Excellency Setior Don Carlos Gutierrez, Minister Plenipotentiary, for the Govern- 
ment of the Republic of Honduras to the Court of St. James’s, being authorised by full 
powers, dated 14th March 1870, to raise for his Government a loan of 2,000,000 sterling 
net, for the completion from sea to sea of the Interoceanic Honduras Railway, has instructed 
the London and County Bank to receive applications for the same. Soci 

The loan will be represented by bonds to bearer of 1007. each bearing interest until re- 
deemed, at the rate of 10 per cent. per annum, payable half-yearly, on the Ist January and 
1st July in each year, at the London and County Bank. 

The whole loan will be redeemed within 15 years by an accumulative sinking fund of 
3 per cent. per annum, to be applied by annual drawings, the said drawings to take place 
on the 31st December in each year, in the presence of the Honduras Minister in London, a 
representative of Messrs. Bischoffsheiin & Goldschmidt, and a Notary Public, and the 
bonds so drawn will be paid within one month thereafter. 

This loan is raised to complete the Interoceanic Railway, and to place the line from sea 
to sea in thorough and efficient working order. As in the case of the previous loan, 
the proceeds of the present loan will be paid into the hands of trustees appointed for that 
purpose. 

The entire railway and its revenue is mortgaged to the vondholders of all denominations, 
and the proceeds of the State domains will be applied in a like manner. Th 

bare 
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The first section is contracted to be finished next November. Messrs. Waring Brothers 
& McCandlish have undertaken, under heavy penalty, to complete the second section at 
the end of 1871, and anewcontract has been signed with them to complete the entire rail- 
way from Puerto Caballos, on the Atlantic coast, to the Bay of Fonseca, on the Pacific 
and deliver it over in efficient working order in the autumn of 1872. ; 

tne railway is under the protection of the Britlsh Government by a treaty which 
declares :-— 
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“In order to secure the construction and permanence of the ronte or voad herein 
contemplated, and also to secure for the benefit of mankind the uninterrupted advan- 
tages of such communication from sea to sea, Her Britannic Majesty recognises the 
rights of sovereignty and property of Honduras in and over the line of the said road, 
and for the same reason guarantees, positively and efficaciously, the entire neutrality 
of the same. And when the proposed road shall have been completed, Her Britannic 
Majesty equally engages, in conjunction with the Republic of Honduras, to protect 
the same from interruption, seizure, or unjust confiscation, from whatsoever quarter the 
attempt may proceed.” 


Treaties signed by the Honduras Government with France and the United States contain 
the same provisions. 

A general bond, executed by his Excellency Don Carlos Gutierrez, on behalf of the 
Government of Honduras, will be deposited at the Bank of England for security of the 
entire loan, and the definitive bonds of this loan will be signed by his. Excellency Don 
Carlos Gutierrez,:on behalf of his Government, and countersigned by Messrs. Bischoflsheim 
& Goldschmidt, agents of the Government in England. 

Applications for the loan will be received by the London and County Bank, 21, Lom- 
bard-street, and Branches, where prospectuses and forms of application can be obtained. 


Honpuras GoveRNMENT TEN PER Cent. Raitway LOAN For 2,500,000/. 


Form or APPLICATION. 


To be retained by the Bankers. 


To His Excellency Don Carlos Gutierrez, Honduras Minister in London, 


Per London and County Bank. 


Sir, 

I HEREBY request that you will allot to me £. Stock of the above Loan, 
on the terms of the prospectus issued, and I hereby agree to accept that or any smaller 
sum which may be allotted to me, and to pay the instalments thereon according to the 
terms of your prospectus of the 20th June 1870. 

; I am, 


Your Excellency’s obedient Servant, 


Signature : 
Address in full 3 
Date : 
Addition to be filled desire to pay up subscription 
up if applicant wishes to in full, receiving discount thereon at the Bank of England 
pay up in full. rate now current. 


(signed) GG. 
Approved, 15 June 1870. 
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Gentlemen, Founders Court, Lothbury, 2 July 1870. 
We beg herewith to apply for a settlement and quotation of the Honduras Ten per Cent. 
Si ti Railway Loan for’ 2,500,000 /. just issued through the Londo and‘ County 
ank. : y 
We beg to hand you herewith— 
1. Powers granted to Don Carlos Gutierrez, Honduras Minister in London, to issue 
the loan. 


2. His Excellency’s authority to the London: and County Bank. to receive! applica~ 
tions for the said loan. 


3. The prospectus approved by his Excellency. 
4. The general bond. 
5. A model of the scrip. 


6. The pass book of the London and County Bank, showing that the whole loan has 
been allotted, and that’ 15 per cent. has been paid on all, and that apart has been 
paid in full. The balance this day to the credit being 390,979 7. 15s. 3 d. 


The definitive bonds will be issued in conformity with the rules of the’ London Stock 


Exchange. 
All the scrip will bein the hands of the London and County Bank’ ready for delivery 


on Tuesday the 5th instant. 
We remain, &c. 


To the Committee of the Bischoffsheim & Goldschmidt. 
London Stock Exchange. 


TERS ley ee 
Gentlemen, ' Stock Exchange, 4 July 1870. 
Ws, the undersigned, request that you will appoint a settling day in the scrip and paid- 
up scrip of the Honduras Ten per Cent. Government Railway Loan, 1870, as early as con- 
venient, and allow the same to be quoted in the official list. 


We are, &c. 
(signed) P. Cazenove & Co., 
The Committee for General Purposes, Brokers to the Loan. 
Stock Exchange. [And five other Signatures. | 
pa ay 
Gentlemen, Founders Court, Lothbury, 8 July 1870. 


‘We beg herewith to acknowledge receipt of the following documents :— 


1. Powers granted to Don Carlos Gutierrez to issue the Honduras Ten per Cent. 
Government Railway Loan. 


2. His Excellency’s authority to the London and County Bank. 
3. The general bond. 
4, The pass book of the London and County Bank, for which we are obliged. 


; We remain, &c. 
To the Committee of the Pro Bischoffsheim & Goldschmidt, 
London Stock Exchange. Ly Davids, 
And another Signature. 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 19 


Appendix, No. 6. 


PAPERS sent by Seftor Gutierrez to Foreign Office. 


— No. 1l.-— 
(Translation. ) 


REPUBLIC OF HONDURAS. 


Honpuras Tren per Cent. GoverNMENT Ratwway Loan, 1870. 


AGREEMENT concluded this 17th of June 1870, between his Excellency Senor Don Carlos 
Gutierrez, Envoy Extraordinary and Minister Plenipotentiary of the Republic of Hon- 
duras to the Court of Her Britannic Majesty, duly authorised to negotiate the Loan 
hereinafter mentioned, in virtue of special, powers, of which a copy is annexed to these 

resents, called “ the Minister,” of the one part, and Mr. Henry Louis Bischoffsheim, for 
imself and his co-partners, constituting the firm of Bischoffsheim & Goldschmidt, here- 
irafter called “the Contractors,” of the other part. 


WHEREAS, with a view to fulfil the wish of the Minister, to raise, by means of a public 
subscription, a loan of Two million five hundred thousaud pounds, for the Supreme Govern- 
ment of the Republic, for the purpose of completing the railway already begun from Port 
Caballos on the Atlantic to the Bay of Fonseca in the Pacific, it is reciprocally agreed be- 
tween the said parties as follows :— 


1. The Minister, in the name and as representing the Government of Honduras, and in 
virtue of the powers above-mentioned, authorises the issue of a loan of Two millions to the 
Supreme Government, at the nominal amount of Two million five hundred thousand pounds, 
to be issued at the price of Eighty pounds for each hundred, so that it may produce in cash 
the net sum of Two million pounds sterling, and which shall be denominated “ The Hon- 
duras 10 per Cent. Government Railway Loan, 1870,” and the payments shall be made 
periodically at the dates which shall be determined by it. 


+2, Qn payment of each instalment the bank called “The London and County Bank,” 
as agent of the Minister, will give to each subscriber a receipt for the sum paid, and to- 
gether with the first: receipt, the bank, as agent, will give certificates agreeing in amount 
with the subscriptions of each subscriber, and on payment of the last instalment the sub- 
seribers will receive bonds corresponding with the amounts of the certificates. 


3. The bonds will be deposited in the London and County Bank, in the names of the 
general trustees, to be appointed under a deed dated, or to be dated, with the same date 
as this, According to the provisions of the deed of trust, these. trustees will deliver the 
bonds. These bonds will be payable to bearer, and will bear the signature of the Minister, 
and be, countersigned by the contractors, for their verification. The bends will be for the 
nominal sum of One hundred pounds each, and will bear date the and 
interest from that day at the rate of 10 per cent. per annum, which will be paid half-yearly 
on the Ist of January and the 1st of July in each year. The subscribers may anticipate 
the instalments not yet due upon their subscriptions by payment in cash, with a discount 
at the current Bank of England rate at the time of payment. 


4. The Supreme Government of the Republic of Honduras has agreed to and will pro- 
vide and pay to'the contractor annually the sum of Three hundred and thirty-five thousand 
pounds by half-yearly payments on the 1st of June and Ist of December. This amount 
shall be applied inthe first place for the payment to the contractors of an annual commissio 
of Ten thousand pounds for attending to the service of the loan, and in the second place the 
balance of each year shall be applied invariably and entirely by two instalments, viz., one 
.on the Ist of July in each year for the payment of the half-yearly interest, and the other on 
the 1st of January in each year for the payment of the half-yearly interest, and for the re- 
demption of the loan that has fallen due at that date. 


5. The following means shall be adopted for the redemption of the bonds of the loan 
that is to say, the bonds required for affecting the redemption shall be drawn by lot on the 
31st of December in each year, in the presence of a representative of the Government of 
Honduras, a public notary, and one of the general trustees, or a person appointed by the 
contractors, and the numbers of the bonds so drawn shall be announced in two morning 
papers, published in London, andthe payment of the drawn bonds at par shall take place 
on the 15th.of January following, the epoch just mentioned for the redemption, and no 
drawn bond shall bear interest after its payment. 


6.When the drawn bonds have been paid they shall be cancelled by the trustees or a 
representative of the contractors on the part of the Honduras Government, in the presence 
of a publie notary. “The signatures on the bonds shall be cancelled in like manner. 
0.64, a 7. The 


Appendix, No, 6.’ 


Appendix, No. 6. 


20 APPENDIX TO REPORT FROM THE 


7. The payment of the interest and the redemption shall take place just the same in time 
of war or peace, and whether the holder is or is not a native of a country hostile to or at 
war with the Republic of Honduras, and the bonds shall be exempt from sequestration or 
confisca tion, by whomsoever it may be required, and also from all duties and impositions on 
the part of the Government within the Republic or elsewhere. a 


8. The amounts to be paid to the Government of Honduras from the proceeds of the loan 
shall be paid by the trustees to the order of the Government of Honduras or by its repre- 
sentative in London, and the receipt. of the representative and of the persons to whom any 
sums of money shall have been paid by order of the Honduras Government or its representa- 
tive shali serve as a discharge to the trustees or to the persous who make such payments, 
for the sums so paid. The persons who make such payments shall be exempt from all 
responsibility in regard to the uses to which such sums may be applied. 


9. Besides the public faith pledged by the Republic of Honduras and the general hypo- 
thecation ofall revenues and income belonging to the State and the nation, the Government of 
Honduras specifically and exclusively hypothecates to the payment of the interest and to the 
redemption of this and of the previous issues of this loan, the railway from Port Caballos to 
the Bay of Fonseca, together with all its chattels and returns; and also all the territories 
and forests of the State, together with their fruits and productions (such as mahogany and 
other timber, tobacco, cotton, minerals, &c.), and the Government specifically declares that 
all such fruits and productions shall be remitted and consigned for sale and conversion 
exclusively to London to Messrs. Bischoffsheim & Goldschmidt, who are hereby authorised 
to convert the same in such manner as may appear to them expedient, aud after deduction 
from the proceeds, of a commission payable to them of Five pounds for every One hundred 
pounds realised, and of all costs and disbursements, the net proceeds of the sale shall be 
paid to the trustees, so long as they remain in office, and when they areno longer in office, 
such net proceeds shall be held by Messrs. Bischoffsheim & Goldschmidt to be applied by 
them to the payment of the interest and of the redemption of this loan. 


10, As the moneys raised by means of this loan are for the most part intended for the 
construction and equipment of the aforesaid railway, the Government of Honduras agrees 
that the administration of such portions thereof as are devoted to the said purpose shall be 
intrusted to the trustees of the railway, who are to be three in number at least, and not 
more than five, and one of them, the chairman, shall be represented by the Minister for the 


time being of the Honduras Government, and the others shall be appointed by Messrs. 
Bischofisheim & Goldschmidt. 


11. In support of the hypothecation and charges hereinbefore contained, the Government 
of Honduras hereby expressly declares that if by reason of any contingency, foreseen or un- 
foreseen, the provisions for the payment of the interest and the redemption of the said loan 
should be insufficient, or should not have been effected in due time as aforesaid, Messrs: 
Bischoffsheim & Goldschmidt, ipso facto, as representatives of the bondholders, are by 
these presents authorised, either by themselyes or by means of any agent or delegate whom 
they may appoint, to take possession of the railway and its chattels, and likewise of any of 
the territories and woods, to work the said railway, and to receive its revenues, and also to 
make use of the said territories and woods, to transport the produce from thence to such 
parts and places situated in Great Britain, and to any other part, in such quantities as they 
may consider necessary, in order to make due provision for this loan, and to perform all 
such acts, to make all such payments as they may deem expedient for that purpose, paying 
any balance resulting from the last operations mentioned, after discharging the interest and 
redemption of the loan, to the general trustees, or, if the duties of the trust have ceased, to 
the Government of Honduras. But it is hereby expressly stipulated that this provision is 
not to impose any obligation on Messrs. Bischoffsheim & Goldschmidt to take such posses- 
sion, or to perform such acts as are herein last mentioned, nor shall they be obliged to do 
so, nor to incur any responsibility for having refused or omitted to do so; but they may 
appoint any other person in writing to act in their stead, provided that they wish to act, 
and the person so appointed shall enjoy all the powers conferred upon them. 


12. A general bond, which shall comprise the conditions which are to be inserted in the 
definitive bond, shall be signed by the Minister and be countersigned by Messrs. Bischoff- 
sheim & Goldschmidt, and shall be deposited in the Bank of England, to remain there 
until this loan is entirely paid off. Each holder of a definitive bond will possess a portion 
of this loan on the terms expressed in the said general bond, and in consideration of the 
nominal amount of the principal and interest of his bond, he will enjoy all the rights, 


guarantees, hypothecations, and immunities stipulated in that general bond in regard to the 
whole sum. 


18. If any disagreement should arise between the Government of Honduras and Messrs. 
Bischofisheim & Goldschmidt or their representatives concerning the understanding and 
execution of these presents, provided that such disagreement relates to any matter connected 
with the monetary element, it is hereby referred to the general trustees, and in case it 
relates to the works and equipment of the railway, such disagreement shall be submitted 
to the President, for the then time, of the Institution of Civil Engineers of London, and the 
arbitrator, as the case may be, may proceed to determine such disagreement on the request 

in 
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in writing, of one of the parties, and the determination of such arbitrator shal! be definitive 
and binding on all: parties in regard to the question thus determined. 


14. The said Messrs. Bischoffsheim & Goldschmidt will issue the Joan to the public on 
“commission, by themselves or their representatives, in such manner and at such time as they, 
in the exercise of their free discretion, may deem expedient. But in case the loan should 
_should not be issued by them before the Ist August 1870, these presents shall be, ipso facto, 
null and of no effect, nor shall any of the parties have a right to claim indemnification from 
the others. 


15. Messrs. Bischoffsheim & Goldschmidt shall have a right, if they desire it, to cede 
their interest in this contract, or in any portion of it, and on previous written notification of 
such cession to the Minister, and on the cessionary undertaking the execution of the stipu- 
lations and conditions herein contained on the part of Messrs. Bischoftsheim & Gold- 
schmidt to be by them executed, they shall be by that fact absolved from their execution. 


In witness whereof his Excellency Senor Don Carlos Gutierrez, in the name of, and as 
representing, the Republic of Honduras, has set his signature and his official seal to this 
present, and the said Henry Louis Bischoffsheim, for himself and his co-partners, consti- 
tuting the firm of Bischoffsheim & Goldschmidt, has also set his hand and seal the day, 
month, and year as above. 


Carxos GUTIERREZ. (L.S.) 
H. L. BischorrsHem. (1s.) 


Signed, sealed, and delivered by his Excellency Senor Don Carlos 
Gutierrez, in the presence of 


W. Weir Grieve, 
92, Gresham House, &c. 


John Bruce Lindsay, 
92, Gresham House, &c. 


Signed, sealed, and delivered by the above-mentioned Henry Louis Bis- 
choffsheim, in the presence of 


W. Weir Grieve, 
92,Gresham House, &c. 


John Bruce Lindsay, 
92, Gresham House, &c. 


Attestation of signatures and of literal translation of the Spanish from the original 
English, dated as above, signed and sealed by 


William Duff, Not. Pub. 


— No, 2. — 
(Translation.) 


Rerveuic or Honpuras Ten Per Cent. Government Rattway Loan, 1870. 


SupPLEMENTAL AGREEMENT. 


Turs AGREEMENT entered into the Seventeenth day of June One thousand eight hundred 

and seventy, between His Excellency Don Carlos Gutierrez, Envoy Extraordinary and 

Minister Plenipotentiary of the Republic of Honduras, at the Court of Her Britannic 

Majesty, duly empowered to negotiate the loan hereinafter mentioned, by virtue of the 

special powers in this behalf, hereinafter called the Minister of the one part, and Henry 

- Louis Bischoffsheim on behalf of himself, and his copartners, constituting the firm of 
~ Bischoffsheim & Goldschmidt, hereinafter called the contractors of the other part. 


Wuerras the parties hereto have by an agreement bearing even date herewith, conr 
cluded the terms of the issue of a loan of Two million five hundred thousand pounds for 
public subseripton upon commission, and for the purpose of declaring in what way the 
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monies to be produced therefrom shall be applied, have agreed to enter into and execute 
these presents. It is therefore mutually agreed and declared as follows: 


1. The Minister hereby declares and directs Messrs. Bischoffsheim & Goldschmidt, or 
their assigns, to apply the proceeds of the loan of the nominal amount of Two million five 
hundred thousand pounds sterling, as follows :— 


¢ 


te £. 
1. Printing, stamps, and incidental expenses} - is Bi 7,500 
2. Commission of 1} per cent. for brokers 
end the firm that receives subscriptions 87,000 
3. Commission of & per cent. for issuing 
present loan - - - - - 125,000 
pais 162,000 
4. Five trustees and a secretary, two years | - - - 8,000 
5. Annual commission of 10,000 /. for pay- 
ments of coupons and sinking fund en 
loan of 2,500,000 7. for 2 years - = 20,000 
6. Interest for 2 years on loan of 2,500,0001. 
‘ nominal, from Ist January 1871 to 
81st December 1872 - ~ 2 500,000 4 . 
7. Amortization fund, two years at 3 per 
cent. on the above loan from Ist 
January to 31st December 1872 - 150,000 
670,000 
8. Commission for paying coupons for in- 
terest and amortization fund on loan 
of 1,000,000/7., under Convention of 
25th October 1867 - - - - 30,000 
9. Interest until and exclusive of Ist July 
1872 on same loan - - - - 250,000 
10. Amortization fund up to same date on 
same loan - - - - - 60,000 
340,000 
11. Contract, d forfait, with Messrs. Waring Brothers 
and M‘Candlish for the construction of the third section 
of the railway from Comayagua to the Bay of Fonseca 800,000 
12, For two years’ interest on the Federal debt - - -| 10,800 
13. Further sums placed»at-the -disposal.of the.Government.of 
Honduras - - - - - - - - - 100,000 
14. Salary to Mr. Brunlees, engineer-in-chief, not exceeding - 20,000 
2;118,3800 
Amountiof Loan’ - - - - - - 2,000,000" 
£. 118,300 


4. This excess of One hundred and eighteen thousand three hundred pounds above 
appearing shall be paid out of the -first proceeds of consignments to be made by the 
Government of Honduras to Messrs. Bischoffsheim & Goldschmidt, and out of the revenues 


of the railway to be remitted to Messrs. Bischoffsheim & Goldschmidt, the ,surplus. monies 


to be derived from these sources will be applicable for, and applied pari. passu tothe pay- 
ment of the amounts respectively due to the Government of Honduras;and to Mr. Lefevre, - 
as appears in the paragraph written “2ndly,” ofia letter dated 15th October 1869, addressed 


-to his Exceliency Don Carlos Gutierrez, signed by Messrs, Bischoffsheim.& Goldschmidt, 


Waring Brothers and, McCandlish, Lefevre, and. Waring Brothers, which’ is as follows: 
“ Yourself and Mr. Lefevre,.as Government. trustees, to agree to allow the general trus- 
tees to pay the fourteen-and-a-half per cent. instead of handing them to you to the same 
‘interest account,’ and to give them notice of the alteration. However, in case that the 
French Commissioners should pay the interest on the English Loan, then the proceeds 
paid to the interest account in the name of Mr. Charles Waring and Henri Bischoffsheim 


Ma rs >) ewill 
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will be divided so as toreturn to the Government the’ fourteen-and-a-half, and to) Mr 
Lefevre the difference between sixty-eight pounds, twelve shillings and seventy-six pounds 
twelve shillings, after the payments to Mr. Brunlees to the mines, and of Twenty:thousand 

ounds for Government bills have been provided for. In witness whereof his Excellency 

lon Carlos Gutierrez, in the name and on behalf of the Republic of Honduras, has affixed 
his signature and the seal of his office hereto, and the said Henri Louis Bischoffsheim, on 
behalf of himself and his copartners, constituting the said firm of Bischoffsheim & Gold- 
schmidt, has also set his hand and affixed his seal hereto, the day and year first above 
written. 


CHarLes GUTIERREZ, (1.8.), 
H. L, Bischorrsuerm. (L.8.). 


Signed, sealed, and delivered by his Excellency Don. Carlos Gutierrez, in 
the presence of 


W. Weir Grieve; 
92, Gresham’ House, Old Broad-street, London. 


John Bruce Lindsay, 
92, Greshany House, Old Broad-street, London. 


Signed, sealed, and delivered by the above-named Heury Louis: Bischoff- 
sheim, in the presence of 
W. Weir Grieve, 
John Bruce Lindsay. 


— No. 3. — 
(Translation. ) 


REPUBLIC OF HONDURAS. | 
Honpuras Ten PER. CENT. GOVERNMENT Raitway Loan, 1870, 


Tuis INDENTURE, made the Seventeenth day of June One thousand eight hundred 
and seventy, between His Excellency Don Carlos Guterriez, of the first part, Henry 
Louis Bischoffsheim, on behalf of himself and his co-partners, constituting the firm of 
Bischoffsheim’ & Goldschmidt, of the second part, and Charles Lefevre, of Lombard- 
street, in the City of London, of the third part. 


Wuereas by two several agreements, each bearing date the Fourteenth day of June 
One’ thousand eight hundred and seventy, and made between the above said Don Carlos 
Gutierrez, of the one part, and the above said Henry Louis Bischoffsheim of the other part, 
and which agreements by way of distinction are numbered 1 and 2, it was, amongst othor 
things by the said agreement. No. 1, agreed as. follows: “‘Messieurs Bischoffsheim & 
Goldschmidt, shall have the right, should they so desire,,to assign their interest in this 
contract, or any part thereof, and upon notice in writing to the Minister of any such assign- 
ment, and upon the assignee taking upon himself the performance of the stipulations and 
conditions hereinbefore mentioned, on the part of Bischoffsherm & Goldschmidt, to be per- 
formed, they shall be absolved thereby from the performance thereof: And whereas it has 
been agreed between the above-named Don Carlos Gutierrez and the above-named Charles 
Lefevre, and the said Charles Lefevre shall take the entire loan of Two million five hundred 
thousand pounds firm upon the terms herein appearing, whatever may be the subscription 
to the loan when issued, and for the purpose of giving effect to this arrangement, Messieurs 
Bischofftsheim & Goldschmidt have agreed at the request of the said Don Carlos Gutierriez 
to assign the right to issue the loan to the said Charles Lefevre. It has therefore been 
mutually agreed as follows :— 


1. The said Messieurs Bischofisheim & Goldschmidt hereby assign to the said Charles 
Lefevre (which assignment.the said Don Carlos Gutierriez hereby confirms) the issue of 
the loan of Two millions five hundred thousand pounds to the: public, and: in’ consideration 
of such assignment the said Charlies. Lefevre with the consent of the said Don Carlos 
Gutierrez takes upon himself all the obligations. accepted by the said Messieurs 
(0.64. TT4 Bischoffsheim 
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Bischoffsheim & Goldschmidt, with reference to the !oan from which the said Messieurs 
Bischoffsheim & Goldschmidt are hereby absolved and released by the said’ Don Carlos 
Guiterrez. 


2. In consideration of such assignment, the said Charles Lefevre hereby engages with 
Don Carlos Guiterrez to take the entire loan of Two millions five hundred thousand pounds 
firm, and the scrip and bonds of the said loan shall be issued to him, or as he shall direct, 
after the rate of the firm price of eighty per cent. 


3. The said Charles Lefevre shall have the right to call from time to time for all the 
scrip and bonds of the loan as he may require them, over a period of two years, from 
First July One thousand eight hundred and seventy, paying therefore from time to time as 
he receives them eighty per cent. on discharge. 


4. In order to carry out the said assignment and operation just mentioned, the said Don 
Carlos Guiterrez agrees that the whole of the scrip and bonds of the loan shall be duly 
signed by him, and deposited in the names of Messrs. Leonards, Davids, and Lawrence Lord 
Barnes, trustees within two months of the advertisement of the prospectus of the loan in 
the London public journals, such bonds to be delivered to the said Charles Lefevre against 
cash paid by him, after the rate of eighty per cent. for each One hundred pounds bond 
received, and the delivery of the scrip and the bonds so deposited shall against payment be 
a full receipt to the said Charles Lefevre for the price paid by him, and the trustees shall » 
apply the monies so received, in accordance with the terms of the above-recited agreement, 
No. 2, and the administration of such funds shall be under the direction of such trustees assisted 
by the said Charles Lefevre, and shall be so administered as that the several amounts men- 
tioned in Agreement No. 2 shall be paid for the purposes and in manner therein mentioned, 
the said Charles Lefevre hereby agreeing to provide by the purchase of bonds or other- 
wise as above said, all the money requisite for the objects and purposes thereby 


agreed. 


5. The above-said loan, being taken firm by the said Charles Lefevre, its issue to the 
public and allotment shall be under his charge and direction, but so that the due payment 
of all sums mentioned in Agreement No. 2 shall be provided in due time, in accordance 
with the terms of that agreement. 


6. Inasmuch as the said Charles Lefevre has agreed to take the loan at its issue price of 
eighty per cent., and to bear all charges and expenses of its issue, it is requisite that the 
greatest economy should be used in regulating the payment of the bonds, with whicl: object 
two years has been named. It is therefore agreed that the amount of moneys to be from 
time to time required shall -be regulated by the said Charles Lefevre, but so that there 
always shail be sufficient funds which the said Charles Lefevre hereby agrees to provide to 
meet the exigencies of the payments mentioned and provided for in Agreement No. 2, as the 
same respectively arise, and the scrip and bonds of the loan from time to time remaining 
unissued, with all the benefits and rights thereof, sliall be deemed to belong to the said 
Charles Lefevre subject to the payment by him of the price, at and after the rate of eighty 
per cent. as above said, and for the purpose of insuring the due payment of the moneys 
mentioned in the said Agreement No. 2, the said Charles Lefevre shall be bouud within one 
calendar month next before any such payment shall be due, to provide the monies neces- 
sary to meet such payment. 


7. The said Charles Lefevre having taken the said loan firm as above-mentioned, all the 
expences of advertising and issuing the loan shall be paid by him, and the loan shall.be 
deemed to be issued for his sole risk and account, and he shall make all such arrangements 
with reference thereto with the bankers, and also with respect to the subscriptions and 
allotments and management of the operation as he in his sole discretion shall think fit; 
provided that the conditions of the said Agreements Nos. 1 and 2, so far as the same are 
embodied in these presents, are duly performed by him. r 


8. To insure the performance by the said Charles Lefevre of the conditions of this agtee- 
ment, it is hereby agreed and declared between the said Don Carlos Gutierrez and the said 
Charles Lefevre, that the sum of now admitted as due from 
the Honduras Government to the said Charles Lefevre, as mentioned in Agreement No. 2, 
shall be-held as a caution money and indemnity for the performance thereof by the said 
Charles Lefevre, and any liability or breach of these presents by the said Charles Lefevre 
shall be «nd be deemed to be limited to and covered and discharged thereby without any 
other recourse against the said Charles Lefevre. Ee OR ae Re 


9. These presents being in substitution of such part of the Agreements Nos. 1 and 2 as 
are to be performed by Messrs. Bischoffsheim & Goldschmidt, they are hereby absolved 
and released from the performance thereof; but nothing herein contained shall. be deemed 
to interfere with the payment by them of any moneys by the said Agreements Nos. 1 and 2, 
or either of them, agreed to be paid, and these presents shall in nowise interfere with 
the performance of the annual service of the loan by the said Messrs. Bischoffsheim 
& Goldschmidt, as contemplated by the said agreement, and the general bond of the said 
loan. In witness whereof his Excellency Don Carlos Gutierrez, in the name and on behalf 
of the Republic of Honduras, has affixed hls signature and the seal of his office hereto, and 
the said Henry Louis Bischoffsheim on behalf of himself and his copartners constituting the 

~~ said 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 25 


said firm of Bischoffsheim & Goldschmidt, and the said Charles Lefevre, have also set their Appendix, No, 6 
hands and seals the day’and year first above written. 


CarLos GUTIERREZ.  (L.3.) 
H. L. BrscnorrsHEim. (L.S.) 
LEFEVRE. (1.8.) 


Signed, sealed, and delivered by His Excellency Don Carlos Guiterrez, in 
the presence of 


W. Weir Grieve, 
92, Gresham House, Old Broad-street, London. 


John Bruce Lindsay, 
92, Gresham House, Old Broad-street, London. 


| Signed, sealed, and delivered by the above-named Henry Louis 
Bischoffsheim and Charles Lefevre, in the presence of 


4 
W. Weir Grieve, 
92, Gresham House, London. 


John Bruce Lindsay, 
92, Gresham House, Old Broad-street, London. 


| — No.4 — 


REPUBLIC OF HONDURAS. 


Honpuras Government Ten per Cent. Rainway Loan, 1870. 


; Tuis INDENTURE made the Seventeenth day of June One thousand eight hundred and 
seventy, between his Excellency Don Carlos Gutierrez, Minister Plenipotentiary of 
Honduras in London, acting in England for and on behalf, and as the duly authorised 
representative, of the Government of Honduras, of the first part; Charles Lefevre, of 80, 
Lombard-street, in the City of London, gentleman, of the second part ;‘and Leonard 
Davies, of Founders’-court, in the said City of London, gentleman, and Lawrence Lord 
Barnes, of No. 10, Victoria Chambers, Victoria-street, in the city of Westminster, 
gentleman (hereinafter called the “ Trustees’’), of the third part. 


Wuerzas, by an agreement made the Fifteenth day of June One thousand eight 
hundred and seventy, between his Excellency the said Don Carlos Gutierrez, of the one 
part, and the said Henry Louis Bischoffsheim, on behalf of his partners constituting 
| the firm of Bischoffsheim & Goldschmidt, of the other part, it was agreed that a loan of 
| Two millions five hundred thousand pounds nominal amount should be raised at the price 
of Eighty pounds per cent., to be nominated ‘The Honduras Ten per Cent, Government 
Railway Loan, 1870,” upon the terms and conditions in the said agreement particularly 
| mentioned, comprising (inter alia) provisions that the bonds to be isgued for the purpose of 
raising the said loan should be deposited at the London and County Bank, in the names of 
certain persons, therein called “ the general trustees,” who were to be appointed under a 
deed bearing, or intended to bear, even date therewith, and that all sums of money to be 
paid to the said Government of Honduras proceeding from the said loan should be paid by 
the general trustees to the order of the Government to its representative in London, and that 
the receipt of such representative, or of the persons to whom the money should have been paid 
by the order of the said Government should serve as a sufficient discharge to the trustees, or 
to the persons paying the same: And it is by the said agreement further provided that all 
| the domains and forests of the State, together with their produce and products, such as 
mahogany and other woods, together with tobacco, cotton, minerals, &c., should be con- 
1 sioned for sale and realisation exclusively to the said Messrs. Bischoffsheim & Goldschmidt, 
| who were thereby authorised to realise the same in the manner therein mentioned, and to pay 
the net proceeds thereof to the said general trustees, so long as the trust of the said deed 
should remain in force, and on the termination thereof, that the said proceeds should be 
held by Messrs» Bischofisheim & Goldschmidt, to be applied by them in payment of the 
interest and redemption of the said loan. And itis by the said agreement further provided 
that the moneys to be raised under the said loan, being priucipally intended for the 
construction and equipment of the railway therein inentioned, the administration of such 
part thereof as is destined for that purpose should be confided exclusively to certain persons 
0,64, Ut therein 
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Appendix,.No, 6, therein called “ the railway trustees,” who were to be at least three, and 
in number, and in the said agreement there is contained. a 
Bischoffsheim & Goldschmidt should have the right, s 
their interest in the said agremeent, or any part thereof : 
to the Minister of any such. assignment, and upon the 
performance of the stipulations or conditions thereinbe 


not more than five, 


stipulation that the said Messrs. 
should they so desire to assign 
And that upon notice in writing 
assignee taking upon himself the 
fore contained on the part of the 


said Messrs, Bischoffsheim & Goldschmidt, they should be absolved from the performance 
of the said agreement: And whereas by supplemental agreement also bearing date the 
said Fifteenth day of June One thousand eight hundred and seventy, and made between 
his Excellency, the said Don Carlos Gutierrez, of the one part, and the said Henry Lonis 
Bischoffsheim, on behalf of himself and the co-partners constituting the said firm of 


Bischoffsheim & Goldschmidt, of the other part, it was m 
the said Messrs. Bischoffsheim & Goldschmidt, 


utually agreed and declared that 
or their assigns, should apply the 


proceeds of the said loan in the several priorities following; that is to say,— 


I. Printing and stamping bonds, &c., and 
incidental expenses, 


II. Commission of half per cent, for 
brokers and the firm that receives 
subscriptions, 


III. Commission of five per cent. for issu- 
: ing present loan. 


IV, Trustees and a secretary, two years - 


V. Annual commission of 1,000/. for 
payment of coupons and sinking fund 
on loan of 2,500,000/. for two years. 


VI. Interest for two years on loans of 
2,500,000 7. nominal from 1st Janu- 
ary 1871, to 81st December 1872. 


VII. Amortization Fund, two years at 3 
per cent. on the above loan, from 
1st January 1871 to 31st December 
1872. 


VIII. Commission for paying coupons for 
interest and amortization fund on 
loan of 100,000. under convention 
of 25th October 1867. 


IX..Interest until and exclusive of 1st 
ze July 1872 on the said loan. 


Less amount standing to the credit of 
Mr. Charles Waring and Mr. Henri 
Louis Bischoffsheim interest account 
on the 16th day of June instant 
with the London and County Bank. 


X. Amortization fund up to tne same 
date on the same loan. 


XI. Contract 2 forfait, with Messrs. 
Waring Brothers and MoCandlish 
for the construction of the 8rd sec- 
tion of the railway from Canayague 
to the Bay of Fonseca. 


XII. For two years’ interest on the Fedral 
debt. 


XIII. Further sums: placed at the disposal 
of the Government of Honduras. 


XIV. Salary to Mr. Brunlees, engineer-in- 
chief according to his contract, not 
exceeding. 


37,600 


125,000 


20,000 


500,000 


150,000 


30,000 


250,000 


162,500 


| 
8,000 


670,000 


800,000 
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_And by the said agreement now in recital it was further provided that the deficiency of 
One hundred and eighteen thousand three hundred pounds appearing upon the account 
therein mentioned, together with ‘a sum of Thirty-six thousand seven hundred and forty 


_ pounds due to the said Charles Lefevre from the Honduras Government, should be charged 


upon and paid out of all moneys, or products, or articles of value, that might be remitted 
or consigned by or for the said Honduras Government to the said Messrs. Bischoffsheim 
& Goldschmidt under the provisions of the hereinbefore recited agreement for the issuing 
of the said loan: And whereas, by an agreement bearing even date herewith, and made 
between his Excellency the-said Don Carlos Gutierrez of the first part, Henry Louis 
Bischoffsheim’, on behalf of himself and his co-partners, constituting the said firm of Bis- 
choffsheim & Goldschmidt, of the second part, and the:said Charles Lefevre of the third part, 
the said Henry Louis Bischoffsheim transferred with the concurrence of the said Don Carlos 
Gutierrez to the said Charles Lefevre the benefit of the said recited agreement, so far as 
regards the issue of the said loan, and the said Charles Lefevre thereby took upon himself 
the obligations of performing the stipulations of the said agreement, so far as the same were 
to be performed by the said Henry Louis Bischoffsheim, or the firm of Bischoffsheim and 
Goldschmidt with reference to the issue of the loan: And whereas, by articles of agree- 
ment, dated the Seventeenth day of June, One thousand eight hundred and seventy, and 
made between the said Don Carlos Gutierrez, of the one part, and William Waring, Henry 
Waring, and Charles Waring, and William M'‘Candlish, of No. 9, Victoria Chambers, 
Westminster, trading as “ Waring Brothers and M‘Candlish,” thereinafter called “ the 
contractors,” of the other part, the said contructors undertook the construction of. that 
portion of the railway from Puerto Caballos to the Bay of Fonseca, extending from Cor- 
nayagua to the said Bay of Fonseca, upon the terms and conditions more particularly 
specified in the said articles of agreeiment, which. provided (amongst other things) that the 
moneys payable to the said contractors should be paid by the said Government through the 
trustees therein mentioned: And whereas, by an indenture bearing even date with these 
presents, and made between his Excellency the said Don Carlos Gutierrez, of the first part, 
the said Henry Louis Bishchoftsheim, of the second part, and the said Don Carlos Gutierrez, 
Philip Thomas Blyth, and N s Watson, and the said Leonard Davids, of the 
third part, it was (amongst other things) provided that the said Don Carlos Gutierrez, 
Philip Thomas Blyth, and Leonard Davids should be, and they were thereby constituted, 
the railway trustees (with power to add two to their number) for the purpose of receiving 
and applying so much of such portion of the said loan when raised as is provided to be paid 
to them into the name of the railway trustees, under and by virtue of the said supplemental 
agreement: And whereas there is now due and owing from the said Government of Hon- 
duras to the said Charles Lefevre for monies advanced by him towards payment of interest 
on a loan heretefore granted to the said Government a sum of Thirty-six thousand seven 
hundred and forty pounds, which claim is is to be considered in strict accordance with the 
letter dated the Fifteenth day of October One thousand eight hundred and sixty-nine, here- 
snafter mentioned: Now this Indenture witnesseth, and it is hereby mutually agreed by 
and between the several parties hereto, each of them entering into this agreement so far as 
relates to his own acts and deeds only in manner following ; that 1s to say,— 


1. The loan, which is to be for Ten million five hundred thousand pounds sterling nomi- 
nal, is to be raised upon and represented by bonds of One hundred pounds each nominal, 
British sterling, such bonds carrying interest at Ten pounds per cent. per annum, payable 
in London, in pounds sterling, on the first day of January and the first day of July in each 
year ; such bonds are forthwith to be signed by the said Don Carlos Gutierrez, as the duly 
appointed representative, and by the said Messrs. Bisohoffsheim & Goldschmidt, as 
agents of the Honduras Government. 


2. The said bonds are, within two months after the issue of the letters of allotment, in 
respect of such loan, to be deposited in the name and under the control of the trustees, who 
are to lodge the same with the London and County Bank. 


3. The said Charles Lefevre is to be entitled to all the bonds as issued, with all the 
benefits thereof, and to call for the same from the said trustees, and the said trustees shall 
be bound to deliver at his request such bonds, with the coupons attached to such an amount, 
and at such times, and from time to time, as he in his absolute discretion shall think fit, 
upon handing to the said trustees in exchange for the said bonds the sum of Eighty pounds 
per cent. of their nominal value, or against fully paid-up scrip, and he is to be entitled to 
retain such bonds, or to sell them at such times, and in such manner, and at such prices, as 
he may in his absolute discretion think fit. The said Charles Lefevre is also to be entitled 
to call upon the said trustees to deliver to him fourteen days before any of the days whereon 
any payment stipulated to be made, in accordance with the said supplemental agreement 
relating to the said law becomes due, somany and such amount of the said bonds as, cal- 
culated at the price of Highty per cent., shall represent the amonnt of any such payment. 
And the trustees shall be bound to hand the same to him upon his making such payments 
accordingly, the said Charles Lefevre hereby pledging to the trustees the said sum of Thirty 
thousand seven hundred and forty pounds now due to him by the Honduras Government, 
as aforesaid, payable to him in the manner stated, in a letter dated Fifteenth October One 
thousand eight. hundred.and sixty-nine, addressed to his Excellency Don Carlos Gutierrez, 
and signed by Messrs. Bischoffsheim & Goldschmidt, Waring Brothers and M‘Candlish, 
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and Waring Brothers; the same to be held as a guarantee for the due performance of any 
undertaking from time to time to be given by him as last aforesaid, 


4, All monies which may be received, or come into the possession of the trustees under 
any of the clauses in this agreement, shall be applied, and the said trustees undertake to 
apply them, so far as the same will extend, in making the following payments, in the order 
and at the times mentioned against-each payment, or in such other order and at such other 
time, or in making payments on account, as the said Charles Lefevre shall direct. 


$$ eee 


Nature and Amount of Payment. Time of Payment. 
z, 
(1.) Printing and stamping bonds, &e.- = - = 7,500 | Out of first monies received. 
(2.) Mr. C. Lefevre, for commission of 1} per cent. 37,500 | This sum to be paid to Mr. 
for banker’s brokers Lefevre within two days after 


issue of letters of allotment. 


(8.) Mr. Charles Lefevre, as assignee of Messrs. 125,000 | This sum to be paid also to Mr. 


Bischoffsheim & Goldschmidt, commission Lefevre within two days after 

of 6 per cent. for issuing loan. issue of letters of allotment. 
(4.) Trustees and secretary’s remuneration for two 8,000 | This sum to be paid to Mr. 

years, Lefevre in equal instalments 


every three months. 


Loan of 1870 for £. 2,500,000. 


neers 


Nature and Amount of ui hengs li ee Time of Payment. 


ie 
(5.) 1st January 187 15 six panes ge interest - - 125,000 | One month prior to the due date. 


(6.) Ist~ January 1871 ; amortization of 3 per 75,000 | - - - ditto. 
cent. 
(7.) 1st July 1871; 6 months’ interest - - 125,000 | - - - ditto, 
8.) Ist July 1871 ; commission to C. Lefevre for 10,000 |; - - - ditto. 
7 
paying coupons, &c, 
(9.) 1st January 1872; 6 months’ interest - = - 125,000 | - - - ditto, 
(10). Ist January 1872; amortization of 8 per 75,000 , = + = ditto. 
per cent. | 
(11.) 1st July 1872; 6 months’ interest - =} 125,000 | - - = ditto. 
(12.) Ist July 1872: commission to Messrs. Bis- 10,000 | - - - ditto. 
chofisheim & Goldschmidt for paying 
coupons, &c. 


Loan 
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Loan of 1867 for £. 1,000,000. 


nce crea renner secre cnr a eee: Ore 1 PTET SRUTEL SRENEN A wenn Tae er 


Nature and Amount of Payment. Time of Payment. 


La Le ei an ikl Sse aR ce rea reef 


ee 
(18.) 1st July 1870; to be paid to trustees to make 50,000 | One month prior to the due date. 

up dividend due 1st July 1870. 

ist July 1870; commission to Messrs. Bis- 10,000 | - - = ditto. 
choffsheim & Goldschmidt for paying cou- 
pons, &c. 

1st January 1871; 6 months’ interest - - 50,000 | - - - ditto. 

Ist January 1871; amortization at 3 per 80,000 | - - - ditto. 
cent. 

1st July 1871; 6 months’ interest = - - 50,000 |. - ‘= ditto. 

1st July 1871; commission for paying coupons 10,000 | - - - ditto. 
to Messrs. Bischoffsheim & Goldschmidt, ‘ 

Ist January 1872; six month’s interest - 50,000 |} - - - ditto, 

Ist January 1872; emortization at 3 per 80,000 | - - - ditto, 
cent. 

Ist July 1872; six months’ interest - - 50,000 | - - = ditto. 

1st July 1872; commission to Messrs. Bis- 10,000} - - - ditto. 


choffsheim & Goldschmidt for paying coupons.! 


Contract “ a forfait ;’ Messrs. Waring 800,000 | To be paid to the railway trustees 

Brothers, and M‘Candlish. at such times as required by 
them to satisfy the trusts of 
their deed. 


Two years’ interest on Federal debt - = - 10,800 | Periodically one month prior to 
its becoming due. 


Further sums placed at the disposal of the | 100,000 From time to time against drafts 
Government. the bills of the Government. 


Salary to Mr. Brunlees, as engineer, for 
two years, according to his contract, not 
exceeding - - - - - - 20,000 | Periodically as it becomes due. 


bogigmaminiens aye ta) bo) aie) ee 


5. In case at any time there shall not be sufficient cash in the hands of the trustees to 
make such payments as hereinbefore provided for, the said Charles Lefevre shall be entitled 
to require, and the trustees shall be bound to deliver to him, such an amount of bonds as 
calculated at the price of Eighty shall be sufficient to cover the amount of such payment. 


6. All monies which shall be received by the trustees in respect of the proceeds arising 
from the sale of produce consigned on behalf of the Honduras Government to Messieurs 
Bischoffsheim & Goldschmidt, which proceeds are by the contract for the loan, to be paid 
over by Messieurs Bischoffsheim & Goldschmidt to the general trustees, shall be applied 
by them in making up the deficiency which may exist between the amount of the said loan, 
and the payment hereinbefore directed to be made thereout, and after payment thereout, in 
such manner and for such purposes as the said Charles Lefevre in his absolute discretion 
shall direct, towards reimbursing him the said sum of Thirty-seven thousand six hundred 
and forty pounds so now due, and owing to him as aforesaid, part passu, with the amount 
payable to the Government, under and by virtue of the said letter of the Thirteenth 
October One thousand eight hundred and sixty-nine, as hereinbefore recited. 

All monies from time to time in the hands of the trustees hereby appointed may be 
advanced to or through Messieurs Bischoffsheim & Goldschmidt, against such securities 
as the trustees may in their unfettered and absolute discretion think proper. 

Tf the said trustees hereby constituted, or any of them, or any trustee or trustees appointed 
as hereinafter provided, shall die or go to reside abroad, or desire to be discharged, or 
refuse or become incapable to act, then and in every such case it shall be lawful for the 
said Messieurs Bischoffsheim & Goldschmidt to appoint a new trustee or new trustees 
in the place of the trustee or trustees so dying, or having gone to reside abroad, or desiring 
to be discharged, or refusing or becoming incapable to act as aforesaid. And every trustee 
so appointed as aforesaid may act or or assist in the execution of the trusts and powers 
of these presents, as fully and effectually to all intents and purposes as if he had been 
thereby constituted a trustee. And all monies and bonds for the time being subject to 
the provisons of these presents shall be so paid or delivered as that the same shall from 
time to time be in the possession or power of the trustees for the time being of these 
presents, 
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The trustee or trustee for the,time being of these presents shall be respectively chargeable 
only for such monies, stocks, funds, and securities as they shall respectively actually 
receive notwithstanding their respectively signing any receipt for the sake of conformity, 
and shall be answerable and accountable only for their own acts, receipts, neglects, or defaults, 
and not for those of each other, vor for any banker, broker, or other person with whom any 
trust monies or securities may be deposited for the insufficiency or deficiency of any stocks, 
funds, or securities, nor foc any other loss unless the same shall happen through their 
own wilful neglect respectively: In witness whereof, his Excellency Don Carlos Gutierrez, 
in the name and on behalf of the Republic of Honduras, has affixed his signature and 
the seal of his office hereto, and the said other parties hereto have hereunto set their hands 
and seals the day and year first above written. 
CaRLos GuTIERREZ. (Lis. ) 

LarevRE.  (L.s.) 
L. Davips. (.8. ) 
Law. Barnazs. (L.8.) 


Signed, sealed, and delivered by his Excellency Don Carlos Gutierrez in 
the presence of 
W. Weir Grieve, 
92, Gresham House, Old Broad-street, London, 


John Bruce Lindsay, he 
92, Gresham House, Old Broad-street, London. 


Signed, sealed, and delivered, by the within named. Leonard Davids and 
: Lawrence Lord Barnes in the presence of 2 
W. Weir Grieve. / 
J. B. Lindsay. 


Signed, sealed, and delivered, by the within named Charles ‘Lefevre, in 
the presence of 
Frank A. Mort. 
Reuben Rayner. 


I, William Duff, of the City of London, Notary Public, duly admitted and sworn, do 
hereby certify that his Excellency Don Carlos Gutierrez, Envoy Extraordinary and Minister 
Plenipotentiary of the: Republic of Honduras at the Court of Her Britannic Majesty, in the 
name or on behalf the Republic of Honduras, did affix his signature and the seal of his 
office to the original indenture hereunto annexed before me, the said notary, and in the 
presence of William Weir Grieve and John Bruce Lindsay, the attesting witnesses thereto: 
And that Leonard Davids and Lawrence Lord Barnes respectively named and described in 
the said indenture, did respectively set their hands and affix their seals tothe said inden- 
ture before me, the said notary, and in the presence of the said William Weir Grieve and 
John Bruce Lindsay, the attesting witnesses thereto: And that Charles Lefevre also named 
and described in the said indenture did set his hand and affix his seal to the said indenture 
before me, the said notary, and in the presence of Frank Annable Mori and Reuben Rayner, 
the subscribing witnesses thereto; In witness whereof I have hereunto set my hand ‘and 
seal of office at London, this Fifteenth day of August in the yearof our Lord One thousand 
Eight hundred and Seventy. ~ 

In testimonium veritatis, 


(L.S.) William Duff, Notary Public. 


No. 5. 


An AGREEMENT entered into this Nineteenth day of December One thousand eight 


hundred and seyenty, between his Excellency Don Carlos Gutierrez, Minister in London, 
of the Republic of Honduras (and hereinafter cailed the Minister), of the first part, and 
Messieurs Bischoffsheim and Goldschmidt of London, of the second part, 


Wuerzas the Honduras Government issued in Paris, in the year One thousand eight 
hundred and sixty-nine, a loan of Two hundred and seven thousand five hundred ‘and nine 
obligations, of Three hundred francs each, at the price of. ‘l'wo hundred and*twenty-five 
francs each, for the purpose of making and completing the second section of the Inter 
oceanic Railway ‘of the Government of that Republic, for the construction of which a 
contract was entered into with Messieurs Waring Brothers and McCandlish, onthe 
Seventeenth March One thousand eight hundred and seventy: And whereas there remained 
of the said loan unissued bonds of Three hundred francs each, amounting in the whole to 
the nominal sum of Thirty-nine million francs, and also a sum of Three miliion seven 
hundred and fifty thousand francs in cash: And whereas the said sum of Three million 
seven hundred and fifty thousand francs cash was deposited by the Minister in Paris of the 


said Government, and by the order of his Government, with Messieurs Dreyfuss, 
Scheyer, & Co., of Paris, and the said obligations were and are now deposited with — 


Messieurs 
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Messieurs Bischoffsheim & Goldschmidt of Paris: And whereas of the above sum o 
Three million seven hundred and fifty thousand francs, Messieurs Dreyfuss, Scheyer, & Co. 
have retained in respect of expenses, commissions, and their abandonment of all their richts 
and interests ir the financial part of the loan, and also in consideration of their renouncing 
and giving up all claims whatever, based on the emission of a new loan during the period 
of their option, the sum of Nine hundred and thirty-seven thousand five hundred franes 
and they will also retain the further sum of Three hundred and twelve thousand five 
hundred francs within six months from the First July One thousand eight hundred and 
seventy: And whereas the balance of Two million five hundrd thousand francs has been 
or will be duly deposited along with the obligations, amounting to Thirty-nine million 
francs, with the said Messieurs Bischoffsheim & Goldschmidt, of Paris: “And whereas 
with respect to the said cash.and obligations so deposited as aforesaid, it is mutually agreed 


and declared by and between the said parties hereto as follows; (that is to say),— 
: 


1. Messieurs Davids and Barnes of London shall be, and they are hereby appointed 
trustees of the said Two million five hundred thousand francs, and the said obligations for 
the several purposes hereinafter mentioned. 


2. The said trustees shall. pay the interest upon and provide the sinking fund for the 
extinction of the loan of One thousand eight hundred and sixty-nine, and shall also pay 
the contractors for the second section of the said railway the amounts which may’ from time 
to time become due and payable to them in respect of their contract for the construction of 
the said second section of the railway. 


3. All the obligations shall be sold by the said trustees or by their order, and the 
proceeds applied for the purposes herein mentioned, and the price comprising all benefits 
on the coupons and drawings accruing subsequently to the First March One thousand 
eight hundred and seventy, shall be at least equal to the price of the Ten per cent. English 
Honduras Stock, taken at Eighty per cent. net, at which price the parties hereio of 
be second part shall have the option of themselves purchasing all or any part 
thereof. 


4, The payment from time to time of the interest upon and for amortization of the 
Paris Loan, shall be made exclusively by and through Messieurs Bischoffsheim 
Goldschmidt, & Co., of Paris, out of funds in their hands, or to be from time to Pets 
supplied to them for that purpose. 


5. The parties hereto of the second part shall in consideration of their past services be 
entitled to receive from the said trustees (who are hereby authorised to pay the same to 
them), or to retain for their own use and benefit out of any monies now in their hands, or 
to come into their possession in respect of the said loan or the bonds thereof, a commission 
of one per cent. upon thirty-nine million francs, the nominal amount of the said bonds 


‘ unrealised, and also a commission of one per cent. upon three million seven hundred and 


fifty thousand frances, the nominal amount of the said two million five hundred thousand 
francs to be applied by the said trustees. 


6. The parties hereto of the second part shall also be entitled to receive from the trustees, 
or to retain for their own use and benefit, a commission of two per cent. in respect of 
the service of the loan, that is to say, two per cent. upon the amount, to be half-yearly 


~and from time to time paid by them as interest or dividend upon the said loan, and also 


upon the amount applied in respect of the amortization of the obligations. 


7. In case it shall be determined by the Government to consolidate its loans with or 
without the conversion of any of the loans for the said railway, or in the event of any 
financial operation of any kind being determined upon by the Government in any part of 
Europe or in America (excepting within the territory of the Republic of Honduras) during 
the existence of the railway loans or of either of them, the Minister shall give to the parties 
hereto of the second part the preferential option of conducting the business incidental to 
such consolidation, upon terms and conditions equal to those upon which any other house 
of standing, repute and good credit would conduct the same business, 


g. Until the end of the month of July One thousand eight hundred and seventy-two, 


neither the Government of Honduras, nor Messieurs Dreyfuss, Scheyer, & Co., as repre- 
senting them, shall either directly or indirectly issue, or be interested or concerned in 
issuing, or be interested or engaged in any financial operation whatsoever, for the Govern- 
ment of Honduras, in the nature of a loan without the previous written consent and 
co-operation of the parties hereto of the second part. 


9. The salary of the said trustees for the performance of their trust under this contract, 
shall be Two hundred and fifty pounds per annum, each payable quarterly out of any 
money which may from time to time be in their possession under this agreement (excepting 
the One hundred thousand pounds payable to the Government of Honduras), and the first 


‘quarterly payment shall become due and be payable on the First day of December One 


thousand eight hundred and seventy. ; 


10, Richard Evans, Esquire, shall be secretary to the said trustees for all the purposes 
incidental to this agreement, and his salary shall be One hundred and fifty pounds per 
annum, payable quarterly by equal payments, and ‘the first quarterly payment shall 
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become due and be payable on’the First day of December One thousand eight hundred 
and seventy, and such salary shall from time to time be paid by the said trustees out of 
any money in their hands under this agreement (except as aloresaid). 


11. All the monies to be applied by the said trustees, or which may from time to time 
come into their possession under and in pursuance of this agreement, shall be deposited 
with and until required for application as herein mentioned, be kept and retained by the 
said Messieurs Bischoffsheim & Goldschmidt, of Paris, who are hereby appointed the 
bankers of the trustees for all the purposes of this contract. 


12. It is expressly declared and agreed, that nothing herein contained shall render 
Sefior Gutierrez personally liable in respect of this agreement, or the stipulations and 
provisions herein contained, inasmuch as he enters into the same in his representative 
capacity as Minister of the Republic of Honduras, and on behalf of that Republic, and 
not in any manner on his own personal behalf. 


In witness whereof the said parties hereto, have hereunto affixed their 
hands and seals. 
Car1ios GUTIERREZ. (1.8. ) 
BiscHorrsHEim & GOLDSCHMIDT. (1.8.) 


Signed, sealed, and delivered by the above-named Don Carlos Gutierrez 
and Messieurs Bischoffsheim & Goldschmidt, and the common seal of 
the Republic of Honduras was affixed hereto, in the presence of 


John Widdecombe, 
A. G. Hilldrup, | 
Clerks to Messrs. W. & H. P. Sharp, 
92, Gresham House, Old Broad-street, London. 


We, the undersigned, being the trustees above referred to, accept the trust 
upon the terms of the above agreement, and undertake as trustees to give 
effect thereto. 


Dated this Nineteenth day of December One thousand eight lundred 
and seventy, 
L. Davids. 
Witness, Lawrence Lord Barnes. 
John Widdecombe. 


— No. 6. — 


Mzworanpum of AGREEMENT bearing date the Twenty-first day of April One Thousand 
Eight hundred and Seventy-one, between his Excellency Don Carlos Gutierrez, Minister 
Plenipotentiary to the Court of St. James, on behalf of the Honduras Government, herein- 
after called “the Minister,” on the one part, and Charles Lefevre, gentleman, of 
80, Lombard-street, in the City of London, of the other part, whereby in view of the 
existing arrangements with reference to the English and French Honduras Government 
Loans, it is mutually agreed as follows :— 


1. Twat in order to make due provision for the payment of the coupons which matured 
on the First March instant, upon the Honduras Government Loan issued on the continent 
in One thousand Eight hundred and Sixty-nine, under the denomination “ Emprunt 
Hypothecaire du Government de Honduras (Amerique Centrale )” hereinalter called “ The 
Honduras Loan, 1869,” it was agreed that Charles Lefevre should use his best endeavours 
to prevail on Messrs. Bischoffsheim & Goldschmidt to provide a sum of Thirty-two thousand 
pounds for that purpose, and which sum has already been provided. 


9, In consideration of the above-mentioned sum having been so provided, it is hereby 
agreed that the Minister shall, and does, hereby authorise Messrs. Bischoffsheim & 
Goldschmidt as custodians of the unissued balance of bonds of the Honduras Loan of 1869, 
on behalf of the Honduras Government, to hand to Charles Lefevre such a number of the 
bonds of that loan (of Three hundred francs, nominal, each), with all coupons, including that 
due First March One thousand Eight hundred and Seventy-one attached, as shall at the 
price of One hundred and Forty franes per bond represent the sum of Thirty-two thousand 
pounds, 


3. That Messrs. Bischoffsheim & Goldschmidt having by an instrument of even date with 
these presents, resigned the option given them by a deed dated Nineteenth December One 
thousand Eight hundred and Seventy, for the exclusive sale of the bonds of the Honduras 
Loan of 1869, it is hereby agreed that Charles Lefevre shall have the exclusive right to the 
entire balance of the bonds in consideration of his paying One hundred and Forty francs 
for each bond of Three hundred francs, with all coupons attached, from time to time as he 

may 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 33 


may require them. Should the price of One hundred and Forty franes per obligation be 
found too high to enable sales of the said French stock to be effected, the trustees are 
empowered to sell the bonds through Charles Lefevre at the market price, less a commission 
of Five franes per obligation, and of Two per cent. for brokerage and expenses on the 
nominal amount of the stuck sold. And, further, in order to make due provision from time 
to time for the service of the interst and redemption of the Honduras Loan, 1869, Charles 
Lefevre shall Thirty days before the respective periods when the coupons become due, 
receive from the trustees a sum equal to the total amount of the coupons and sinking fauad 
accruing on the whole of the nominal amount of the Honduras Loan, 1869 (Two hundred 
and Seven thousand Five hundred and Nine obligations) either in cash or bonds, at the 
price of One hundred and Forty frances per bonds, aud Charles Lefevre shall thereout pay 
the interest and amount of redemption accordingly. 


4. The Minister agrees to take the necessary steps for the consolidation on the London 
Stock Exchange of the three Honduras Government Loans of 1867, 1869, and 1870, or 
any two thereof, at such time and in such manner as Charles Lefevre may direct, and the 
Government and Minister shall sign the requisite documents and render all assistance in 
their power to that end. 


5. The accounts relating to the Honduras Government Loan of 1870, as rendered by 
Charles Lefevre, between bimself and the Government, showing a baiance, Que thousani 
Six hundred and Seventy-eight pounds Five shillings and Ten pence, having been duly 
audited, are hereby approved, and the trustees are authorised to accept the same, and pay 
to Charles Lefevre in bonds of 1870 Loan, at Seventy-five per cent., the balance due 
thereon. 


6. Inasmuch as the accounts of the Honduras Loan, 1867, show a sum of Eighteen 
thousind Three hundred and Twenty pounds as appearing due to the Government as the 
balance ofa sum of One bundred thousand pounds pavable to the Government out of the 
proceeds of that loan, and of Thirty-seven thousand Six hundred and Forty ppunds due to 
Charles Lefevre, in respect of the Honduras Loan of 1867, for advances made by him to 
pay coupons as mentioned in an agreement dated Thirteenth October One thonsand Eight 
hundred and Sixty-nine, and in the general trust deed of Seveenth June One thousand 
Eight hundred and Seventy, the Minister agrees that in consideration of Charles Lefevre, 
at the request of the Minister, advancing to the Government Twelve thousand pounds in 
cash on account of the Eighteen thousand Three hundred and Twenty pounds abovesuid, 
on the execution of the instruments for carrying out this arrangement that the trustees of 
1870 Honduras Loan shall hand to him) and the Minister hereby directs the trustees so to 
do}, for his own absolute use bonds of that loan, calculated at the price of Seventy-five per 
cent., to the amount of the said sums of Thirty-seven thousand Six hundred and Forty 
pounds (say), Fifty thousand Two hundred pounds nominal), and Twe've thousand pounds 
(say) Sixteen thousand pounds nominal), and in consideration of the delivery sf such 
bonds at that price, Charles Lefevre agrees to advance to the Government on the Seventeenth 
July next the further sum of Six thousand Three hundred and Twenty pounds, residue of 
the Eighteen thousand Three hundred and Twenty pounds against the further delivery of 
stock by the trustees to that amount of 1870 Loan, calculated at the price of Seventy-five 
per cent. (Eight thousand Four hundred pounds nominal), and the Minister hereby directs 
the trustees to deliver the stock accordingly. 


7. The Minister further authorises such additional drawings of bonds for redemption at 
par, beyond the drawings provided for in the original prospectuses, of the three loans of 
1867, 1869, and 1870, as Mr. Charles Lefevre may deem expedient, and hereby further 
authorises the trustees of the said three loans to perferm the service requisite to carry out 
such additional drawings, by advertising and paying off at par the bonds so drawn, either in 
cash, or by handing Mr. Lefevre a requisite nuniher of bonds of the 1870 Loan, calculated 
at Seventy-five per cent. against cash for the same. 


8. In view of the Franco-Prussian War and the unfavourable news fiom Central America, 
and the consequent great depreciation in the price of all stocks and funds which has taken 
place in London, and on the bourses of Europe, and the Honduras Goveinment Stocks 
having in like manner suffered in price, and the sale thereof having become difficult, it was 
agreed that the price to be paid by Charles Lefevre in future for the bonds of the Honduras 
Government, Ten per cent. Loan of 1870, shall be Seventy-five per cent., in lieu of Highty’ 
per cent. as now stipulated and agreed, and this agreement shall be considered a sufficient 
notification of the same to the said trustees. 


9. With the object of giving greater efficiency to the-beneficial working of the trust of 
the loan of 1870, and in consequence of the death of Lawrence Lord Barnes, it has been 
determined to appoint Thomas Steven Evans and David Morier Evans ax new trustees, in 
the place of Leonard Davids and Lawrence Lord Barnes, who are both about to resign the 
trust, it is therefore agreed that Thomas Steven Evans and David Morier Evans shall be 
appointed as trustees im lieu of Leonard Davids and Lawrence Lord Barnes, and that all 
requisite acts and instruments for effectuating the appointment of such new trustees shall 
be done and executed. ' 


10. Notwithstanding anything herein contained, it is agreed that if any of the bonds of 
- 1870 Loan shall be sold at a price exceeding Seventy-eight per cent., or if any of the bonds 
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of the French Loan shall be sold at a price exceeding One hundred and forty-five franes, 
the whole of the excess prices shall be accounted for by Mr. Lefevre, and paid to the 
Government. 


11. Nothing herein contained shall affect the right of the Government to receive One 
hundred thousand pounds out of the proceeds of the 1870 Loan. 


12. It is expressly declared and agreed that nothing herein contained. shall render Senor 
Gutierrez personally liable in respect of this agreement, or the stipulations and. provisions 
herein contained, inasmuch as he enters into the same in his representative capacity as 
Minister of the Republic of Honduras, and on behalf of that Republic, and not in any 
manner on his personal behalf. As witness the hands of the respective parties, the day and 
year first above written. 2 


Carlos Gutierrez, 
As Minister Plenipotentiary of Honduras, 
Witness, 
John Widdecombe, Lefevre. 
92, Gresham House, London. 


Received this 21st day of April One thousand eight hundred and seventy-one 
of the above-named Charles Leferve, the sum of Twelve thousand psunds, 
the amount of the consideration above expressed to be paid to me upon the 
execution hereof. 


£. 12,000. 


' Carlos Gutierrez, 
Witness, As Minister Plenipotentiary. 
John Widdecombe. 


Received this 24th day of July 1871, of Charles Lefevre, Esq., the sum of Six 
thousand pounds on account. of the above sum of Six thousand three hundred 
‘and twenty pounds. 


£. 6,000. 


ec Gutter\rez. 


MermoranpumM of PAYMENTS made from the 21st of April 1871, up to the present Date, 
together with the 18,000 /. (eighteen thousand pounds) advanced by Mr. Lefevre, in 
order to complete the Payment of the 100,000/. (one hundred thousand pounds) due to 
the Government from the 1867 Loan, and in accordance with the Agreement of . 
21st of April 1871, approved by the Honduras Government on the 9th of August of 
the same Year. 


ee Lene Siual- 
Per Order of President Medina, the Government—Account of Messrs. Moses, 

Levy & Co.-  - - - - - Se ree - - 3,311 9 6 
Account of Kattengell & Campbell - - - - - - > - 3,298 4 11 
Bill of D. Francisco Alvarado - - - - - - - - - 1,400 -— - 
Bill of General D. Casto Alvarado - - = - - - - - 1,000 - — 
Bill of D. Foribio Vazquez - - - - - - - oe -{ . 1,000 - —- 
Bill of D. Tuan Lopez - - = - aad - = - 1,000 — - 
Bill of D. Santiago Alvarado - - - - - - - - - 1,000 
Bill of Messrs. Benito, Novella & Co.-—Account Government - enter 2i) 32. 3 38 
Bill of Bishop Zepeda - ~ os - 40s - - - + 60 - - 
Bill of D. Evuardo Viava - - - - - - - - - - | 400 - - 
Bill of D. Evuardo Viava - = - SE in - - - - a 31 15° - 
Draught, Mr. Squier - - - - - - - - - -| 4,000 - - 
Draught, Kattengell & Campbell - - - - - - - - | BBQiiiai = 
Draught, on presentation, of D. Francisco Fiallos - - - - - 1,200 - - 


Toran - - - £.] 18,065 12 8 
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No. 7. 
Deep oF CoOvENANT AND DECLARATION oF TRUST. 


Tus InpenrureE, made the Twenty-seventh day of July One thousand eight hundred 
and seventy-one, between his Excellency Don Carlos Gutierrez, Minister Plenipotentiary 
in London of the Republic of Honduras, and hereafter referred to as “the Minister,’ of 
the first part; Henri Louis Bischoffsheim and Henry Raphael Bischoffsheim, carrying 
on business in partnership together as bankers, in Paris, and in Founder’s-court, in 
the City of London, under the style or firm of Bischoffsheim & Goldschmidt, and herein- 
after referred to as Messieurs Bischoffsheim & Goldschmidt, of the second part; Charles 
Lefevre, of No. 80, Lombard-street, in the City of London, gentleman, of the third 
part; James Ford, of 53, Moorgate-street, London, public accountant, and John Widde- 
ecombe, of Devonshire-place, Grove-road, Holloway, Middlesex, gentleman, hereinafter 
referred to as “the said Trustees,” of the fourth part. : 


WHEREAS, in the year One thousand eight hundred and sixty-nine, the Government of 
the Republic of Honduras issued in Paris.a loan for Sixty-two millions two hundred and 
fifty thousand francs nominal (hereafter referred ‘to as the said loan of One thousand 
eight hundred and sixty-nine): And whereas the said loan was issued by M. Victor Herran, 
the Minister in Paris for the said Republic of Honduras: And whereas the several instal- 
ments, mentioned or referred to in the first part of the first schedule hereto, have been entered 
into by ‘‘the Minister,” with various parties, respecting the issue of the said loan of One 
thousand eight hundred and sixty-nine, and the application of the proceeds thereof: And 
whereas, in the year One thousand eight hundred and seventy, the said Government issued 
in England a loan for Two millions five hundred thousand pounds sterling nominal (herein- 
after referred to as the loan of One thousand eight hundred and seventy): And whereas 
the said loan of One thousand eight hundred and seventy was issued by the Minister 
through the London and County Bank: And whereas the several instruments, mentioned 
and referred to in the second part of the said schedule to these presents, have been executed 
and entered into by the Minister with various parties respecting the issue of the said loans 
of One thousand eight hundred and seventy, and the application of the proceeds thereof: 
And whereas Lawrence Lord Barnes, deceased, and Leonard Davids, were duly appointed 
the general ‘trustees of the said two loans of One thousand eight hundred and sixty-nine, 
and One thousand eight hundred and seventy, for the purposes mentioned in the said 
instruments, respectively mentioned in the’said first schedule, so far as the same were, from 
time to time in force: And whereas the said Lawrence Lord Barnes lately died, and the said 
Leonard Davids is desirous to retire from such trusteeship asaforesaid: And whereas, until 
such transfer thereof as hereinafter mentioned, there was in the hands, or under the control 
of the said Leonard Davids, as such surviving trustee as aforesaid, a sum of Seven thousand 
five hundred and eighty-eight pounds eight shillings and eight-pence cash, part of the 
proceeds of a certain loan raised by the said Government, in the year One thousand eight 
hundred and sixty-seven: And whereas there are now in ‘the banking house of the said 
Messieurs Bischoffsheim & Goldschmidt, at Paris, on account of the said loan of One thousand 
eight hundred and sixty-nine, a large number of unissued bonds of the said last-mentioned 
loan, the aggregate amount and number of which cannot at the present time be ascertained ; 
and there is also in the hands of the said Messieurs Bischofisheim & Goldschmidt a sum of 
cash on account of the proceeds of the said loan of One thousand eight hundred and sixty- 
nine, the exact amount whereof also cannot at present be ascertained: And whereas pre- 
viously to such payment and delivery of the same respectively, as hereinafter recited, there 
was in the hands or under the control of the said Leonard Davids, as such surviving trustee 
of the said loan of One thousand eight hundred and seventy as aforesaid, a balance of ‘len 
thousand five hundred and sixty pounds three shillings and ten-pence cash, in respect of 
the said loan; and there were at the London and County Bank, on account of the seid 
Leonard Davids unissued bonds, the exact amount and numbers of which cannot at the- 
present time be ascertained: And whereas there are now in the hands of the said Messieurs 
Bischoffsheim & Goldschmidt, on account of the said loan of One thousand eight hundred 
and seventy, a large number of unissued bonds of that loan, the aggregate amount and 
numbers whereof cannot at the present time be ascertained: And whereas the said 
Messieurs Bischoffsheim & Goldschmidt, at the request of the Minister, have agreed to 
give up and resign, as to the unissued bonds of the said loan of One thousand eight bundred 
and sixty-nine, all the options, benefits, and advantages reserved to them by the deeds and 
agreements, respectively mentioned in the first part of the said schedule hereto, or any of 
them, in consideration of their receiving a sum of five francs in respect.of every bond of the 
said loan of One thousand eight hundred and sixty-nine, which shall hereafter be sold by 
the said Government: And whereas, in pursuance of the said agreement Messieurs Bis- 
choffsheim & Goldschmidt have released, and they do hereby release, the Minister and his 

*Government from all claims and demands, under or by virtue of the several instrum: nts 
mentioned in the first part of the said schedule hereto, or otherwise, in. respect of the said 
loan of One thousand eight hundred and sixty-nine, but without prejudice to the right of 
the said Messieurs Bischoffsheim & Goldschmidt to receive the said sum of five francs for 
each bond, in respect of the said bonds so purchased or taken by the said Charles Lefevre : 
And whereas the Minister, on behalf of his Government, has made such arrangements as- 
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hereinafter contained, with respect to the said cash balances of Seven thousand five hundred 
and eighty-eight pounds eight shillings and eight-pence, and Ten thousand five hundred 
and sixty pounds three shillings and ten-pence; and the’ said balance of cash which may 
be found due from the said Messieurs Bischoffsheim & Goldschmidt in respect of the pro- 
ceeds of the said loans and the unissued bonds of the said loans of One thousand eight 
hundred and sixty-nine, and One thousand eight hundred anc seventy: And whereas it is 
part of such new arrangement that the said James Ford and John Widdecombe shall be 
appointed trustees for the purposes hereinafter provided, in the place of the said Lawrence 
Lord Barnes, and Leonard Davids: And whereas, in pursuance of the said new arrauge- 
ment, and in anticipation of the appointment of the said James Ford and Joha Widdecombe 
to be such trustees, the said Lecnard Davids, with the privity and consent of the Minister, 
and the said Messieurs Bischoffsheim & Goidschmidt and Charles Lefevre, has agreed to 
transfer the said cash balances of Seven thousand five hundred and eighty-eight pounds’ 
eight shillings and eight-pence, and Ten thousand five hundred and sixty pounds three 
shillings and ten-pence, to an account which will be opened at the London and County 
Bank, in the name of the said James Ford and Jolin Widdecombe, as such trustees; Now 
this Indenture witnesseth that the Minister, with the privity and consent of the said 
Messieurs Bischoffsheim & Goldschmidt, and Charles Lefevre, doth hereby nominate and 
appoint the said James Ford and John Widdecombe to be trustees of the said loans of One 
thousand eight hundred and sixty-nine, and One thousand eight hundred and seventy, in 
the place of the said Lawrence Lord Barnes, deceased, and Leonard Davids, for the several 
special purposes hereinafter mentioned: And this Indenture also witnesseth, and it Is 
hereby agreed and declared between and by the Minister on behalf of his Government and 
the several other persons parties hereto, and each and every of tlem, so far as relates to the 
obsérvance and performance by them, and each of them, of the stipulations and agreements 
hereinafter contained on their and each of their parts, to be observed and performed, but 
not further or otherwise, as follows ; (that is to say),— Kab, 


1. The said Messieurs Bischoffsheim & Goldschmidt will, within one month from the 
date of these presents, deliver to the said trustees a true account, properly verified, of all the 
unissued bonds of the said loans of One thousand eight hundred and sixty-nine, and One 
thousand eight handred and seventy, then remaining in their hands, and of the balance of 
cash remaining in their hands in respect of the proceeds of the said loans of One thousand 
eivht hundred and sixty-nine, and One thousand eight hundred and seventy, and will deliver 
to the said trustees in London the number of unissued bonds which by such account shall 
then appear to be in their hands, and pay to the aforesaid account of the said trustees at the 
London and County Bank, the balance of cash which by the said account shall appear to be 
due from them in respect of the net proceeds of the said loans of One thousand eight 
hundred and sixty-nine, and One thousand eight hundred and seventy. 


2. ‘The several articles, provisions, and trusts contained and declared in and by the said 
several deeds and agreements mentioned in the first and second parts of the first schedule 
hereto, shall be, and the same are from henceforth abrogated, released, and declared void, so 
far as relates to the said cash balance of Ten thousand five hundred and sixty pounds three 
shillings and ten-pence, and the cash balance so to be paid by Messieurs Bischoffsheim 
& Goldschmidt to the account of the said trustees as aforesaid, an:! as to all the said unissued 
bonds of the loans of One thousand eight hundred and sixty-nine, and One thousand eight 
hundred and seventy, and the said cash balances and unissued bonds, together with the said 
cash balance of Seven thousand five hundred and eighty-eight pounds eight shillings and 
eight-pence, when received by the said trustees, shall thenceforth be held, applied, and dis- 
posed of by the said trustees upon the trusts, and in the manner, and for the purposes 
hereinafter expressed: Provided always, that nothing herein contained shall in anywise 
revoke or make void the appointment of the railway trastees in any of the said deeds or 
acreements mentioned, or in anywise affect or prevent the execution of the trusts reposed in 
such railway trustees. 


3. The said Charles Lefevre shall have the exclusive right of purchasing and taking all 
the unissued bonds of the said loan of One thousand eight hundred and sixty-nine at the 
price of One hundred and forty frances for each bond, or if the market price of the said 
bonds for the time being shall be less than One hundred and forty frances, then at the 
medium market price on the Paris Bourse on the day of such purchase as declared in and 
by the official price list of the Paris Bourse (Cours Authentique). 


4, The said Charles Lefevre shall have the exclusive right of purchasing and taking all 
the unissued bonds of the said loan of One thousand eight hundred and seventy, at the price 
of Seventy-five pounds for each bond of One hundred pounds nominal, and in respect of 
any one of such bonds for which the said Charles Lefevre has paid to or been debited with 
Eighty pounds by the said Leonard Davids, subsequently to the Twenty-first April One 
thousand eigbt hundred and seventy-one, when the said Charles Lefevre entered into new 
arrangements aud agreements with the Minister, the trustees shall forthwith refund and 
pay the said Charles Lefevre the sum cf Five pounds for One hundred pounds bond nominal , 
in cash or in bonds of the One thousand eight hundred and seventy Loan, at the price of 
Seventy-five pounds, at the option of the said Charles Leievre. 


5. The said Charles Lefevre shall, out of the purchase monies of the bonds of the said 
loan of One thousand eight hundred and sixty-nine, pay to the said Messieurs Bischoffsheim 
& Goldschmidt the sum of five francs for every bond so purchased by him, and shall 


deduct 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 37 


deduct and retain for his own use a commission of five francs for every bond so purchased, 
and a sum equal to twe per cent. on the nominal amount so purchased and taken by him 
from time to time, and shall pay the balance of such purchase monies to the trustees, or 
account for the same to them at the time, and in manner hereinafter mentioned. 


6. The said Charles Lefevie shall pay or account for the whole of the purchase money 
of the bonds ot the said loan of One thousand eight hundred and seventy, so to be pur- 
chased and taken by him to the general trustees at the time and in manner hereinafter 
mentioned. 


7. Upon payment to them of the purchase monies thercof, pursuant to the two preceding 
Articles (subject in the case of the purchase monies of the bonds of the said loan of One 
thousand eight hundred and sixty-nine, to such deductions therefrom as mentioned in 
Atticle 5), the trustees shall from time to time deliver to the said Charles Lefevre such 
number of bonds of the said loans of One thousand eight hundred and sixty-nine, and One 
thousand eight hundred and seventy respectively, as he shall in writing from time to time 
require. 


8. If the said Charles Lefevre shall sell any of the bonds of the said loan of One 
thousand eight hundred and sixty-nine, at a price exceeding One hundred and forty-five 
francs, or any of the bonds of the said loan of One thousand eight hundred and seventy, 
at a price exceeding Seventy-eight pounds, he will pay to the trustees, or account to them 
for all the excess over the said price of One hundred and forty-five franes, or Seventy- 
eight pounds, as the case may be, and the amounts of such excess as shown by the brokers’ 
‘contracts, which shall be handed by. the said Charles Lefevre to the said trustees, shall be 
added to, and form part of the general trust fund, and be applied accordingly. 


9. All money to be from time to time realised by the said Messieurs Bischoffsheim 
& Goldschmidt in respect of goods and merchandise consigned to them for sale by the Govern- 
ment of Honduras, shall (after deducting therefrom all commissions and expenses) be paid 
by them to the trustees for application by them to the general purposes of their trust. 


10. The trustees shall, when and so soon as the bonds of the One thousand eight 
hundred and seventy Loan shall come into their possession or power, deliver to the said 
Charles Lefevre so many bonds of such loan as at the price of Seventy-five pounds, will 
amount to the sums of Thirty-seven thousand six hundred and forty pounds, and Eighteen 
thousand pounds respectively, i repayment to the said Charles Lefevre of those sums 
already advanced by him to the Government, as the Minister doth hereby acknowledge. 


11. The hereinbefore mentioned cash balance of Seven thousand five hundred and eighty- 
eight pounds eight shillmgs and eight-pence, and the cash balance so to be paid by 
Messieurs Bischofisheim & Goldschmidt to the account of the said trustees as herein- 
before provided, and the residue of the net proceeds of the bonds of the said loan of One 
thousand eight hundred and sixty-nine, and the said cash balance of Ten thousand five 
hundred and sixty pounds three shillings and ten-pence which has arisen from the said 
loan of One thousand eicht hundred and seventy as aforesaid, and the proceeds of the said 
‘bonds of One thousand eight hundred and seventy so to be purchased and taken by the 
said Charles Lefevre as aforesaid, and the monies mentioned in Article 9 of these presents 
shall form one mixed fund; the trustees shall thereout in the first instance retain for 
their own use a salary of Four thousand pounds per annum, and in the next instance for 
the railway trustees, their salary of Two thousand pounds per annum, and the former salary 
of Four thousand pounds shall be deemed to commence on the Twenty -fifth of March One 
thousand eight hundred and seventy-one ; the said salaries to be divided between the said 
trustees in such proportion as they shall determine between themselves, and the trustees 
shall be and they are hereby authorised in addition to and beyond the said salaries to pay 
and apply out of the said mixed fund all legal and other expenses, and also pay the salaries 
of secretary, clerks, and agents, and the rent of offices, and all other costs and expenses of 
every kind to be incurred or sustained by them in or about the execution of the trusts 
created by these presents, including the costs of and incidental to the preparation and 
execution of ihese presents, andthe residue of the said mixed fund shall be applicable to 
and shall be applied in manner hereinafter mentioned to the several purposes mentioned and 
set forth in the second schedule to these presents, in such order and priority as the said 
Charles Lefevre shall from time to time think fit and direct, or so far as such residue shall 
from time to time permit. 


12. The application of the said mixed fund to the several purposes mentioned in the 
second schedule hereto, shall be undertaken and carried into effect by the said Charles 
Lefevre, and for that purpose the trustees shall from time to time upon the requisition in 
writing of the said Charles Lefevre, and within one calendar month before the several times 
of payment (if any) mentioned in the second schedule hereto out of the cash for the time 
being in their hands (subject to the before-mentioned severa! payments, and the bonds of 
the said loans of One thousand eight hundred and sixty-nine, and One thousand eight 
hundred and seventy, or either of them under their control, or so far as the same will 
respectively extend, deliver to the said Charles Lefevre such sums of cash and such number 
of bonds of either of tke said loans (at the option of the said Charles Lefevre), as tne said 
Charles Lefevre shall from time to time direct; but the bonds so delivered as last aforesaid 
shall be deemed to have been purchased by the said Charles Lefevre under the provisions 
hereinbefore contained, and the net proceeds thereof, which would otherwise be receivable 
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by the trustees, shall alone be applicable, together with the cash (if any) to be paid to him 
as aforesaid to the several payments mentioned im the second schedule hereto. For the pur- 
poses of this Article, there shall be a fixed rate of exchange of Twenty-five francs ‘to'the 
One pound sterling. 


13. The said Charles Lefevre shall be entitled to:retain for his own use the amount of the 
interest from time to time payable on such of the ‘said bonds as ‘shall for the time being 
remain in the hands of ‘the trustees unissued, ‘and the trustees shall cut off the coupons 
representing such interest from the said unissued bonds and cancel the same. . If any of 
the bonds for the time being remaining in the hands or under the control of the trustees 
unissued shall have been drawn for redemption, then the said Charles Lefevre shall be 
entitled to retain for his own use so much of the funds in his hands as would otherwise 
have been applicable to the amortization of the said drawn bonds, and the said trustees 
shail thereupon cancel the same and all coupons attached thereto. 


14. The said Charles Lefevre or his duly authorised agent, shall give to ‘the ‘trustees 
proper acknowledgments in writing, signed by him for all sums of money and bonds which 
shall be paid and delivered to him under any of the provisions of these presents, and every 
such acknowledgment shall specify the numbers of the bonds so delivered from time to 
time. The said Charles Lefevre shall also deliver to the trustees the coupons representing 
the half year’s interest which may have been paid by him from time to time and the bonds 
which ‘nay have been redeemed in like manner, together with all the coupons for the 
interest not yet due attached thereto, and the said coupons and bonds shall thereupon be 
cancelled. The trustees shall place all the said acknowledgments and cancelled coupons 
and bonds, ineluding the cancelled coupons on the unissued bonds for the time being, and 
such‘of the unissued bonds as may have been drawn which are to be cancelled pursuant 
to Article 13, in a box or boxes, and shall deposit the same in their names at the London 
and County Bank ; and whenever all the said bonds shall have been issued, will deliver 
the said box or boxes to the Minister or other the duly authorised agents of the Govern- 
ment of Honduras. 


15. Such extraordinary drawings of bonds of the said loans of One thousand eight 
hundred. and sixty-nine, and One thousand eight hundred and seventy, or either of them, 
for the redemption of the same at par, as the said Charles Lefevre may deem expedient, 
shall take place in addition to the ordinary yearly drawings provided by the general boads 
of such loans respectively; notice in writing of such extraordinary drawings shall be 
given by the said Charles Lefevre to the trustees, and they will thereupon make arrange- 
ments with the said Charles Lefevre for the redemption of the bonds to be drawn at such 
additional drawings in the same manner as is hereinbefore provided with respect to the 
ordinary yearly drawings: Provided always, that the said Charles Lefevre shall not be 
entitled to the benefit of any bonds remaining unissued which shall have been drawn for 
redemption at any such extraordinary drawing, but such bonds shall be cancelled without 
any payment being made to the said Charles Lefevre in respect thereof. Inasmuch as on 
the Twenty-ninth day of April last there was an extraordinary drawing of Fifty thousand 
pounds nominal of the bonds of One thousand eight hundred and seventy Loan, payable the 
First of July One thousand eight hundred and seventy-one, the trustees shall immediately 
upon the execution hereof hand to the said Charles Lefevre in cash or bonds of the said 
loan at the price of Seventy-five pounds (at the option of the said Charles Lefevre) a sum 
equal to the nominal amount of so many of the said drawn bonds as had been issued on 
the day when the drawing took place, in order to enable the said Charles Lefevre to make 
due provision for the redemption thereof. 


16, The trustees shall pay all sums of cash which shall from time to time eome’to their 
hands under any of the trusts and provisions of these presents into the said aceount, which 
shall be opened in their names with the London and County Bank. 


17. The trustees shall deposit the bonds of the loans of One thousand eight hundred and 
sixty-nine, and One thousand eight hundred and seventy, which for the time being shall 
be in their hands or under their control unissued at the London and County Bank, 


18. She trustees may act in the trusts of these presents either jointly or separately as 
may be found most convenient from time to time, and may appoint any agent or agents 
to represent them and act for them in Paris or elsewhere, and pay such agents their 
remuneration out of any trust monies in their hands. 


19. The trustees shall not be responsible or liable for the misapplication or non-appli- 
cation of any of the monies or bonds which shall be vaid or handed over by’them as 
aforesaid, nor shall the said trustees be responsible or liable for any monies or bonds 
other than or beyond those that shall actually come into their hands and possession anid 
be acknowledged by them in writing to have been received by them, nor shall the said 
trustees be responsible or liable for the failure or default of any banker, broker, agent, or 
other person, with or to whom the sums of money and bonds for the time being, subject 
to the trusts of these presents, may have been paid or handed over in pursuance of any of the 
provisions hereinbefore contained, or may have been otherwise properly deposited with or 
entrusted to, or for in anywise whatsoever, the loss of any part of the said sums of money, 
or any of the said bonds, unless the same shall happen through their own wilful neglect 
and default. : ; 
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20. If either:of them the said James) Ford and John Widdecombe shall’ die: or desire to 
he discharged from, or refuse or become incapable to act any further in the trusts. of. these 
presents, the Minister may with the consent in writing of the said Charles Lefevre: appoint 
any other persons or person to be trustees or trustee of these presents in their or his place, 
and thereupon the sums of money and bonds for the time being, subject to the trusts of 
these presents, shall be paid and delivered to such new: trustees or trustee either solely or 
jointly with the surviving or continuing trustee (as the case may require), to be held and 
applied upon the trusts and for the purposes hereinbefore provided in the same manner as 
if such new trustees or trustee had been originally appointed and named as_ trustees, or 
trustee in and by these presents. 


21. The trustees shall have power to give receipts, releases and effectual discharges for 
any monies, bonds, or other securities which they may receive, and no. person paying to 
them any monies or delivering to them any bonds, securities, or other trust premises shall 
be obliged to see to the application of the monies, bonds, or securities. so paid or delivered, 
and neither trustee shall be accountable for the other of them, notwithstanding he may 
have express or implied notice of the misapplication or non-application. of the trust premises, 
but each shall be solely accountable for his own acts and defaults only. 


22. Should either of the trustees deem it expedient in the interest of the trust to autho- 
rise his co-trustee to act on his behalf in his absence, he is, hereby authorised to do so,,and 
such acts as the said trustee shall then perform shall be deemed to be binding on both 
trustees. In. witness whereof, the said parties to these presents have hereunto set their 
hands and seals the day and year first above written. 


The First Scnepute to which the foregoing InpenrurE refers. 
Parr I, 
Instruments relating to the Loan of 1867. 


InpEentuRE, dated 30th June 1868, and made between his Excellency Monsieur Victor 
Herran, Minister Plenipotentiary of Honduras at Paris, and his Excellency Don Carlos 
Gutierrez, Minister Plenipotentiary of Honduras at London, both acting in the name and 
for, and on behalf, and as the duly authorised representatives of the Government of Hon- 
duras. of the one part, Messieurs Bischofisherm & Goldschmidt of the second part, Wil- 


liam: Henry Cotterill and Henry Luke Robinson of the third part, and Charles Lefevre of 


the fourth part, and the several agreements recited or referred to therein. 


Letter dated the 15th October 1869, signed by Messrs. Bischoffsheim & Goldschmidt, 
Messrs. Waring Brothers, and McCandlish, Mr. Lefevre, and Messrs. Waring Brothers, 


and Letter of Don Carlos Gutierrez of same date. . 


Parr II. 
Instruments relating to the Loan of 1869. 


Agreement of 19th December 1870, between Don Carlos Gutierrez of the one part, and 
Messrs. Bischoffsheim & Goldschmidt of the other part. 


Agreement dated 21st April 1871, and made between Don Carlos Gutierrez of the one 
part, and Charles Lefevre of the other part. 


Part III. . ; 
Instruments relating to the Loan of 1870. 


Agreement dated the 17th of June 1870, and made between Don Carlos Guiterrez of the 
one part, and Henry Louis Bischofisheim on behalf of himself and his copartners, con- 
stituting the firm of Bischoffsheim & Goldschmidt of the other part. 

Supplemental agreement of same date, and made between the same parties, 


Agreement of the same date, and made between Don Carlos Gutierrez of the first part, 
the said Henri Louis Bischoffsheim on behalf of his said firm of the second part, and the 
said Charles Lefevre of the third part. 


Indenture of same date, made between Don Carlos Gutierrez of the first part, the said 
Charles Lefevre of the second part, and Leonard Davids and Lawrence Lord Barnes of the 
third part. 


The said agreement of 21st April 1871. 
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The SeCcoND SCHEDULE to which the foregoing INDENTURE 


When Due. 


21 April 1871 


- 


1 August 1871 - 


1 January 


1 March 1872 


1 July 1872 


1 August 1872 


These 


figuers 


are subject to ad- 


justment by the 


official certificates 
of Mr. Brunlees, 
the Government 
engineer. 


1872 


Signed, sealed and delivered by the above-named James Ford and John 
Widdecombe, in the presence of 


Re-signed, re-sealed, and re-delivered by the said Don Carlos Gutierrez, 
Henri Louis Bischoffsheim, Messieurs Bischoffsheim & Goldschmidt, and 
Charles Lefevre, (the names “James Ford and John Widdecombe 
having been respectively previously substituted as trustees for * David 
Morier Evans, and Thomas Stephen Evans”’), ia the presence of 


A. G. Hilldrup. 


Sinking Fund - - - 
Interest on - - meted 2 1869) 55 
Interest on - - - - 1867 Loan 
; Sinking Fund - - = J1867 Wiis, 
Interest on - - - - 1870 Loan 
Sinking Fund - ee = 870 peasy 
Sinking Fund - - - 1869 Loan 
Interest on - - - - 1869 ,, 
Interest on - - - - 1867 Loan 
Interest on - - - - 1870 Loan 
Commission for paying both Coupons - 
Sinking Fund . . - 1869 Loan 
Interest on - - . = A869, 
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Balance of Account due to 
Charles Lefevre - ~fwite sad 
1869 Loan | 


37,350 
83,000 


50,000 
30,000 
125,000 
75,000 


37,350 

83,000 
50,000 
125,000 
20,000 


37,350 
$3,000 


One Year’s Interest Federal Debt = - 
£. 100,000 for Government - - - 
Contracts with Waring & M‘Candlish re- 


maining to be paid on first section - =| 
Ditto on second ditto - - - - 
Ditto on third ditto - - - - - 
Mr. Brunlees salary as engineer : 
First section - o£. 1,870) 
Second ditto - - 16,000 | 
Third! 145; - - 238,000] | 


CARLOS GUTIERREZ. 
Minister Plenipotentiary of Honduras. 
H. L. BiscuorrsHeim. 


BiscHorrsHeim & GOLDSCHMIDT, 


—— 


refers. 


1,678 


120,350 


280,000 


120,350 


195,000 


120,350 
5,400 
100,000 


| 
— 


1,644,759 


40,370 


(Ls. ) 


(LsSs)s 


(by H. L. BischorrsHEim). 
Cuarwes LEFEVRE. 


JamEs Forp. 


JoHN WIDDECOWBE. 


H. P. Sharp, 
92, Gresham House, Old Broad-street, London 


(1.8.) 


(L.8.)) 
(L.8.) 


(1.s,) 


John Widdecombe, 
92, Gresham House, London. 


A. G. Hilldrup, 


Clerk to Messrs. W. & H. P. Sharp, 
92, Gresham House, Old Broad-street, London, 


Signed, sealed, and delivered by the above-named Henri Louis Bischoff-. 
sheim and Charles Lefevre, in the presence of 


Signed, sealed, and delivered by his Excellency Don Carlos Gutierrez in: 
the presence of 


I, William Duff, of the City of London, Notary Public, duly admitted and sworn, «lo 


hereby certify that the foregoing is a true and faithful copy of the original deed of covenant 


and declaration of trust, dated the Twenty-seventh day of July One thousand eight hundred: 


and seventy-one; whereof it purports to be a copy. In witness whereof, I have hereunto 
set my hand and seal of office at London, this Ninth day of August, in the year of our Lord 
One thousand eight hundred and seventy-one. 


In testimonium veritatis, 


(1.8.) 


William Duff, Notary Public. 
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Appendix, No. 7. 


PAPERS handed in by Mr. Hart. 


ae Bae 


London, 26 August 1870. 
Receivep from J. Hart & Co., bill of lading for 470 tons fustic, per “ Queen of the 
South,” from Amapala to London. 
For Bischoffsheim & Goldschmidt. 
J. Wynne. 


Se Ny ee 


ade 


Suippep, in good order and condition, by P. Leitzelar for acc. Comité empresario, on 
board the English bark called the “ Queen of the South,’ whereof John Wynne is master, 
now lying at the port of Amapala, and bound for London. 

To say: 

A full and complete cargo of fustic, said to weigh 470 tons, being marked and numbered 
as in the margin, and are to be delivered in the like order and condition at the port of 
London (the dangers of the seas only excepted), unto order, or to assigns, he or they 
paying freight for the said , as per charter party. 

In witness whereof the master or purser of the said vessel hath affirmed to six bills of 
lading, all of this tenor and date, one of which being accomplished, the others to stand 
void. 

Dated in Amapala the 14th day of July 1870. 


Weight unknown. John Wynne. 
Deliver to the order of Messrs. J. Hart & Co. 
Pedro Leitselar. 
cer oe Lay 
(Translation. ) 
Dear Sirs, Amapala, 24 May 1870. 


I RECEIveD yours dated 15th ult., and note that the bills of the value of 2,0001,, 
drawn by the committee of Honduras in my favour, and on Mr. Carlos Gutierrez, have been 
protested for non-acceptance. 

This I informed the committee here, and the committee answer me that they write to 
Gutierrez to cover said bills, because they are drawn in virtue of a business trausuction, 
and under no pretext can be repudiated. Ido not doubt that they will be paid; nevertheless 
I am now loading a ship that will carry more or less 500 tons of timber, and the bill of 
Jading will be endorsed to your order, and if Gutierrez pays the bills to your satisfaction, 
then the bill of lading is to be endorsed to Messrs. Bischoffsheim & Goldschmidt by you, 
otherwise the cargo must be sold for account of whom it may concern. 

By the next steamer I shall send you an order, and as I await the protests, as soon 
as they arrive I shall see on what point Gutierrez bases the non-acceptance, and directly | 
shall take my precautions ; as part of the freight is paid by the committee, I believe I shall 
not lose in the shipment of timber in case it may have to be sold for my account. - 


Yours, &e. 
Messrs. J. Hart & Co., London. (signed) Pedro Leitselar. 
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ey goes 
(Translation.) 


Dear Sirs, Amapala, 12 July 1870. 

I wave received advice from the Government assuring me that the bills will be 
covered. 

To-morrow I conclude the loading of the ship, and by the next steamer I shall remit 
you the bills of lading; and when the bills of exchange are paid to your satisfaction, you will 
endorse the said bills of lading in favour of whoever pays the bills of exchange, otherwise you 
will sell the cargo on account of whom it may concern, and. place the proceeds to the credit 
of my account, after having paid the freight, also the part of the freight which the Com- 
mittee have paid beforehand; and in casé there should arise a balance due to the Committee 
after paying demurrage at the rate of 10 dollars per ton, free of all expense, I shall pay here 
the balance which results. 

I am, &c. 
Messrs. J. Hart and Co., London. (signed) Pedro Leitselar. 


sayy ees 
( Translation.) 
Via Liverpool and New York. 


Dear Sir, r 19 July 1870. 
WE confirm our last letter of the 16th instant, duplicate of which we enclose. 
To-day we beg to inform you that having received the cash for the bills on Mr, Carlos 
Gutierrez for 
a; ange aot fell due yesterday, 18th instant, we have credited your account with 
600 


2,000, together, total amount, and are glad that this matter has been satisfactorily 
concluded. 


Awaiting your agreeable news and commands, 


Weare, &c. 
Mr. Pedro eitselar, Choluteca, Honduras. (signed) J. Hart & Co. 
pose yee 
(Translation. ) 
Dear Sirs, Amapala, 15 July 1870. 


I encxose the bill of Jading im conformity with my advice to you in my former letter, 
with the difference that the captain has not required funds here, and therefore has not had 
the 150 7. that by the contract he ought to receive. 

I wish you to insure the shipment for that which you believe proper; it seems to me 
that it ought to be for 1,000/., but you will know better. 

ap Yours truly, 

Messrs. J. Hart & Co., London. (signed) Pedro Leitselar. 


Received in London, 24 August 1870. 


NT gee 


(Translation.) 


Dear Sir, __ 1 September 1870. 
We enclose duplicate of our last letter of the 1st August last, which we confirm, and are 


favoured by your two esteewed letters of the 12th and 15th July last, contents of which we 
note :— 


* * * * * * * * 


Your second letter brings us bill of lading of the shipment of wood, and we note 
your observations. We have transferred said bill of lading to Messrs. Bischoffsheim & 
Goldschmidt, of which we suppose you will approve. 

Without anything further, 


Weare, &c. 
Mr. Pedro Leitselar, Choluteca. (signed) J. Hart & Co. 


STATEMENT of Casu received on First Section of Honpuras RalLway. 


1868: 
10 November 


1869: 


20 July - 
19 October - 
15 December 


1870: 


7 January - 
11 February 


8 March - 
8 April - 
16 May - 
7 June - 
5 July - 
8 August - 


20 September 


1871: 

22 February 

1 March - 
LF) ae 

38 April - 

2June _- 
ET ys = 
QQ tes = 
SU oe - 
sl July - 
12 August - 
23 September 
29 ” 


23 December 
20. ws 


T8772: 


12 August - 
16 September 
16 October - 
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PAPER handed in by Mr. Waring. 


The Trustees, Advance - - = 
= ‘Ditto No. 1 Certificate - = 
- Ditto Nos. 2 and 3 Certificates 


= Ditto 


- Ditto 
=» Ditto 
See Dnt 
- Ditto 
- Ditto 
- Ditto 
=) Ditto 
- Ditto 
- Ditto. - 


No. 4 Certificate - = 


No. 5 Certificate - - 


” 6 ” hy Py 
” 7 ” = ‘ 
” 8 ” i a 
” 9 ” a my 
” 10 ” * ms 
” ur 9 i '* 
ye 3 - 


3 
on account 


Waring Brothers - = : 5 


. Ditto - = ss m n 
- Ditto - - 3 : - 
Ditto - - = 2 s 
= Ditto - - - - - 
* Ditto - - - - - 
= Ditto - - = = - 
= Ditto - > - - : 
<« Ditto ENE vero ee 
- Ditto - > - - - 
- Ditto - - - - - 
- Ditto - - - - - 
The Trustees, Balance of No. 18 to 
Certificate. 
Waring Brothers - - - = 
The Trustees, 70 per cent. of 8,000/, - 
E  Ditto -~ 70 is 4,000 1, - 
- Ditto 70 s 4,0001, - 


Vee 


No. 13 Certificate 


5,600 
2,800 
2,800 
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CASH received on SECOND SECTION of HonpDURAS RaILway. 


1870: ae g. ds 
17 March - - | The Trustees, Advance - ane - ° - 50,000 — —- 
20.JUDe 8 = leu Ditto, Now Certificate Ac 4ad gah of sd ILJSsl eS 
6 October -|- Ditto, Nos. 2, 3 and 4 Certificates - - = 19,152 - — 
8 November -|- Ditto, No.5 Certificate - -: - - = i a ll 
1871: 
19 January - | The Trustees, No. 6 Certificate = ae Sate ope = 
8 October -[- Ditto - - - Pag 6 Ts - : 20,000 -— — 
25 ego Se peut abies Names Rast o ie. Wor). Bey hl Cee 19,264 - - 
21,December - | - Ditto, Nos. 15 and 16 Certificates - - - 4,250 - = 
1872: 
12 August - - | The Trustees, 23 per cent. of 8,000 0. - of = Lge era bss 
16 September -|- Ditto - - ditto - 4,000/. = ie Oe 920 - - 
16 October ce [cs Ditto - - ditto - 4,0002. - - - 920 - - 


£. to Tea per ee 


A 


CasH received on THIRD SECTION of HonpuRAS RaiLway CONTRACT. 


1871: 
18 January - | The Trustees ~ - - - : - ie 
19 April - -|- Ditto - - - - - - 
7 June - -|- Ditto - - - = 4 5 
6 July - - iz Ditto - - - 5 es 2 
18 August - iy ee Ditto - - F ; ss 5 
23 December - | ~ Ditto - - Z = 2 : 

S722 


12 August - - | The Trustees, 7 per cent. of 8,000 7. - - 


16 September - | - Ditto - ditto - 4,0002 


16 October =i | Ditto - ditto - 4,0002- = 
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PAPER handed in by Mr. Waterhouse. 


Tor Honpuras Raitway Loan, oF 1867. 


Summary of Receirrs and EXPENDITURE, as shown by the Books of the General Trustees, 


Dr. to 5th of August 1871. Cr. 
, In CAsu. In Bonps. In CASH. 
RECEIPTS: EXPENDITURE: 
Ly and. £. 8. d. Ihe 38 Edo. ip 
fo Deposits on Application and Allot- By Stock exchanged for Scrip - - 39,500 —- — 
ment - - - - - - 69,345 - - 
By Bischoffsheim & Goldschmidt Sus- 
2nd Instalment... - A Srp e20 = a pense Account - - - - =), = cS 113,548 7 3 
Ditto, Bonds to exchange for Scrip 10,000 —- _ 
8:d__— ditto - - - 150 - - ; 
Ditto, on account Commission and 
Fully paid up Scrip - = 30,400 - - Expenses of selves and Lefevre - 108,500 - 16,849 11 10 
146,115 -— - By Bonds sold to Lefevre - - - 631,200 — _ 
To Paris Receipts - : - pales = -| 3,665 17 8 ¢ ag re £, o 
175,700 at 68 12 120,580 4 
A Sale of Bonds tra - |469,4438 4 —- ; ‘ 
To Cash received on Sale of Bonds, as per contra ’ 455,500 at 7612 348,913 - 
Toproceeds of SaleofOre - - - - - 861 - 5 
£. 631,200 £. 469,448 4 
7 
By Railway Trustees - - - -| - - 298,080 3 4 
By Contractors - - - : 200,000 — —_ 
By Bischoffsheim and Waring Interest 
Account - - - - - -| - - 1100,245 3 7 
By Government Trustees - - -| = - 18,857 19 11 
By Government Bills - - - -| - - 20,000 — —- 
By C. J. Lefevre, on account of Govern- 
ment Trustees - - - - -| - - 12,759 12 - 
By Expenses of Mines - - ° -| - - 230 GF i= 
By,J. Brunlees =) = = = warmly - 18,630 - - 
By Interest in part payment of Instal- 
is ments, Bond Stamps, and other Ex- 
j penses - - - - - a “ 5,797 5 2 
By Federal Debt Interest; 30th March 1870 | - : 25700 == 
By Cost of Stock purchased to exchange 
for Serip - - - - - -| - - 782 6 8 
By Trustees’ Remuneration - zi -| = - 4,854 17 8& 
By Bonds cancelled, being drawa before 
Issue C ~ - - - - 10,800 = = 
By Balance transferred to New Trustees, 
5th August 1871 - - - -| - - 7,588 8 8 
£. |620,085 2 1 £. | 1,000,000 — — |620,085 2 1 


—— 


London, 10 April 1875. 


ee EEE SEEEEEEEEEEEEEEEEED 
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Appendix, No. g. Honpuras Rartway Loan, 1867. 


SraTEMENT of Bonps Sold or Issued, and Market Prices at the time of Sale. 


Nominal | Nominal Valu 


Value of of those ies 
Date. those Sold |} exchanged for Sold by the Trustees at Marke, Fae 
to Serip, given for} ~ Date of Sale. 
Lefevre Commissions, . : 
and others. (cee 
a a i a a 
FOR £. oe Ss Su, Si de een Liege Sc. Os 
30 July 1868 { 36,200 ) 3 
to 114,800 |: 68°I2 "| -785752" 16 85 =] ‘97,580 <> = 
19 July 1869 | 10,000 
114,800 46,200 
804% “4 6,000 | - 3 S i, 4,116 - -— 83 = 4,980 -— — 
2 August 5S 6,500 | - - - % SABO) =) = 83 = 5,395 — 
ei aie 5 - 4 200 
hte. . TPbbal oe Lhe gs i, 195005} = "= |*$3 Si eaaeos — 
ig “NS K. - é 2,000 | 
fr & . ‘ 100 
17**.,, + oars aeee ae 4 960' 8 -| 63 = umGg. . 
1 September ,, 10,900 | - - - + 747 Oh Sot 83) einer - + 
1 GF Ls DBVEDO os eros hid i» 12,759/12 ~ | O80 eiigeea es 
28 October _,, - - 600 
28. aw, ‘ BEGrehs akeuerta, wT C12 459 12 —| 85 = Bee | m 
ga) kt R : : 4,200 
8 November ,, - - 1,000 
12 OF ” 25,200 | - - - b> 19,3803. 4 —- 85 5 | 21,488 - - 
19 ee aes ' 2,300 
30 # 100,900) - «= , 77,289 8 -| 8510 | 86,269 10 —- 
30 eta - - 10,000 é 
15 December ,, 138,000 | - “ 2 § 105,708 - -—| 85 15 |118,339 -— —- 
15 » ” PEE 91,000 
23 ” ” as ~ 300 . 
380 5 » 85,300 | - w . sj 27,039 16 —| 86 — | 30,358 - — 
475,700 157,900 
26 February 1870 177,820 | - e - 99 13,267 2 5& 81 -—! 14,029 4 - 
O50 ae - s 100 ; 
29 Mare os BROBOA Lorne wroy “3 917,482'18° 7) 85 = eee ie 
12 April bi 23,100 | - = 2 9 17,694 12 -—]| 8410 | 19,519 10 —- 
Ne as ” 300 | - - 5 ” 299116 = 84 10 2538 10 —- 
28 ” 9,400 | - - - ” 7,200 8 = ae CACO O mn it 
12 May 9 4,100 | - - - ” 3,140 12 = 83 = 3408 T= ~ 
26 os 18,000} +. - - ” 13,788) — = '| (86) gaia Omeccre 
26 4, — os 50,700 | - 5 3 a 38,836 4 — 86 —'| 438;602 -— —- 
29 June ss 4,600 | - - - ” 3,523,12 - ||. 86 = Geeeee = 
631,200} -. - sale - | 469,443 4 -| - - |537,004 14 — 
Issued to Waring . 
19 November | 
| ‘ 
Hate ATE Fie , aS ORS Ua. - |153,200 -~ -] 85 -|170,000 - - 
ary and June, 
1870. Gal. = 
Total Sold - 4 981,900 |x. -.adakih~ | = (629,645. 4 =} 2 . {707,004 14 = 
Drawn and Can- 10,800 (ia rea amr nenees roe | 
celled. 
Other Issues - 158,000 | - 3 Sd ge Pains ares aN ts i ~ |622,648 4 — 
£. | 1,000,000 


Excess of market value over cash re- 
ceived by the Trustees - 2 of) a a a Ga aOn — 
Add 8/2. on 455,500/, bonds at 
761, 12s., which C. Lefevre was to 
have returned tohim~ - - -|[- ib: ain 


yy ee OSA een i 


£, | 120,801 10 - 


THE Payments to the Bankers 
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on Allotment of the Stock were, including 594 J. Discount, as follows: 


oe Ge 
Ist Instalment, 25th June 1870 -—  - & - l15percent.on - - - - 2,341,900 | 351,285 
nd, ae ee . See es ~ 7, 128,800 12,830 
Seb 3 eee ye oe 1 “9 eet = oe 118600 11,860 
4th Sy, en ree b a. A NS ig Mae I 103 16,605 
Sth si, Ist Nov. 5 - - - -° 15 be 2) 2tGch = «| 100,400 15,060 
Final _,, “GOR SER aeons fi ., aE eh cet Tint chet~"" O0,600 18,740 
BO 7c 421,380 
While 108,312 /. Stock was applied for in full, producing at 80 per cent. - - - & = - 86,650 
ToTaL Recuiprs - - - £.| 508,030 
In July 1870, 370,000 l. was advanced to C. Lefevre for Scrip Purchases, afterwards credited him, as 
follows t= 
£. 
21,879 certificates, 157. paid - - - - - - - - - - - 328,185 
29 ” 21 4 = = E- C - - - - - - 725 
328,910 
Leaving - - - £. 179,120 


For which Bonds for 223,900 7. were subsequently issued through the London and County Bank, 


Tur Honpuras Rartway Loan of 1870. 


SUMMARY of Recerrrs and ExPeNDITURE, as shown by the Books of the General Trustees, 


Dr. 


RECEIPTS: 


To amount received on allotment and on 


instalments, including 5947. discount, 
per contra 


To Cash or other credits in account for 
Bonds sold, as per contra = - - - 


To proceeds of Government produce - - 


To Interest on Balance at Bankers - - 


London,.10 April 1875. 


to 5th August 1871. Cr. 
In CASH. In Bonps. In CasuH. 
EXPENDITURE: 
£. Cant! Ly s. d. £. s. dd. 
By Bonds exchanged for Scrip - = = 223,900 - —- _ 
By C. Lefevre, advanced against 328, ee 
508,080 - — Scrip purchased - - - - 870,000 - -~ 
By Bischoffsheim & Goldschtaity balance of ; 
an advance of 47,0001. - - -| - - - 23,298 13 9 
a : < = 3 * 9 one aan 
576,480 - - By Bonds sold 722,300 
Gees £. 
6,092 16 2 695,100 at 80 -  - 556,080 
27,200 at 75 - - 20,400 
42 811 £. 722,300 £. 576,480 
By Railway Trustees-  —- e - = 40,000 —~ ~ 
By C. J. Lefevre for Interest, Ist January 
andist July187l- = = + - - - 250,000 — - 
By Government Bills and Expenses - =vfails - - 19,046 4 ~ 
By Drawings—81st December 1870 - 58,900 - - 16,100 - ~ 
fA 830th April 1871 - - - SBA) _ 
By Commission : sae £, 
5 per cent on 2,500,000 7. - 125,000 
On payment of interest, sos 
1870, on 1867 Loan - 10,000 
Do. , July 1871 do. = 10,000 
Do., July 1871, on 1870 Todas 10,000 
Credited C. Lefevre in excess 
of amount required for draw- 
ing, 81st December 1870. -- 58,900 
z - - - | * 213,900 — — 
By Printing and Stamping Bonds - -| - - - 7,500 - — 
By Interest on Federal Debt == - - - = 5,400 - - 
By Interest and Drawing of 1867 eden} 
31st December 1870, and Ist July1871 -| - - - 130,000 - —- 
By Discount on Instalments of Scrip - =| = - - 594 - - 
By Trustees’ Remuneration and Expenses - - - 4246 3 6 
By Balance in hand, 5th August 1871 - - | 1,461,800 - - 10,560 3 10 
. | 1,090,645 6 1 £. | 2,500,000 - - | 1,090,645 5 1 


——— a neErneneiammmnel 


Price, Waterhouse & Co. 
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Appendix, No. g. . 


Honpuras Rartpway Loan, 1870. 


STATEMENT of Bonps issued to 5th August 1871. 


- At Times 
when 
Cash the Market 
Price would 


Received. give 
a Value of 
about 
n—eKee 
£. £. eon £. 
From 12th October to 31st\exchanded for Scrip | 223,900 |at8s0 -| 179,120 
December 1870 - -fissued to Lefevre - | 410,000 |at8O0 -| 828,000 | 339,160 
633,900 
bie wn a se one issued to Lefevre - | 312,800 |atso&75| 248,480 | 252,930 
946,200 £. | 755,600 
There were drawn and cancelled— 
*\ 80th December 1870 - - - £.58,900 i 
Ist July 1871 + - Pit Uris) 88,100 
92,000 
Leaving on 5th August 1871, the date to which 
the accounts of the Trustees (Davids and 
Barnes) extend— 
In the hands of the Trustees - £. 1,084,600 
Ditto of Bischoflsheim 
& Goldschmidt - - 377,200 
1,461,800 


£. | 2,500,000 


Se eer ee sedate 
PAYMENTS to CONTRACTORS and of InrEREST and Drawines 


To which the Proceeds of the Loan either are shown to have been, or may have been, 


Appropriated. 
Be Le z. 
Out of the sum which the 2,500,0002. was to produce at 
80, viz. - - - - - - > - eg = 4 - | 2,000,000 
The Contractors received up to 5th August 1871 - - 40,000 
And they subsequently received, but whether out of this 
Loan or the French Loan, is not clear - - - 105,254 
145,254 
The Interest and Drawings on the Bonds placed at the date 
of each payment of interest or drawing, to the date of the 
last payment of Interest, amounted as per approximate 
calculation to : ‘ 
Drawing, 30 December 1870, as per books - - - 16,100 
Interest, 1 January 1871 - = = - a 5 31,695 
Drawing, 30 April 1871, as per books - 2 = - | * 16,900 
Interest, 1 July 1871 - - - - - = 47,310 
Drawing, 30 September 1871 - - - - & 24,600 
Drawing, 80 December 1871 - - - - - 70,000 
Interest, 1 January 1872 - penis - - - 99,700 
Interest, 1 July 1872] “Sindh Te SHeROONL © 


- =| -118,1968 
— 418,430] 563,684 


eee 


Leaving a Balance to be accounted for of - - - £. | 1,436,316 


Ls 
* The Books do not show by whom this sum was paid. 


ee 


a 


PAYMENTS to Sth August 1871, other than those to Contractors, or for Interest and 


15 July 1870 


7/15 July ,, 


22 Aug. 5, 
Oct: 5, 
17 Nov.  ,, 


18 June 1871 


13 ” 7 
1 Dec. 1870 
1 Dee. , 5, 


5/18 June 1871 


The Government Produce and Interest received to 5th August 1871, 
6,1352. 5s. 1d. 


0.64. 
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Honpuras Raibway Loan, 1870. 


é 


Drawings on that Loan. 


(The Payments being either in Cash or in Bonds at 80.) 


Cash to Bischoffsheim & Goldschmidt - - 


Less received, August 22nd_ - - - 


Cash to Lefevre - - = = - - 

For which he is medics oe a ate 
chased - - 

Cash for Printing and Stamping Bonds - 


Commission 5 per cent. on total amount of 
Loan - - . - = : 2 


Commission for paying Interest, year ending 
July 1870, on 1867 Loan =, ae - 


Commission to Bischoffsheim & Goldschmidt, 
for paying Interest, year es Ist J uly, 
on 1867 Loan - - = 


Commission for paying Interest on 1870 
cade el a a 


Excess of amount paid to meet Interest, due 
Ist January 1871, viz. - > - : 


Over the amount of cash required calcu- 
lated on Bonds then sold or issued - 


Ditto, Drawing, 30th December 1870 - 


Amount required, as per Books - - 


Ditto, Interest, Ist July 1871 = - - . 


Amount required, calculated on Bonds 
then sold or issued - - - - 


Interest on 1867 Loan, Ist January and Ist July 1871 


Drawing ditto December 1870 - 


a 
Interest on Federal Debt, October 1870, and April 1871 


Government Bills and Expenses, at various dates 


Trustees? Remuneration, 


ZZ 


iow sg: 0.8: £ Reed: 
47,000 - - 
23,701 6 8 
23,298 13 9 
370,000 - —- 
328,910 - —- 

——| 41,090 - - 
ate we 7,500 = - 
Senger 1 125,000" = — 
to Ro) ak 110,0008 =. 
RY Sl 10,000 = = 
UOT? DEG OOO me fl 
125,000 - — -— 
$1,695 =. = 

93,205 — — 
75,000 - — 
16,100. =- - 
—_—| 58,900 —- —- 
125,000 - - 
47,310 —- = 
| 77,690 - - 
456,788 13 9 
_|100,000 - — 
SF: 4. '30,000 4 = 
.| 8,400 —. = 
a Soh 19046. 4 - 
4,840 3 6 

£. 616,070 1 38 

amounted to 


Office Expenses, and Interest paid - 
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{ 


Appendix, No. 10. . t 2 = x : 


PAPERS handed in by Mr. Waterhouse. - - - = -~ 


THE HONDURAS GOVERNME! 


Dr. SUMMARY of the Recriprs and Expenpiture of Mes: 
Bonds. 
boy 
RECEIPTS; 
To Amount received from the late Trustees, 5th August 1871; 
: fe, peas 
Cash——Balance in hand from Loan of 1867 - - - - , 7;588729) a8 
Ditto: from Loan of 1870 - - Pi alte - - 10,560 3 10 
From Bischoffsheim & Colic on Account of 
1869 Bonds - - - = - - - 9,624 15 10 
Bonds—From Bischoffsheim & Coes 120,237 Bonds of the 1869 Loan, 
of fes. 300, or say 120. each* - - - - - - - | 1,442,844 


From Davids & Barnes, 14,618 Bonds of the 1870 Loan, of 1007. each 1,461,800 
Bs Proceeds of Bonds sold, as per contra - - - - - - - - 


1,272,605 8 


», Banker’s interest - hate figs - - - = - - - - - 497 15 


— 


1,300,876 11 


* The Loan was one of 207,509 Bonds, or 2,490,108 7. ; the balance had apparently been disposed of im Paris, 


London, 23 June 1875. 
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ae - PAPERS handed in by Mr. Waterhouse. 


| RAILWAY LOANS oF 1869 anv 1870. 


Ford & Widdecombe, the Trustees of the “Mixed Fund.” 


SEN a al 
Cash. 
EXPENDITURE. £. £. Sos 
By Bonds sold - - : - - - - - - - - - | 2,884,200 
i Viz.:— £. £. oe. 
i 977,100 of the 1869 Loan.at fes, 140 or fes. 104 per Bond of fes. 300 408,460 8 = 
| 1,407,100 of the 1869 Loanf - - = - : - - - 864,145 - = 
2,384,200 £. | 1,272,605 8 - 
ee 
», Railway Trustees or Contractors - - - - - - - = cat hs . 101,254 - - 
» J. Brunlees Engineer - - - - - - : - - - -j - hs 6,675 - — 
», Interest and Drawings, ag follows - - - - - - - = hes - 879,352 13 8 
Including Interest on 
Woy and Redemption of Bonds 
| at the time in the TTrustoos hands, 
N Paid C. J. Lefevre— £. £. Sard. 
| 1870 Loan, Drawing, 30 April 1871 = - - - ~ 16,900 - = 
1869 ,, Interest, I Sept. ,, - - - 39,545 838,000 - = 
1869 ,, Drawing, 1 Sept. ,, - - - 24,156 psc, edi N ea 
1870 =,, Drawing, 30 Sept. ,, - = - - 24,600 - —- 
1867 ,, Interest, 31 Dec  ,, - - - - 50,000 - - | 
1867° ,, Drawing, 31 Dec. _ ,, > - fe - 30,000 - - 
1870 ,, Drawing, 31 Dec. _,, ~ - - 5,000 75,000 - = 
1870 ,, Interest, IJan. 1872 - - = - 27,255 125,000 - - 
| 1869 ,, Interest, Y Mares os - - e 28,855 83,000 - - 
hI 1869, Drawing, 1Mar. , - - = 19,932 47,350 -"~ 
F 1867. ,, Interest, 30 June ,, rece Phaal Fs - 50,000 -~ —- 
i" 1870 ,, Interest, 1July ,, Coppa iis fs 13,715 125,000 - - 
| 1869 ,, Interest, 1 Sept. ,, & - = 15,521 83,000 = = 
1869 ,, Drawing, 1 Sept. ,, - - - 12,744 37,350 .- - 
i ) ee eee 
£. 186,673 857,550 - - 
} \ — 
Federal Debt Interest to September 1872 - - - - = 7 * 52005 
Bischoffsheim & Goldschmidt: —Sums paid as Interest and Drawings - - 13,702 13 8 
£.| 879,352 13 8 
—————— 
» Payments on account of the Governm ent - - - - - - = No : 39,884 4 7 
. £. Sand. 
;, Commission, 1869 Loan - - = = - - = 61,862 11 1. 
1867 and 1870 Loans - - - - - = 20,000 -— = fe. 
| 1 ee k 71,852 11 1 
», C. J. Lefevre, in repayment of sums advanced prior to August 1871 : = ea = - 57,318 5 10 
. » Stamping Bonds, Exchange, Legal, and Office expenses - = - Seger st - 22,270 18 7 
} £5 4: g¢ a. 
», Salaries, General Trustees = - - - - “ : oe 38201 Ge 
Railway Trustees - - - - : - - $8,088 .6 8 
| REL = USER PT > 12,416 2 8 
» Cost of 15,0002. Federal Stock purchased of J. Hart & Co. - . ome, =litey a - , G00) = i= 
,» Bonds cancelled before issue— Gain 8c de 
1869 Loan, 5,136 - - - = 2 < $ - 61,6382 — - 
1870 Loan, 379 - - - . - - - eet ATG OO eat 
——— 99,632 
» Balance transferred to new Trastees (Pim, Kerferd and Haslewood)— 
i Ese sind. : 
Bonds, 1869 Loan, 33,676 - - - - - ee 4043112) =e 
1870 Loan, 168 - - - - - = 51'6,800;, == 
ee L290 BIS 
id Cash - - - - - - - - - - 2 - -| - - 103,852 15 — 


. ‘ £. 2,904,644 1,800,876 11 5 


nner UUEEEEERREEEEEEEEEREnemememnel 


+ These Bonds under the Trust Deed were to be disposed of at 75 /.; but further discount, amounting to 191,180 4 (including a sum of 50,0002 
A paid in cash to Lefevre), was allowed. Similar discount, amounting to 47,5201, was allowed on the Bonds of the 1869 Loan. 


Price, Waterhouse § Co. 
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Appendix, No. 11. 


PAPER handed in by Mr. Bourke, a Member of the Committee. 


(Translation. ) 


Honduras Legation, 
Cornwall House, Tufneli Park, London, 
My Lord, 24 February 1875. 

I HAVE read in this morning’s papers the motion made in the House of Commons last 
night, by Sir Henry James, asking for the appointment of a Committee to inquire into 
the causes for which some Foreign Loans contracted in this market have broken up, and 
the reasons for which the payment of the stipulated dividends has ceased; the motion of 
the Honourable Member of the House referring chiefly to the Honduras Loans. 


As I have observed that the statement of facts presented to the House by Sir Henry 
James is defective, inexact in very important points, and but slightly impartial in itself, 
I take the liberty of informing your Excellency that I shall consider it a great honour to 


’ furnish the Committee of Inquiry, to be appointed by the House, with all ‘the previous 


proceedings and information, which may throw light upon and facilitate its investigations, 
which may also be of great interest for my own Government, that appears to owe large 
sums, of which it has received only a small part, for the construction of the Inter-oceanic 


Railway. 


At the same time, I have the honour of inclosing to your Excellency a report of some 
extent, which contains the history of those loans for the construction of the railway; that 
printed report is, in its data and previous official proceedings, the basis of the report 
which the Government of Honduras will present to the Legislative Body which is now 
assembled at Comayagua. 


I repeat on this occasion, &c., &c. 
(signed) Carlos Gutierrez. 
The Right Hon. the Earl of Derby, K.c., 
Principal Secretary of State for Foreign Affairs. 


PAPERS handed in by the Chairman. 


SS A acm 


Letrer from the Chairman of the Committee to His Excellency Don Carlos Gutierrez. 


Excellency, House of Commons, 18 March 1875. 
As Chairman of the Select Committee on Loans to Foreign States, I have to inform 
you that if it should be your Excellency’s wish to make any communication, verbal or 
oral, on the subject referred to them, they will be happy to receive it on Monday next, 
22nd March, at 12 o’clock, in Committee Room No. 17 of the House of Commons. At 
the same time the Committee desire to convey to your Excellency that they entirely leave 
to your discretion whether you will honour them with any communication, or no. 


I have, &c. 
(signed ) Robert Lowe, 
To his Excellency Don Carlos Gutierrez, Chairman. 


&e. &e. 


0.64, VAS: 


Appendix, No. 11. 


Appendix, No. 11. 


54 APPENDIX TO REPORT FROM THE 


PEAS ape! 
Letrer from His Excellency Don Garlos Gutierrez to the Chairman of the Committee. 


Cornwall House, Tufnel Park, London, 
Sir, 19 March 1875. 

I wave had the honour to receive the polite communication which you have been 
good enough to address to me as Chairman of the Select Committee of Foreign Loans, 
stating that if I wished to make any communication, verbal or oral, on the subject referred 
to them, they would be happy to receive it on Monday next, 22nd March, at 12 o'clock, 
in Committee Room No. 17 of the House of Commons. 

Since Sir Henry James’ presented his motion to Parliament on the 23rd February, I 
have endeavoured, with all possible speed, to gather data in order to enlighten the Com- 
mittee in matters concerning Honduras and Costa Rica. I have, through the Harl of 
Derby, forwarded information respecting the only Costa Rica Loan contracted with 
Messrs. Bischoffsheim and Goldschmidt, in which I signed the contracts on behalf of the 
Government of Costa Rica, my intervention in the said contract ending with that act. 
With regard to the Honduras Loans contracted with Messrs. Bischoffsheim and Gold- 
schmidt, I have caused a general report, written in December last by order of the 
Honduras Government for their own use, to be translated into English. It would be 
utterly impossible for me to follow up the long thread of interminable inquiries into 
matters concerning Honduras, in which are mixed up in hopeless confusion the most 
heterogeneous data and contracts of a highly serious nature, together with the most 
trifling incidents which have occurred in a period of seven years among hundreds of people, 
the impartial and thorough investigation of which would require several months, and a 
vast number of proofs and explanations which cannot be supplied to a Select Committee 
within so brief a time, and in proportion to the incidents which have occurred in it, for 
I have no precedent before me to enable me to find out in what form I can furnish said 
explanations; also, I do not know how far I may be authorised to furnish them in my 
quality of Minister of an independent State; and finally, I cannot find a precedent in 
English legislation to inform me of how I must proceed to contradict statements made 
with a decided want of impartiality, according to which I am most unaccountably mixed 
up in my private capacity with matters in which I intervened by order and in represen- 
tation of my Government, the only authority to which I have to render an account. 

I have had the honour to forward to the Committee 18 copies, not yet completed 
through pressure of time, of the pamphlet translated into English, and as soon as the 
edition, with the Appendices, be ready, I will hasten to send to the Committee a sufficient 
number of copies. ‘ia 

The Secretary of this Legation was present yesterday, for the first time, at the meeting 
of the Select Committee. On Monday next he will attend the meeting again, in order to 
give some explanations regarding various points which have been touched upon in yester- 
day’s meeting, and in the reports of others. As he is not familiar with the English 
language, he will) make his statements in writing, should the Committee consent to 
receive them thus, and always preserving his diplomatic immunities. 

Allow me to add that I should consider it a great favour if you would kindly procure 
me a copy of the shorthand writer’s notes of the Committee’s proceedings. 

I have, sir, to express to you my most heartfelt thanks for the courteous and delicate 
communication you have done me the honour to address to me, as Chairman of the Select 
Committee, and I avail myself of this opportunity to present to you the assurances of my 
most distinguished consideration, with which, 


I have, &c. © 
(signed) Carlos Gutierrez. 
To the Right Hon. Robert Lowe, Esq., 
Chairman of Select Committee of Foreign Loans. 
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LETTER from the Foreign Office to the Chairman of the Committee on Loans to 
Foreign States. 


Sir, Foreign Office, 8 April 1875. 
I am directed by the Earl of Derby to transmit to you, for communication to the Com- 
mittee of the Honse of Commons now sitting to inquire into the subject of Foreign Loans, 
the accompanying translation of a note which has been received from the Honduras © Apri 189 
| Representative at this Court, forwarding, for the use of the Committee, twenty revised aa 
| copies of the English edition of the work respecting the Honduras Loans and the Inter- 
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oceanic Railway. 


IT an, &c. 
The Chairman to the Foreign Loans Committee. (signed) Tenterden. 


( Translation. ) 
Cornwall House, Tufnell Park, London, 
j My Lord, - 5 April 1875. 
I HAVE the honour to place at your Excellency’s disposal a parcel containing 24 
copies of the English translation of the “‘ Informe Histérico” respecting the Honduras 
Loans and Inter-oceanic Railway for the use of the Foreign Office. Tea 
I also take the liberty of enclosing another parcel containing other 20 copies of the ae 
‘same “Informe Histérico,” addressed to the Select Committee on Foreign Loans, and 
; 


beg that the said parcel may be placed at the disposal of the Committee before their 
sitting of Thursday next. 


i I have, &c. 
| The Earl of Derby, (signed) Carlos Gutierrez. 
wer eG.  &e. 


HISTORICAL ACCOUNT of the Mischances in Regard to the Construction of a 
RaItLway across the REPuBLIC of HonpuRAS; the failure of the Loans solicited from 
the Public to carry out that Undertaking; and the Principal Difficulties which have 

. oceurred at each fresh Combination attempted for the Completion of the Line.—By 
D. Ramon de Silva Ferro, Secretary of the Honduras Legation, &c. &c. &c. 


(Translated from the Spanish.) 


NovE TO THE ENGLISH EDITION. . 


Tus Historical Account has been written by order of the Honduras Government, 
communicated to the Minister Plenipotentiary in London, ina Despatch dated Comayagua, 
the 20th August 1874, and received at the Legation in London at the beginning of the 
following November. i 


On the 4th of December last, the Minister Plenipotentiary in London directed the 
Secretary of the Legation to draw up the said Historical Account in accordance with the 
records in the Archives of the Legation, in time to have it fiuished and printed, and sent 
to the Honduras Government by the mail of the 2nd January last, in conformity with the 
instructions of the said Government, so that it might arrive at Comayagua at the same 
time as the special Commissioner of the Government, Dr. C. E. Bernhard, who had the 
direction of all financial affairs of the Honduras Government in Europe, from the 27th of 
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December 1872 to the 15th of December 1874. Dr. Bernhard left Southampton on the 
171h December last, to give a verbal account to the Supreme Government of the Republic 
of everything connected with the railway and its loans. ' 
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Ramon de Silva Ferro, 


March 1875. Secretary of the Honduras Legation. 
CONTENTS. 
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To THE READER. 


So much has been written, said, and declaimed on the subject of the construction of a 
Railway across the Republic of Honduras; so much has this interesting project been 
opposed, censured, and assailed; so many have been the embarrassments and sudden 
changes which the various projects formed for this purpose have experienced and under- 
gone ; so-considerable the failures which have hitherto annihilated every effort to open that 
railway ; so unsatisfactory, not to say lamentable, the result of the loans contracted to meet 
the expenses of that costly work; and so various, extraordinary, and frequently injudi- 
cious, the public comments upon everything connected with this unfortunate undertaking ; 
that any publication which tends to explain the real causes that have combined against 
the execution of the railway across Honduras, meets a pressing necessity, and may serve 
as a starting-point for ascertaining whether there are still any means of imparting fresh 
impulse to the work by, applying the lessons of the past and adopting a different course to 
conduct it in future. 

It appears that in Europe and in America there has beena fixed and very special design 
to shun the simple reality of the facts; always setting aside the real cause of all the 
disasters, to enlarge upon the results only, and turning round about ina vicious circle, to 
lay the blame of all that has happened, with as much injustice as temerity, on intermediate 
entities, which had no more participation in these unfortunate episodes, than an electric 
wire has in the instructions or transactions which it communicates from one commercial 
house to another on a different side of the ocean. 

The construction of the Honduras Railway has hitherto broken down, because, in truth, 
all the combinations which have been attempted for that construction have broken down; 
because the loans which have been proposed to the public in the European markets have 
broken down. And why have the loans broken down? Do not those loans amount to 
more than 5,000,000 /. sterling? Does not the Government of Honduras still owe that 
enormous sum? Might not the railway have been constructed for half that sum ? Where 
avn wpa millions of pounds sterling been buried; where have they found their resting- 
place? 

It is by the answers to these questions that the mystery must be solved; but the naked 


truth is very sad, it is very bitter; and, the truth once known, the fault of the failure falls 
with 
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with equal force upon all who have interests, rights, claims, complaints, or any participa- 
tion whatever in these matters. It is a kind of original sin, which reaches even the most 
innocent who have anything to do with this undertaking. 

The loans failed because they were based upon future guarantees ; because their condi- 
tions were burdensome and insupportable; because they had not, generally speaking, 
genuine subscribers. The nominal sum which those loans represented was never realised, 
nor even half of it ; and that half could not be applied to the construction of the line, because 
the greater part of it was swallowed up by the interest and redemption paid to the bondholders. 
The Government of Honduras complains that it is still liable for considerable loans, the 
amounts of which it really never received, nor have they been applied to the construction 
of the railway; and it may be added, as Gospel truth, that they never left the pockets of 
the speculators; but the Honduras Government ought to take into account that its special 
circumstances were dismal in regard to a favourable result of those loans. To those 
circumstances, which it would be superfluous to mention, must be added the unusual 
misfortune attendant upon the influence exercised by important political events in Europe 
and America at the most critical period of each of those operations. 

The bondholders raise loud cries because they are not paid interest at 10 per cent. on 
the nominal capital, and because those bonds which they took tn good faith are not redeemed 
at par. Some of the bondholders, indeed, but very few, subscribed and purchased bonds 
at the price of issue, in the hope of getting interest for their money at the rate of 13 or 14 
per cent. per annum, and they did so in good faith; but nine-tenths of the bondholders of 
the Honduras loans have bought them at 60, at 50, at 40, at 30, at 20, at 10, and at 8 per 
cent. of their value, in the hope of gaining 20, 30, 60, or 110 per cent. per annum, and 
with the chance of redemption at par, by which they would gain 100, 200, and even 1,150 
per cent.; for those who bought bonds at 8 per cent. would gain no less than 1,150 per 
cent. if the bonds were redeemed; and there are many who have obtained them at that 
price, and even for less. 

Those bondholders who expect such enormous profit ought to understand that the 
advantages of speculations are in proportion to the risks which are run of their failure ; 
and truly, those who speculate on ’Change, and invest their money in public shares which 
bear 10 per cent. interest, purchasing them for the fifth or the tenth part of their nominal 
value, ought to suppose that there is great probability of losing their money, and they 
cannot complain if that probability becomes a fact. 

Here, then, we have the two extremes, altogether anomalous, which are the real cause of 
the failures in regard to the Honduras Railway ; the Government, which expected to obtain 
loans for the construction of that work, on conditions very difficult to fulfil; and the bond- 
holders, who, relying on suicidal usury, have made that impossible which was only very 
difficult, by reducing the value of those bonds to a ruinous price, at which they received 
them from the trustees of the Government or from their agents. 

In short, the Government thought it could accomplish the construction of the railway by 
‘recourse to Huropean loans which it expected to obtain easily, without any sacrifice, 
without any mischance, without any effort on its part, confiding in the utility of the 
enterprise and in its future proceeds; and the European lenders have tried to obtain a 
colossal profit, by getting the bonds of the Honduras Government, representing amounts of 
which only a small part has been paid; thus ruining the purpose of the Government in 
soliciting those loans, and paying dear themselves for their boundless ambition. 

These two extremes, equally vicious in principle, have been united by a chain of inter- 
mediaries and fellow-workers on both sides, who have stood the brunt of those opposing 
forces, frequently falling into a whirlwind of confusion, of difficulty, and deception, without 
knowing how to get out of it. Not all, perhaps, have conducted themselves with the 
uprightness, with the enthusiasm, disinterestedness, and self-denial, which are required to 
overcome great inconveniences. These qualifications are pre-eminent in the enlightened 
Hondurean D. Leon Alvarado, one of the principal promoters of this undertaking; but 
the evils referred to were inevitable consequences of the very serious circumstances, and 
they would not have existed if the means by which it was intended to construct such an 
enormous work had been a little more solid and to the purpose. 

So many forces have conspired against the success of the Honduras Railway, that even 
a moiety of them would have sufficed to ruin any undertaking. It is not necessary to take 
into account the peculiar circumstances of the Republic, and the incessant revolutions to 
which it has been subject; it is enough to mention the external causes. 

Almost all those interested in other Inter-oceanic lines across America have conspired 
against the success of the railway ; the bondholders themselves, and all the speculators at 
the Exchanges where the loans were announced, have conspired against it; misfortune, 
with wars and public calamities in her train, which prejudiced the operations, has conspired 
against it; former creditors of Honduras for comparatively insignificant sums, in order 
to avail themselves of the opportunity of getting payment by this means, have conspired 
against it; unworthy speculators without conscience, who derive profit by calculating upon 
the fall inmatters which have not the proper solidity, have conspired against it; many persons 
who ought not to have conspired have conspired for the pleasure of doing mischief, and 
not a few from ignorance; and many others have conspired against it for the sole purpose 
of getting paid for the damage they could do. 

The historical account which follows hereafter fully explains the principal events con- 
nected with the Honduras Railway and its loans. It is based upon authentic documents 
and drawn up with impartiality, not with the intention of attacking or defending any 
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persons who have been mixed up in these affairs with more or less chances, with more or 
less misfortune, but for the purpose of affording a little more enlightenment to the present 
Government of Honduras, and also for the information of some private persons who are 
not sufficiently acquainted with these matters, and who lose themselves in a sea of conjec- 
tures, because they see nothing below the surface. 


London, 1 January 1875. 


HISTORICAL ACCOUNT. 


a: 


INTER-OCEANIC Route Across Honpuras.—HistoricaL Norszs, 


THE magnificent maritime ports which Honduras possesses in the Atlantic and Pacific 
Oceans, namely, Port Caballos and the Bay of Fonseca, originated the idea of a grand. 
route for communication between the two oceans, as early as the middle of the 16th 
century, scarcely half a century after the discovery of America. 

The first serious survey for a road across Honduras from. Port Caballos to the Bay of 
Fonseca was made in 1555 by Juan Garcia de Hermosilla, by order of the King of 
Spain. j 

Ta the year 1586 the celebrated Italian engineer, Baptista Antonelli, who erected the 
castle of San Juan de Ulloa, and that of the Moro at Havannah, was commissioned to survey 
the route across Honduras in conjunction with the Spaniard, Juan de Tejada. They sur- 
veyed and sounded the ports at both extremities of the projected line, and they made a 
splendid report in favour of that inter-oceanic way. Many other surveys were made for 
the same purpose in the 17th century; and if the opening of that road was not executed 
by the Spaniards, it was because rivalries had already grown up there, resulting from 
private interests, and because for the time the difficulty prevailed, arising from the fact 
that the ports of Caballos and Fonseca were-too spacious to be put ina state of defence, 
so that ships which were anchored in them might be secure and safe from the attacks of 
the pirates who then invested those coasts. 

The discovery of the auriferous mines of California and the immense importance which 
the emigration from Europe and the United States to the Western shores of the Pacific, 
acquired from that time, again introduced the problem which for a very long time before 
had occupied the attention of the Spaniards; that is, the choice of the best route across 
Central America, or the Isthmus of Darien, for the construction of a railway, or the 
cutting of a canal. which should fully meet the requirements of commerce and the transit 
of passengers. 

In the years 1850 to 1852 the representative of the United States in Central America, 
Mr. E. G. Squier, conceived the idea that it might be possible to make a railway across 
the Republic of Honduras from Port Caballos to the Bay of Fonseca. Adhering to this 
idea, he succeeded in getting a scientific body organised in the United States to ascertain 
the practicability of that line. That body left the United States in February 1853, and 
returned in December of the same year. The report was very favourable; and, in con- 
sequence, Mr. Squier solicited from the Government of Honduras a concession for the 
construction of the road, in favour of Messrs. Robert J. Walker, Amory Edwards, 
A. Miltenberger, James 8. Thayer, Henry Stanton, Fletcher Westray, and E. G. Squier 
himself, General D. José Trinidad Cabaiias was then President of the Republic, and 
D. Leon Alvarado and D. Justo F. Rodas were the Commissioners of the said 
Government. 

Having obtained from the Government of Honduras the concession to construct this — 
railway, on the 28th of July 1853 Mr. Squier formed a company in New York, which 
broke up shortly after, on account of the opposition which it met with from those who 
were interested in and partisans of the Panama Line, and on account of the contempt 
and indifference with which it was received by the speculating public of the United 
States. 

The promoters of this undertaking determined to have recourse to the European 
markets, in order to seek funds to carry it out. For this purpose they commissioned its 
originator, Mr. Squier, to proceed to London or Paris, and bring it before the public in 
one of those capitals. 

After two years of contest and exertion, overcoming difficulties and opposition, he 
succeeded in forming a mixed Company, that is, English, French, and North American, 
with its seat in London, and under the direct sanction of the English Government. Sir 
William Brown figured in that Company as President, and Robert Wigram Crawford, 
Esq., as Vice-president, besides many other eminent men of high social position not sur- 
passed by those of any other Company. 

Here is the complete list of the gentlemen who formed that Company; and who, by 
heir social position, influence, and wealth, constitute an association s0 ia ys 

an 


| 


i 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 59 


* 


and pouath). that no better could be assembled at any place in the commercial Appendix, No. 1s. 


world : 
Sir William Brown, Bart. 
R. W. Crawford, Esq., m: p., London. 
Abraham Darby, Esq., Stoke Sourt, Slough. 
John Pemberton Heywood, Esq. (Heywood, Kennards, & Co.), Lombard- 
street. 
Charles Holland, Esq., President of the Liverpool Chamber of Commerce. 
Thomas Sanden Kirkpatrick, Esq., London. 
M. T. Weguelin, Esq., London. 
Charles F. Moulton, Esq., Paris. 
John Lewis Ricardo, Esq., M. p., London. 
Major General Tremenhere, London. 
William Wheelwright, Esq., London. 
Joseph Robinson, Esq., Ebbw Vale Company. 


It was Lord Clarendon himself, then Minister for Foreign Affairs of Great Britain, 
who induced Sir William Brown to undertake the Presidentship of the Company, and 
gave, on his part, all the facilities in his power in order that the construction might be 
carried on. 

On the 20th of August 1856, a treaty of friendship, commerce, and navigation was 
concluded between Great Britain on the one part, represented by Lord Clarendon, and 
the Republic of Honduras on the other part, represented by the Minister of Honduras 
in London. That treaty established the neutrality of the Railway across Honduras,» 
under the protection of Great Britain, with other conditions favourable to the development 
of commerce and free trade by the said line. The United States and France concluded 
similar treaties soon afterwards. 

By another treaty of 28th November 1859, in consideration of the peculiar geographical 
position of Honduras, and to secure the neutrality of the adjacent islands with reference to 
any Railway or inter-oceanic line across Honduras, Her Britannic Majesty’s Government 
agreed to recognise the islands of Roatan, Helena, Barbarota, Guanajo, Utila, and Morat, 
known as the Bay Islands, and situated in the Gulf of Honduras, as an integral part of 
the said Republic. 

By another article of the same treaty, the English Government recognised the 
sovereignty of the Republic of Honduras over the territory inhabited by the Mosquito 
Indians, comprised within the limits of the frontier of the said Republic, whatever they 
might be. 

in this manner the difficulties were amicably settled which existed between Great 
Britain, Central America, and the United States. 

This restitution of the Bay Islands and the Mosquito territory to the Republic of 


~ Honduras, on the part of England, was the first advantage which Honduras obtained 
from the project of opening an inter-oceanic railway across its territory. 


The company having been formed in London, and at the personal expense of its directors, 
who laid out some 80,000 /. upon it, a complete survey of the line was made in the years 
1857 and 1858, under the direction of General William W. Wright, and the ports and 
rivers were carefully surveyed by Captain W.N. Jeffers, of the United States Navy. 
‘These labours were then verified by Lieutenant Colonel Edward Stanton, Royal Engineer, 
who, with a body of engineers under his orders, was sent to Honduras in the service of 
Her Britannic Majesty’s Government. 


The survey of the whole line of the railway was minutely explained in the following 
collection of documents :— 
I. General Map of the whole line of the proposed railway from Port Caballos 
(or Cortez) to the Bay of Fonseca, upon a scale of a mile to an inch. 
II. Detailed Topographical Maps of the field of labour (24 maps) on a scale of 
500 feet to an inch. 

TII. Profile or vertical section of the whole line, on a scale of 400 feet to an inch 
horizontal, and 40 feet vertical. 

IV. Detailed Chart of the part of the Bay of Fonseca where the railway is to 
terminate, drawn from triangulations by Lieutenant. Jeffers, Hydrographical 
Engineer. ler 

V. Detailed Chart of Port Caballos and Alvarado Lagoon. 

VI. Extracts from the Memoir, by J. C. Trautwine, Esq., Chief Engineer. 

VII. Memoir by W. W. Wright, Esq., First Assistant Engineer, containing tables 
and details of the cuttings, embankments, tunnels, bridges, &c., with the 
estimates. 

VIII. Memoir by Lieutenant W. N. Jeffers, of the United States Navy, respecting 
the Bay of Fonseca. 

’ IX. Memoranda and Observations presented by Lieutenant W.N. Jeffers, acting as 

deputed agent. 
X. Extract from the Memoir by Lieutenant Colonel Edward Stanton to General 
Sir J. F. Burgoyne, K.0.3., respecting the Bay of Fonseca. 
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Appendix, No. 12. XI. Memoir by Dr. J. L. Le Conte, respecting the agricultural and mineral re- 
aT , sources of the country in the vicinity of the line of railway. 


‘XII. Memoir by Gustavus Holland, M.p., Surgeon to the Expedition. 


XIII. Extract from a Memoir addressed to the French Government, respecting the 
Bay of Fonseca, by Captain M. T.de Lapelin, of the Frigate “ La Brillante.” 


But before the fruits of these preparatory labours could be gathered, the Italian War 
broke out, and all the operations for carrying on the undertaking were suspended. Then 
also began the war in the United States, and very soon after the invasion of Mexico 
by the French; and under these circumstances the directors of the company in London, 
who had, moreover, received from one of their engineers an unfavourable report in regard 
to the practicability of the line, lost heart, and suspended all action calculated for the 
furtherance of the undertaing. : 

In the midst of so many unfavourable circumstances, the concession for the said railway 
became void, by virtue of one of the articles contained therein, and the projected Hon- 
duras Railway disappeared for the time from the public stage. 


II. 


ARRANGEMENT OF THE FEDERAL Drest.—OTHER CLaIMs aGaInst Honpuras. 

After the lapse of some time, D. Leon Alvarado, a worthy son of Honduras, who had 
signed the original concession in the name of the Government of the Republic, came to 
Europe as Special Commissioner of that Government, and tried in vain to re-organise the 
company on the same basis as before. But his efforts produced not the slightest result ; 
and it was then decided to have direct recourse to the English public, and solicit a loan 
in the name of the Government of Honduras, for the purpose of applying it to the 
construction of the railway; offering a security for the said loan, not only the line itself, 
which it was intended to construct, but also the uncultivated lands and the magnificent 
forests of the Republic. 

The first difficulty which stood in the way of the project was that, according to the 
regulations of the London Exchange, no foreign nation which has not fulfilled its previous 
financial engagements, or has not arranged them satisfactorily with its creditors, can 
enter into fresh negociations in the monetary market, or quote funds of new loans or 
undertakings on the said Exchange. 

The Government of Honduras was endeavouring to arrange the part which had been 
assigned to it in the partition of the Fedral debt of Central America amongst the five . 
independent Republics which were formed after the dissolution of the Federation, which 
Federal debt originated as follows :— 

In August 1825, the then Fedral States of Central America, namely, Guatemala, 
Honduras, Salvador, Nicaragua, and Costa Rica, proposed to negociate a loan in London 
of 1,428,571. nominal value; but only 163,300. were issued, at six per cent. annual 
interest. 

When the Federation was dissolved, the five States which had composed it divided this 
debt amongst them, according to Mr. Chatfield’s arrangement, the share of each of them 
being as following :— ; 


£. 
Honduras, two-twelfths - - - - | 27,200 
Guatemala, five-twelfths  - - - - | 67,900 
° Salvador, two-twelfths - - - - - | 27,200 
-Nicaragua, two-twelfths - - - - | 27,200 
Costa Rica, one-twelfth - - - - | 13,500 
Which items amount to - - £. | 163,000 


From February 1827 to April 1844, none of the five States of Central America paid 
the interest on the part of the debt which had been assigned to it. 

In April 1844, Costa Rica made an arrangement of its part with the English creditors, 
paying them 85 per cent. of the capital; thus the creditors lost the remaining 15 per 
cent. and 17 years’ interest. 

In 1856, that is 12 years after Costa Rica, Guatemala made an arrangement of its 
debt, paying the English creditors 61 per cent. of the capital, and the interest for 27 years 
overdue ; not in coin, however, but in bonds issued for the purpose, which bore an annual 
interest of five per cent. instead of the six per cent. on the previous bonds. 

Four years after Guatemala, that is in 1860, Salvador was the third State which 
arranged with its creditors. During the years 1860, 1861, and 1862, it paid them in coin 
up to 90 per cent. of the capital of the debt, and the creditors lost 10 per cent. of the 
capital, and the interest for 34 years. 

Nicaragua has not paid the interest.on its part of the Federal debt since 1827, and only 
lately, in 1873 and 1874, has it taken steps to make an arrangement. . 

The 
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The Federal debt belonging to Honduras, with the interest overdue, amounted in July A 


to} 


1867 to 231 per cent. of the original capital: that is, to 62,8627. for interest, which, with 
the capital, made a total of 90,076 /. 

D. Leon Alvarado then saw himself under the imperative necessity of arranging this 
debt, because without such previous arrangement nothing, absolutely nothing, could be 
attempted in regard to the projected loans for the construction of the railway. Besides 
the Federal debt, there was a claim of the firm of Hart for the sum of 7,300, arising 
from a sale of guns to the Government; and this firm opposed every negotiation of 
Honduras in the market, unless an arrangement were also made with it in regard to that 
debt. 

Then the creditors of the Federal debt held a meeting, and the Commissioner of the 
Government proposed to them asan arrangement, to acknowledge 55,000 J. for capital and 
interest, instead of the 90,075 /. capitalised ; on condition of paying the 55,0007. by giving 
new bonds for the said sum, which were to bear an annual interest of five percent. At 
the same time there was no other remedy but to pay the firm of Hart its claim, or, at 
least, to give it security for payment with the same kind of honds; and besides, it was 
necessary that the operation should provide for the expenses of commission, of drawing 
the bonds, and some others, to commence the operations which were contemplated for the 
railway. 


So the arrangement was made by issuing 90,000/. nominal in bonds with 5 per cent. 
interest, which bonds were distributed in the following manner :— 


&. 

To the former holders of bonds of the Federal debt, new 

bonds were delivered to the value of - - - - - | 55,000 
With Messrs. Hart & Co. new bonds were deposited as secu- 

rity for their effective claim of 7,300/. to the amount of ~- | 15,000 
Delivered to the Commissioner, Senor Don Leon Alvarado, 

for expenses, &c., including 2,0007. in bonds to Mr. 

Haslewood, the broker - - - - - - - | 20,000 


90,000 


Tora amount of bonds issued to pay the st £ 
Federal debt of Honduras - - = : 


It was intended to redeem these bonds in due course, with funds which would be 
destined for the purpose, arising from the loans intended for the construction of the 
railway, in accordance with the powers and instructions sent by the Government; and as 
a security for the fulfilment of this arrangement the revenues of the Custom-house of 
Amapala were pledged, upon which there was already a lien by order of congress for the 
pending debt of Messrs. Hart. 

Tt should be borne in mind that there are in England some other claims against the 
Government of Honduras, which are under the official safeguard of the English Govern- 
ment. One, called the Carmichael claim, dates from 1852, and amounts to 54,830 dollars, 
as was allowed by the commission which assembled at Guatemala, in 1862, to decide re- 
specting the English claims against Honduras, in accordance with the convention, signed 
at Comayagua, on the 28th of November 1859, known by the name of the “ Mosquito 
Convention.” The Honduras Government offered to pay that sum to the representatives 
of Mr. Carmichael in mahogany; but was not able to fulfil that arrangement, and the 
English Government has in consequence made serious and repeated reclamations which 
are still pending. 

Mr. Carmichael has also another pending claim against the Government of Honduras 
for 15,000 dollars, according to the convention called “‘ Chatfield-Cruz,” signed in 1852, 
for the payment of which and of other lesser claims included in the same convention, the 
proceeds of the Custom-houses of Trujillo and Omoa were pledged to Sir C. Wyke in 
1856. This claim of Carmichael, and others which are annexed to it, amount without 
interest to the sum of 26,761 dollars, on account of which sum, according to a memo- 
randum of Lord Granville’s, dated 5th June 1873, the Government of Great Britain has 
received 3,345 dollars 81} cents, proceeding from the Custom-houses of Trujillo and Omoa, 
and 1,800/., or 9,000 dollars, paid on account by the Minister in London, Senor Gutierrez. 

There is also a third claim of the English Government against the Government of 
Honduras still pending, which arises from the stipulation in the treaty between Her 
Britannic Majesty and the said Republic, signed at Comayagua, on the 28th November 
1859, the ratifications of which were exchanged, at Comayagua, on the 18th April 1860, 


‘by which treaty the British Government has transferred the Bay Islands and the: - 


Mosquito Territory to Honduras. The second paragraph of Article III. of the said treaty 
‘reads textually thus :— 

“ The Republic of Honduras wishing to educate the Mosquite Indians, and to improve 
their social condition in the district occupied by them, will grant an annual sum of jive 
thousand dollars in silver or gold, during the next 10 years, for that purpose, which 
shall be paid to the chief of the Moscos in that district, that payment being guaranteed 
by a lien upon all the timber and upon all the other natural products (whatever they may 
be) of the uncultivated lands in the Bay Islands and the Mosquito Territory. 


“‘ These payments shall be made by half-yearly instalments of 2,500 dollars each; the 
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first of these payments shall be made six months after the exchange of the ratifications 
of the present treaty.” 

During all the time that has elapsed since the Bay Islands were transferred to Hon- 
duras, only one instalment of 500 /, has been paid by the Minister of Honduras in London, 
Don Carlos Gutierrez; this was to the British Minister, Lord Russell, on the 26th of 
Augustl 861; but both this instalment, and the 1,8002. paid on account of the Carmichael 
claim, came from the funds of the loans, which will be spoken of further on, contracted 
for the construction of the Honduras Railway. 

In order to conclude the history of the so-called “federal debt,” it is necessary to 
anticipate some facts, without attending to their chronological order. 

Since the arrangement of the debt was made, the following sums have heen regularly 
paid to redeem the bonds of the said debt, and this from funds taken from subsequent 


_loans for the construction of the railway. 


RepEMPrion of the FepERAL Dest, according to the Arrangement of 1867. 


£. 

October 1868, redeemed at par - - - - - 1,500 
April 1869 - = = - < bs = < 800 
October 1869 - - - : e = = - 850 
April 1870 - - a “4 s ke = e 850 
October 1870 - i - xu u 2 ie r 900 
April 1871, suites Boe woliak sit Sy houiditeily ony ataagnany 
October 1871 - - - - - - - - 1,400 
April 1872 < - - - - - ~ - 1,450 
October 1872 - = = “ - - = = 2,400 

Redeemed at par - - - &£.| 11,150 


From this it appears that 11,1507. of the Federal debt (which was, as has been said, 
90,000 J. nominal) having been redeemed, there remains the sum of 78,850 i. to be re- 


deemed. 
Moreover, five entire years of interest of the said debt, at the annual rent of five per 


cent., have been paid, that is, the years 1868, 1869, 1870, 1871 and 1872, which payment 
has required 21,550 4. cash; so that, to meet the interest and the reduction of the Federal 
debt during five years, the following sums have been paid in London on account of the 


Republic of Honduras :— 


£. 
For five years’ interest - - - - S -| 21,550 
For redemption, five years afer: be ing 10, TORN eee 
Tora paid - - - £. | 32,700 
Paaaiad Mitrotosen "© { 


It is needless to say that these 32,700 J. were taken from the produce of the loans for 
the construction of the railway; and the regular payment of this debt, so far as was 
possible, could on no account be neglected, because of the absolute necessity of maintain- 
ing the credit of the Republic in London, in order not to find in those creditors powerful 
enemies who might oppose the operations necessary for the completion of the railway, 
according to the orders of the Honduras Government. : 

So soon a8 the payment of the interest and the redemption of this debt ceased, which 
was in April 1873, Messrs. Hart, who had the value of 15,0007. in bonds in their 
possession, and who had been receiving the interest upon those bonds, peremptorily 
insisted that their claim should be paid to them in cash. It was necessary to do this. - 
Under a fresh agreement they were paid 6,000 7. in cash to cancel their claim, and they 
then returned the 15,0007. in bonds, which they held in deposit as a guarantee, and 
which now belong to the Government of Honduras, ‘and are in the possession of Mr. 


Edward Haslewood, as may be seen by the following account of the present state of the 


said Federal debt :— 
Srare of the FepERAL Dest of Honduras on the lst of January 1874. 


£.- 

Total amount of the bonds issued for the arrangement of the r 

Federal debt in 1867 - - re A is é 90,00 
Deduct the bonds redeemed at par, from 1868 to 1872, both sickeh 

inclusive - - - we ote - - - - »Ld! 

Remains unredeemed - - 78,850 

In possession of Mr. Edward Haslewood, re- £. 

turned by Hart - - - - : - 15,000 
Balance of those delivered to D. Leon Alvarado, 

for payment of commission, &e... » - - 2,900 
Belonging to the Government - - . OR teeeesse remoneret 1 opt an 
Remajning in circulation ae eure - £.{ 60,950 


———E— 
The 
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The sum of 17,9007. in bonds of the Federal debt, which belong to the Government, 
may be cancelled whenever it chooses; and in that case the bonds still remaining for re- 
demption will be reduced to 60,9501, the amount of those in circulation. But it must be 
borne in mind that there are two years’ interest already due upon those bonds, which 
amount approximately to some 8,0007. It may also happen, although it is not probable, 
that the Government may put the 17,0007. in bonds above-mentioned into circulation 
again, in which case the Federal debt to be redeemed would amount up to 
78,850 7. 

Before concluding this chapter, it will be well to give a brief statement of the sums 
already mentioned as having been paid in London on account of the debts in arrear of 
the Republic of Honduras, in order to maintain its credit in the English market, and 
all those taken from the funds of the loans intended for the construction of the 


railway : 
Interest and redemption of the Federal debt, payments 
made from 1868 to 1872 - . - - - 32,700 
Debt paid to Hart -~ - pee cae et ae 6,000 
Paid to Lord Russell, for one instalment for the 
Mosquito Indians - - - rin hs - - 500 
Paid to Lord Granville, on account of the claim of 
Carmichael and others - - - - - - 1,800 
£.| 41,000 


If these 41,000 7. had been applied to the construction of the railway, they would have 
been sufficient for 11 miles of the said line. 


III. 
Honpuras Loan or One Minui0on STERLING.—Lonpon, 1867. 


WHEN the difficulty of the Federal debt had been arranged in 1867, attention began 
to be paid to the basis for the first loan to be applied to the construction of the railway, 
the Government of Honduras being represented therein by its own Commissioner, 
D. Leon Alvarado, and by the two accredited ministers of the Rupublic at Paris and in 
London, Monsieur Herran and Seiior Gutierrez, 

It will be easily understood that the Republic of Honduras had not that state of 
material development, density of population, favourable condition of finances, organised 
resources, or industry and commerce, to be in the most appropriate position for the issue 
of a loan of a million sterling, with probabilities of success in the English market; that is, 
a loan 36 times greater than that part of the Federal debt belonging to Honduras, which 
had just been arranged, and the interest on which the Republic had neither been able to 
pay, nor to give anything on account of it for 40 years, although the amount of that 
interest was then only 1.6327. a year. 

Besides, what guarantees, what pledges, what securities satisfactory to the public could 
they offer who were commissioned to launch that loan on the market in the name of the 
Government of Honduras ? 

The revenues of the Custom-houses of Omoa, Trujillo, and Amapala, which are very 
moderate and absolutely necessary to the Government itself, to provide for the necessities 
of its administration, were already pledged ; besides, they would not suffice to guarantee 
a loan of a twentieth part of that sum. 

Nevertheless, the construction of the Inter-oceanic Railway across Honduras is of such 
vital importance .to the commerce of the whole world and to the future lot of that 
Republic, and the mere idea of initiating that important work so alluring, that it appeared 
to thé Government, as well as to all the enthusiasts for that line, that, though not easy, 
it was at least possible to overcome all the difficulties by perseverance, assiduity, and 
energy; so, in spite of those difficulties, and in the hope of overcoming them, it was 
determined to launch a first loan of a million sterling on the London market. 

To introduce loans of this kind to the monetary markets of Europe, whatever may be 
the purpose of such loans, it is the established custom to arrange the conditions of them 
with some banking-house of great reputation, which introduces and conducts the opera- 
tion, and undertakes, if so agreed, all the preliminary expenses and gives credit to the 
operation, taking more or less interest therein for a commission of so much per cent. 
which is offered to it and forms part of the terms of the arrangements, and frequently 
receiving also a certain number of bonds at a lower price than that stipulated for offering 
them to the public. 

Generally the public does not care to investigate the reserved conditions upon which 
the banking-house introduces the loan, nor yet to dive into the validity of the guarantees 
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or pledges which the house has accepted for launching the loan. The public very 
specially regards the name and position of the house which conducts the operation, and 
takes it for granted that when a respectable house lends its name for the management of 
such an operation, and for the consequent combinations in the market, it must have well 
and minutely studied the securities and risks of the operation. 

The antecedents which have been referred to in regard to the economical position and 
the resources of Honduras, kept back those bankers who usually manage such operations. 
Nevertheless, after many favourable reports, arguments, and efforts, the influential bank- 
ing-house of Messrs. Bischofisheim, Goldschmidt & Co., taking into consideration the 
great utility of the projected railway, and the purpose of th loan, consented to undertake 
the management of the operation, after stipulating the conditions with the two Ministers 
of Honduras, who had received instructions and powers to that effect. 

The prospectuses of the first Honduras loan of 1,000,000 2. appeared in July 1867. It 
was divided into bonds of 1002., 500., and 1,0002., with 10 per cent annual interest pay- 
able half-yearly ; three per cent. sinking fund, so as to be redeemed in 17 years;, and the 
price of issue was 80 per cent.: that is, that for each 1002 bond which the public sub- 
scribed for, 807. were to be paid, which, after certain deductions for interest on the 
various instalments, were reduced in reality to 732 11s. 104 d. for every nominal 100 /. 
The subscription was to be paid in six instalments, the first on subscribing and the last 
on the Ist April 1869. This arrangement was made to give the public every kind of 


security for the subscription, and also to provide that no interest should become due 
except upon the money actually employed. 


To explain the matter more fully, here is the prospectus of the said loan: 
«“ Fonpuras GovERNMENT Rattway Loan, 
 1,000,0000 2. 


«In Bonds to Bearer, of 1007., 500 /., and 1,000 7. each, bearing 10 per cent. Annual 
Interest, payable half-yearly in sterling. 


«“Tgsued at 80 per cent., and to be redeemed at par, in sterling, within 17 years, by 
Yearly Drawings, by means of an Accumulative Sinking Fund of three per cent. per 


annum. 


« The first drawing will take place on 31st December 1869. 


« The payments by subscribers will be as follows : 


5 per cent. on application - - - - |. E u 5 ee 
10 4, onallotment - - - Sal Be Pay Fe id 
10s he, on 1st January 1868, less interest | - 9 43 9 10 7 


15 > on Ist July 1868, less interest - ew & lee} 13° 8.9 


20: on Ist January 1869, less interest | 2 10 —- 17 10 - 
Wh vos on Ist April 1869, less interest -| 1 17 6 18 eG 
80 per cent. 

P 73 11 108 


nd the lst January in each year, at the 


bd st will b ble on the Ist July a 
aoa and Comnaeead { alment of 157., will date from 1st October 


London and County Bank, and, for the first inst 
1867. 

“In default of payment 0 
be liable to forfeiture. { 
« The instalments may be anticipated at any time at Bank of England rate. ; 

« The Government of Honduras having agreed to appropriate to the subscribers a moiety 
of the net profits of the railway during 15 years after the complete repayment of the 


resent loan, subscribers will receive as bonus, within one month after allotment, with 


each 100 2. bond, one 10,000th deferred fully paid-up railway share to bearer, entitling 
the holder thereof to receive his proportion of such net profits. 


f any of the respective instalments, all previous payments will 


oe ee ae 
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«© PROSPECTUS. 


“The President of the Republic of Honduras, being duly authorised, has given full 
owers to Mons. Victor Herran, Minister at Paris. and Senor Don Carlos Gutierrez, 

onduras Minister in London, to contract, on account of the Government, a loan, to be 
applied towards the construction of an Inter-oceanic Railway from Puerto Caballos, on 
the Atlantic, to the Bay of Fonseca, on the Pacific. 

“To show the importance attached by the British Government to the Honduras Inter- 
oceanic Railway, it may be stated that the line has been surveyed, on the part of Her 
Majesty’s Government, by Lieutenant Colonel Stanton, R.E., and a detachment of Royal 
Engineers sent out for the purpose. Colonel Stanton reports, ‘that the harbours at both 
termini are unexceptionable,’ and that the road can be constructed ‘ without any sharper 
euryes or heavier gradients than are to be found on existing lines over which locomotives 
work without difficulty.’ 


* The new treaty between Honduras and Great Britain declares that,— 


‘ In order to secure the construction and permanence of the route or road herein 
‘ contemplated, and to secure for the benefit of mankind the uninterrupted advantages 
‘ of such communication from sea to sea, Her Britannic Majesty recognises the rights 
‘ of sovereignty and property of Honduras in and over the line of the said road, and 
‘ for the same reason guarantees, positively and efficaciously, the entire neutrality of 
‘the same. And when the proposed road shall have been completed, Her Britannic 
‘ Majesty equally engages, in conjunction with the Republic of Honduras, to protect 
‘ the same from interruption, seizure, or unjust confiscation, from whatsoever quarter 
‘ the attempt may proceed.’ 


“ Treaties signed by the Honduras Government with France and the United States 
contain the same provisions, and the French Government, considering the public utility of 


‘the Honduras Railway, has promised the official quotation of the Honduras Loan on the 


Paris Bourse. 


“ The following official report by Rear-Admiral Davis, made to the Secretary of the 
Navy of the United States Government, in compliance with a resolution ofthe American 
Congress on the 19th of March 1866, demonstrates likewise the importance which the 
United States Government attaches to the construction of the Honduras Line :— 


‘ The reader who follows the course of the surveyors, naturalists, and geologists 
‘ from the capacious, safe, and excellent harbour of Puerto Caballos, through regions 
* remarkable for their salubrity, fertility, great variety of climate and productions, and 
‘ valuable mineral resources, to the waters of the splendid harbour of La Union (Bay 
‘ of Fonseca), cannot but regret that capitalists have not found it to their interest to 
‘ carry out one of the most promising and one of the least embarrassing enterprises of 


‘ the day.’ 


“ The line of railway has been carefully selected and surveyed by. Mr. Trautwine (late 
engineer-in-chief of the Panama Railway), and an efficient staff; and a contract has been 
entered into for the constructiou of the whole line, with stations and relling stock, for a 
stipulated sum of about 8,000 7. a mile, including every outlay, and the works are to be 
proceeded with in sections. 

** From time to time, as the instalments of the present loan are received, the proportion 
to be applied to the construction of the first section of the railway will be handed to and 
held by trustees, in trust to pay the contractor the instalments on his contract, as certified 
by the Government engineer. The balance of the loan will be applied in clearing the 
forests, and in payment of engineering and other incidental expenses. 

“‘ The interest and sinking fund of the loan are specially guaranteed by a first charge 
upon the intended railway itself and its revenue, and also by a first mortgage upon the 
whole of the domains and mahogany forests of the State of Honduras, which, according 
to official report, are of immense value. . 

“ It is arranged that the whole of the produce of the above mortgaged State domains 
and forests shall be consigned direct to London by the Honduras Government, to Messrs. 
Bischoffsheim & Goldschmidt, who will pay over the proceeds of the sales towards the 
annual interest and sinking fund, and the construction of the remaining sections of the 
railway. 

* Tt has been further arranged in the contract, that, as soon as any portion of the railway 
is completed, the contractor shall bring down to.the terminus, free of charge, by the return 
empty waggons, any produce of the Government forests and domains that may be ready 
for shipment to England. ; 

*«« Beginning at the harbour of Puerto Caballos, on the Atlantic, the railway will proceed 
ever the table-land of Honduras, in a line of 230 miles, to the bay of Fonseca, on the 
Pacific. ' 

“ The ports at either end are spacious, safe, and easily accessible for the largest ships. 

* The steaming distances from Liverpool to San Francisco, touching at Jamaica, are :— 
by way of Panama, 7,980 miles; Nicaragua, 7,720 miles; Tehuantepec, 7,740 miles; 
Honduras, 7,320 miles. 

“ The distance between New York and San Franciseo, by Panama, is 5,224 miles; by 
Nicaragua, 4,700 miles; by Tehuantepec, 4,200 miles; by Honduras, 4,121 miles—a 
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Appendix, No. 12. saving by way of Honduras, as compared with Panama, the only line on which a rail-. t 
— way is already constructed, of 1,103 miles. ;, 

“ The difference in actual distance, coupled with.the superiority of ports, the facilities 
of embarkation and disembarkation, and the connection, with the American coast lines, will: 
effect a saving in time, as compared with the Panama route, of no less than five days 
between the Atlantic and Pacific ports of the United States. 3 

« The line will afford the easiest, safest,.and speediest route between Great Britain and) 
British Columbia; it will also. afford the imcreased facilities of first-class ports for the 
establishment of speedy intercourse with Australia and New Zealand, and) will: bring: 
Jamaica, Belize, and. other. British possessions in the West Indies, into. the direct line of. 
communication. 


“ Last year the dividend paid by the Panama Company was at’ the rate of! 24 per’ cent: 
per annum on acapital-of 1,600,000 Z., in addition toa bonus of 40 percent, from accumu- 
lated profits. The Honduras Line will, in all probability, return as much profit as the’ 
Panama Line, if not considerably more. 

« Sufficient of the proceeds of the present issue will be applied to the construction of 
the first section, from Puerto Caballos to Santiago... This section will enable the exporta- 
tion of the mahogany, &c., to take place, the means of transport now existing being too 
expensive to be remunerative. Careful estimates have ‘satisfied the Honduras Govern- 
ment that the surplus revenue of the State domains and forests will be amply sufficient to 
complete the whole line, without any further issue of stock; but in case it should be 
found advantageous, on account of increasing traffic, to accelerate the opening of the rail- 
way from sea to sea, by raising more money, further stock will be issued for the construc- 
tion of the remaining sections of the railway. 

« The several contracts and other documents can be inspected at the office of Messrs. 
Baxter, Rose, Norton, & Co.; Solicitors, No. 6, Victoria-street, Westminster. 

“* Applications for the loan will be received from,.Monday, 11th November, to| Friday, 
the 15th November, by the London and County Bank, 21, Lombard-street, and Branches,,. 
where prospectuses and forms of application can be obtained ; and in Paris, by Messrs. 
Bischoftsheim, Goldschmidt, & Co., 26, Rue de la Chaussée d’Antin.. Payments.on appli- 
cation for the loan can also be'made at tho Bank of France and Branches.” 


It may be seen, by the conditions of the foregoing prospectus, that if the whole of the 
loan had been subscribed for at the price of issue, the nominal 1,000,000/. would have 
produced on the ist of April 1869 (the date of the last instalment), the available sum of 
735,937 1, from which sum the commission on the negotiation, and all the expenses, would 
then have to be deducted. ; 

But that did not'happen. The first’ Honduras loan, in spite of all the advantages which 
it offered to the subscribers, and the high respectability of the house which managed the 
operation, was received by the public with perfect indifference, with profound contempt ; 
and according to the deficient and vague information which reached the Legation, there 
were hardly any other subscriptions. than. one of about 10,000/. made, by the-firm of 
Bischoffsheim itself. ; 

As soon.as a loan-is introduced to the publie, it is necessary to obtain the official quota-~ 
tion of its bonds.on,’Change ;) that is, the permission of the Directors of the Exchange for 
buying and selling the said bonds therein, with the privileges which: they havein’such’ 
cases. If the subseription has not been entirely filled up, and the official quotation is 
obtained, the sale of the bonds may go on subsequently by degrees;.according to the price 
at which they are quoted in the market. 

This latter was what happened ,to the Honduras Loan of 1867. The expenses’ of intro= 
ducing it to the public having been already incurred, and they are always very consider- 
able, the contractors of the said loan, seeing the failure of the subscription, determined to 
go on, with the sale of the bondslittle by little on "Change. But for this it was necessary’ 
that the public should see. that the works of the railway: were commenced, that’ engineers’ 
had already been sent out for that purpose, and that everything manifested a fixed deter- 
mination to. proceed with the work. For, this: purpose a sumiof at least 40,000 2. was 
required, and this sum. was.advanced, by Mr. Routelidge; shipbroker, on receiving bonds 
of the said loan as security, and,moreover the signature of the Minister himself. 

A Committee of Trustees of the Honduras, Government bad: already been appointed to 
administer the funds produced by the aforesaid loan, and it was composed of Messrs. Philip 
Thomas Blythe, William Henry Cotterell, Henry Luke Robinson, and Charles Lefévre ; 
and these trustees were able to send Mr.. MacCandlish. and other. engineers to Honduras, 
to begin the works. of the railway with the small.sum of money collected. . By giving 
publicity to the commencement of the works, some confidence was, iniparted in regard to: 
the undertaking, and a few-bonds began to be sold. 

But this sale. was tardy, and it was necessary to accept prices much below that of the 
issue of the bonds, on account of the commission which had to be paid for negotiating 
them, and because the very fact of offering those bonds for sale in the market continually 
depreciated the price of quotation, in spite of all the prudence displayed in regard to the 
failure of the subscription on issuing them. 

With the first proceeds of these sales, it was necessary to meet some urgent payments, 
chiefly for the interest and redemption of the compounded: Federal debt, which had to be 
paid every six months; then the 40,000 7: advanced by Routelidge, which.it was needful 

‘to 
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to return; and again the funds which had been promised to the Government to enable it Appendix,’ No.i12. 
to provide for pressing internal requirements, and to maintain peace in the Republic; 
and lastly, what remained, to meet expenses of administration, and to attend to the con- 
struction of the railway. 

‘It will be easily understood that the operation of converting the bonds of the afore- 
‘said loan into money on ’Change was necessarily very slow; and besides the net produce 
of the sale of those bonds, after deducting commission and depreciation inthe market, 
and providing for urgent requirements unconnected with the construction of the rail- 
way, left but very little to meet the regular instalments which had to be paid to 
Messrs. Waring Brothers and ‘MacCandlish, ‘the contractors for the construction of 
the line. 

In the first. contract of loan with Messrs. Bischoffsheim and Goldschmidt, it had been 
stipulated as a condition that no other loan should in future be issued for the railway, 
unless it were likewise contracted for.and. issued to the public by. the firm of Messrs. 
Bischoffsheim and Goldschmidt; and in fact no one could appreciate the opportunity and 
the circumstances for having recourse to a fresh operation for the railway so well as that 
firm, which knew the secrets of the results of the first loan, and was acquainted with the 
sacrifices which were still incurred in placing the bonds of that first loan; but. this 
prudent clause, which concentrated the responsibility of final success in the firm of Messrs. 
Bischoffsheim and Goldschmidt, was unfortunately destined to be without effect. 


IV. 
Honpuras LOAN oF 207,509 ‘Bonps OF 300 Francs EACH.—Paris, 1869. 


Some: months after the issue of the first loan to the public, the Minister of Honduras at 
Paris, M. Herran, in concurrence with Sir D. Leon Alvarado, began to take steps for 
contracting a:loan for the. Honduras Railway in France, with the firm of Messrs. Dreyfus, 
Scheyer, & Co., on the ground that the loan.issued in London had turned out a complete 
failure, and the proceeds of the bonds which were sold on ’Change were. not sufficient to 
provide for the increasing requirements of the railway and the interest of the loan itself. 
Messrs. Dreyfus, Scheyer, & Co. offered the Minister at Paris to put the said loan on the 
market, to the amount of 62,252,700 francs, divided into 207,509 bonds of 300 francs 
nominal value each; and they engaged to subscribe themselves for a third part, of course 
at a price rauch below that of issue. 

The issue of this loan was contrary to the agreement made on starting the first loan 
with the firm of Bischoffsheim and Goldschmidt, and as the London firm refused to have 
anything to do in regard to the loan with the Paris firm that was bringing it out, there 
was a very serious quarrel between the houses of Bischoffsheim and Dreyfus, Scheyer, & 
Co., and with the Minister Herran. But the latter took such pains to carry out the affair, 
and the contentions: arising from othe opposition of Bischoffsheim and Goldschmidt 
threatened such serious complications, that the London house at last consented to the 
operation, though with dislike and apprehension of the result. 

There had also been disagreements between the trustees of the Government, as almost 
always happens when there is a diversity of opinion on difficult and complicated matters. 
One of the trustees was dead, and the others did not want to remain, so it was necessary 
to appoint another new committee in London, and the members of.it were Messrs. Barnes, 
S. Davids, and Charles Lefévre. 

At the time when the second Honduras Loan was about to be issued in France, which 
was in May 1869, only a small portion of the first. loan had been realised in England, 
which had not produced much more than 100,0007. in cash, the remaining bonds being 
in possession of the trustees. This was the state of affairs when the prospectus of the 
French Loan appeared. The following is a translation of it :— 


“ InreR-OCEANIC RaItwWay, CONNECTING THE ATLANTIC WITH THE PaciFIc. 
“Secured Loan to.the Government of Honduras (Central America). 


« Subscription. 207,509 Bonds. 


“ Price of the bonds/225 francs, payable as follows :— 


25 francs on subscription, 


6Oe 5 allotment, With the right of paying one or more of these instal- 
60 ,, ~- 1 June (1869), ments in advance, and receiving a discount at the 
HO 555 1 Staly fs oma cauae g per cent. per annum.. 


“50 Bs 1 August,, ) 
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“ Returns.—Repayment.—Participating Shares. 


“ Interest—Twenty francs a year, paid half-yearly on the lst of March and the Ist of 
September, at Paris, Brussels, Antwerp, Geneva, in cash without any tax or deduction, 
and also at Berlin, Hamburg, Amsterdam, Frankfort, Genoa, New York, at the rate of 
the day. ‘The first coupon is due on the ist of September next. 


«« Repayment—At par in seventeen years by half-yearly drawings before a notary at 
Paris; the first drawing will take place on the lst of August next. The bonds drawn 
will be paid in cash on the lst of September, without any tax or deduction whatever. 


“ Participating Shares.—Each bond wil be replaced as soon as it is drawn by a par- 
ticipating share, which will entitle the owner, after the repayment of the loan, and during 
a period of fifteen years, to a proportional share in the third part of the revenues of the 
line. 

“This participation is estimated by the engineers at a minimum of 50 francs per 
annum. 

« As the period of the different payments and profits since the first of March last reduce 
the price of the subscription to about 220 francs, the produce of the debentures,* taking 
into consideration the premium of repayment, exceeds 12 per cent., without reckoning the - 
value of the participating share. 


‘ ** Guarantees for the Debentures. 


“(a.) Mortgage on the railway and on its revenues. 


“(b.) Mortgage on the domains and forests of the State, of which the annual 
revenue, according to the official report of the engineers, amply exceeds the sum 
necessary for the regular payment of interest and redemption. 


“(¢.) Convinced of the commercial and political importance of the Inter-oceanic 
Honduras Railway, the Governments of France, England, and the United States 
have, by international treaties, specially guaranteed the inviolability and neutrality 
of the undertaking from the opening of the line. 


««(d.) A commission has been appointed to superintend the employment of the 
loan, which is to be exclusively devoted to the completion of the line already in 
process of construction. 


“ This commission is composed of : 
His Excelleney, M. V. Herran, officer of the Legion of Honour, President 
(O. FR); and 
MM. L. Pelletier, chevalier of the Legion of Honour, an eminent merchant 
(C. +f). 
R. Bischoftsheim. 
~~ M. Scheyer. 


“(e.) The execution of the line is entrusted, by contract, to Messrs. Waring 
Brothers and MacCandlish, of London. 


“ Distances from New York to San Francisco— 


« By way of Panama - - - - 9,730 kilométres. 
€ Honduras’ - - - - 8,074 5 
“ Thus the Honduras route saves - - 1,656 - 


“The proceeds of the Panama line are well known. The annual traffic is about 
200,000 passengers, and merchandise valued at over 1,000,000,000 francs. 


« (f.) The statement of the sinking fund of the loan, the reports of the engineers, the 
international treaties, are deposited in the Chancellor’s Office of the Legation, Rue de la 
Chaussée d’Antin, where the public may inspect them. 

“ Vr Herran, 
“ Minister Plenipotentiary of Honduras. 
“« The 
latest ong lh de aii 69 oO, IES, 20 ere rt cee 

*The nominal value of the bonds of the French loan was 300 francs each. The prospectus does not 

mention this, nor does it give the total amount of the loan, which was 62,252,700 francs, or 2,490,108 7. 
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“ The subscription will be open on Wednesday the 19th, to Friday the 28th of May, 
from eight in the morning until five in the evening, in the following towns: 


« Puris.—At the Chancellor’s Office of the Legation, and of the Consulate General of 
Honduras, 10 Rue de la Chaussée d’Antin: at Messrs. Dreyfus, Scheyer & Co., 
Government Bankers, Rue de la Grange Bateliére 16. 


“ Subscriptions may be paid at all the, branches of the Bank of France, at the pro- 
vincial bankers mentioned in the local journals, where the Government has deposited the 
provisional and definitive shares of the loan. 


“The subscription will also be opened at Brussels, Hanover, Berlin, Hamburg, 
Amsterdam. 


“« Subscribers who wish to pay up beforehand may send at once the whole sum, 


223 frs. 90 ¢. per share, less discount, and the definitive shares will be delivered or sent 
to them. 


“ After the subscription is completed, even if before the 25th of May, no fresh sub- 
scription will be taken.” 


This loan was coldly received at Paris; but it had an extraordinary effect upon the 
quotation of the bonds of the first loan. The public had noted a circumstance which was 
not likely to escape its penetration, The Minister of Honduras at Paris had issued to 
the public of France a loan of twice-and-a-half the amount of that issued in London, and 
without the co-operation of the firm of Bischoffsheim of London, which the agreement 
required ; and moreover, the security given in London for the first loan was again charged 
with the French loan. The English public, already interested in the first loan, looked 
with suspicion on this conduct; and the complications, difficulties, and distrust increased. 
The bonds, which the trustees had in their portfolios in London, went off very slowly, and 
at continually diminishing prices. The debentures of the Paris Loan, which had not been 
subscribed for by the public, had to be converted, like those of the London Loan, by 
selling them on account of the Government, for there was no means of placing them then. 


And this is the reason :— 


Messrs. Dreyfus, Scheyer & Co., the contractors for the French Loan, had engaged 
with the Minister Herran to take on their own account, little more or less, a third part of 
the loan, that is, 65,279 bonds of 300 francs each, the nominal value of which was 
19,583,700 francs. At the price of issue at which they were offered to the public, that is, 
225 franes each, they ought to have produced 14,687,775 francs; but by their contract, 
Messrs. Dreyfus, Scheyer & Co., took them at a price somewhat below 175 francs, as they 
were to pay the sum of 11,422,815 francs for them, from which there were various deduc- 
tions still to be made. If the public subscribed for a third part of the loan, it is clear 
* that such subscription only served to absorb the bonds taken by the firm of Dreyfus, 

Scheyer & Co., and to give that house a profit of 3,264,960 francs, the difference between 
the price of subscription for the public and the price at which the said firm took them. 
If the public did not subscribe for the whole of the aforesaid third part, it is evident that 
the firm of Dreyfus, Scheyer & Co., could not sell on Change the bonds which were still 
unplaced of the third part which it had taken; no bond could be sold on account of the 
Government from the two third parts which the firm of Dreyfus, Scheyer & Co., had not 


taken, for the sale of those bonds could, according to the contract, only take place through 
them. 


And so it happened. The French public did not subscribe for the third part of the 
shares taken by the firm of Dreyfus, Scheyer & Co.; and the bonds which they sold on 


*Change were, very naturally, taken from the remainder of the 65,279 bonds which were 
still in their possession. 


Here is the result which the Government obtained from this operation, according to a 
memorandum of the transactions presented by the firm of 


Dreyfus, Scheyer & Co. 
itself :— 


Dr.—The Government Bankers, Messrs Dreyfus, Scheyer & Co., Paris. 


Irs. Cop 
The bankers have received 65,279 bonds of the Honduras Loan 
in France, for which, according to agreement, and including 
interest, they owe - - - - - - - - 11,422,815 63 
Bonus on coining money, according to contract between the 
Director of the Imperial Mint at Paris and M. Herran, the 
uMinister Plenipotentiary -')80s oi --i5 oun oor os 70,000 00 
Total Dr. - - Frs, 11,492,815 63 
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Cr.— The said Bankers, who have paid as follows : 


Frs. Ca 
Expenses of printing the bonds, and for a globe for drawing 
the bonds for redemption - - . - - - - 70,519 88 
Service of coupons and redemption, Nos.'1 and 2, including 
commission ‘ é m ; - - z 1,062;136 20 


Agreement of 25th February 1869, for coining nickel money, 
representing 5,000,000 francs’ - - - - - - 

Payments made for commission at Paris, and for the Minister 
Herran, to Messrs. Waring, Brothers & Co, and to Messrs. . 
Bischoffsheim, and Goldschmidt - ~ = ~ * o 4,481,392 95 

Payments of indemnification, according to the agreement in 
London, 2nd July 1870 - - - ~ + - - 


Various payments to the Minister Herran, according to re- 
ceipts - - - - - - - q 671,266 60 


3,000,000 00 


2,307,500 00 


The same Amount - -- - F7s. 11,492,815 63 


er S 


So that the result of the operation of the French Loan was a subscription by the firm of 
Dreyfus, Scheyer & Co., for a third part of the whole loan, that is,a nominal sum of 
19,583,700 francs, which only produced, for direct application to the’ railway, the sum of 
4,481,392 francs, from which is still to be deducted the sum paid to Messrs. Bischoffsheim 
and Goldschmidt for a different purpose not stated im this memorandum of the account. 
For the rest, it is apparent at the first glance that the committee appointed at Paris to 
superintend the employment of the proceeds of the loan, which, as is shown by the 
prospectus, was to serve exclusively for the completion of the line, diverted the sum of 
3,000,000 franes for the purpose of coining money, representing 5,000,000 francs, which 
the Honduras Government was to put into circulation, and the intrinsic value of which 
did not much exceed a tenth part, that is, 500,000 francs. 

Meanwhile the Government had in its possession the 142,230 bonds still unplaced, 
each for 300 francs nominal value, which, in proportion as their sale was forced on 
Change would: go on decreasing in value, until they came down to the ruinous price ,of 


20 francs per bond, as it actually happened. 

Messrs. Bischoffsheim and Goldschmidt of London were so much displeased, that. the 
greatest efforts on the part of the Minister in London were required to, prevent them from 
carrying out their intention of throwing up the affair altogether, which would have caused 
the complete ruin of tHe railway and the loss of all hope for Honduras. 

At this time great and terrible events were brewing in Europe. No one could have 
expected that they would produce the lamentable effects which they did produce, or that 
they were to disturb all operations upon ’Change, and exercisea pernicious and paralysing 
influence upon all enterprises founded on credit. 

The Minister in London had duly reported .to the Supreme Government ;on the:result 
of the loan in Paris, on the new complications which had arisen, and the unbearable:state 
of affaira, if fresh resources were not in some way sought for. 

The million dollars in nickel coin, or 5,000,000 francs, the manufacture of which cost 
3,000,000 francs, abstracted from the French Loan, was of no use at all to the Govern- 
ment, because the Honduras public would not accept its circulation; and the Government, 
having no other resource at disposal for the construction of the railway; was obliged to 
try that expedient again, which had already produced such evil results twice over, that is, 
a third loan, in order to see whether the completion of the railway, the object of all its 
aspirations, could be effected by that means. Accordingly the Government sent over 
fresh powers to contract that third loan ; they bear date the 14th of May 1870. 


V. 


Honpvuras Loan or Two Minzion Five Hunprep THOUSAND ‘POUNDS. 
Lonpon, 1870. 


Ir is easy to understand the difficulty. of issuing a third Joan :for:the:construction’of the 
Honduras Railway, when there were already two in the market, one ‘in London and the 
other at Paris, the public being alarmed at the conditions:of:the»second loan, and the 
Government having no new guarantees to offer, either real or even nominal. ~ 

Various considerable sums had been sent. to the Honduras Government, not only for 
the purpose of providing for its peremptory internal requirements, but also to proceed 
with the cutting and exportation of mahogany, and the working of some mines, for the 


purpose of remitting the produce to Europe and thereby attracting public attention. But 
). ‘the 
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the Government was unable to send either mahogany or metals; and only after much 
exertion was the arrival in Europe announced of two cargoes of mahogany on account. of 
the Honduras Government, of which the news alone produced the best effects. Unfor- 
tunately, that mahogany had not been cut and prepared by order of the Honduras Govern- 
ment; it had been bought by the Government from the mahogany merchants on the north 
coast; and when it came to Hurope was found to be of the most inferior quality, and much 
of it in bad condition. 

There was also a cargo of timber which came direct from Amapala, besides those which 
the Government sent from Belize. 

Finally, it was determined to put the third Honduras loan for the completion of the 
railway on the market, as the only available resource for meeting the engagements with 
the contractors for the line, and others, which were pending. 


The prospectus of this third loan appeared on the 20th June 1870. It was as’ 


follows :— 
1870. 


« Honpuras TEN Per Cent. GoveRNMENT. Rattway. Loan, 2,500,000 J. 


« In 25,000 Bonds of 1001. each, bearing Ten per Cent. Annual Interest, payable half- 
yearly, viz., on 1st January and \st July. 


“« Tsssued at 80 per cent., and to be redeemed at par, in sterling, within 15 years, by 
yearly drawings, on the 3lst December in each year, by means of an accumulative 
sinking fund of three per cent. per annum. 


“ The first drawing to take placeon the 31st December 1870. 
« The instalments to be paid as follows :— 


15 per cent. on allotment. 

10 per.cent..on lst August. 

10. per cent. on. Lst September. 

15 per.cent..on Ist October. 

15, per'cent. on 1st, November. 

15 per cent. on 15th December, when definite bonds, with a coupon of 5 /., payable 
on the 1st January, attached, will be given in exchange for scrip. 


———— 


80. per. cent. 


« Interest will date from the Ist July. 
“The instalments may be anticipated at any time when an instalment falls due, under 
discount at the Bank of England rate. 


PROSPECTUS. 


« His Excellency Senor Don. Carlos: Gutierrez, Minister Plenipotentiary of the 
Government of the Republic of Honduras to the Court. of St. James’s, being authorised: 
by full powers, dated 14th March,1870, to raise for his Government: a'loan of 2,000,000 7. 
sterling net, for. the completion from sea to sea of the Inter-oceanic Honduras Railway, 
has instructed the London and County Bank to receive applications for the same. 

“ The loan will be represented by bonds to bearer of 100 /. each, bearing interest, until 
redeemed, at the rate of ten per cent. per annum, payable half-yearly on the 1st January 
and 1st July in each year, at the London and County Bank. 


“ The whole loan will be redeemed within 15 years by an accumulative sinking fund of 


three per cent..per annum, to be applied by annual drawings, the said drawings to take: 
place on the 31st December in each year, in the presence of the Honduras Minister in 
London, a representative of Messrs. Bischoffsheim & Goldschmidt, and a notary public, 
and the bonds so drawn will be paid within one-month thereafter. 

“ This loan is raised to. complete the Inter-oceanic railway, and to place:the line from 
sea to sea in thorough and efficient working order. As in the case of the previous loan, 
the proceeds of the present loan will be paid into the hands of trustees appointed for that' 

urpose. 

othe entire railway and its revenue is mortgaged to the bondholders of all denomina- 
tions, and the proceeds.of the State domains will be applied inia like manner. 

<¢'The first section is contracted to. be. finished next) November. Messrs: Waring: 
Brothers & M‘Candlish have undertaken, under heayy penalty, to.complete the second 
section at the end of 1871; and;a new contract has. been signed with: them to complete: 
the entire railway from Puerto Caballos, on the Atlantic coast, to the Bay of Fonseca, on! 
the Pacific, and to deliver it over in efficient working order in the autumn of 1872. 
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Appendix, No.12. “ The railway is under the protection of the British Government by a treaty, which 
=< declares — 


‘In order to secure the construction and permanence of the route or road herein 
‘ contemplated, and also to secure for the benefit of mankind the uninterrupted 
‘advantages of such communication from sea to sea, Her Britannic Majesty recog- 
‘ nises the rights of Sovereignty and property of Honduras in and over the line of the 
‘said road, and for the same reason guarantees, positively and efficaciously, the 
‘ entire neutrality of the same. And when the proposed road shall have been com- 
pleted, Her Britannic Majesty equally engages, in conjunction with the Republic 
‘ of Honduras, to protect the same from interruption, seizure, or unjust confiscation, 
‘ from whatsoever quarter the attempt may proceed.’ 


‘ 


“ Treaties signed by the Honduras Government with France and the United States 
contain the same provisions. 


“« A general bond, executed by his Excellency Don Carlos Gutierrez on behalf of the 
Government of Honduras, will be deposited at the Bank of England for security of the 
entire loan, and the definitive bonds of this loan will be signed by his Excellency Don 
Carlos Gutierrez,on behalf of his Government, and countersigned by Messrs. Bischoftsheim 
& Goldschmidt, agents of the Government in England. 


“ Applications for the loan will be received by the London and County Bank, 21 Lom- 
bard-street, and branches, where prospectuses and forms of application can be obtained. 


«* London, 20 June 1870.” 


‘ 


At the same time a third committee of trustees was appointed, composed jof Messrs. 
Ford, Widdicombe, and Blythe, in whom Messrs. Bischoffsheim & Goldschmidt fully 
confided, and of Mr. Charles Lefévre. 

This committee undertook to receive the accounts of its predecessors in London, and 
also to receive the bonds of the Paris loan which were still unsold. 

The new loan had been prepared with the utmost care, and without sparing any necessary 
expense, in order to’ ensure its success. Both on ’Change and in the Press, there was a 
multitude of persons who supported the operation; and the English public, already the 
most interested in the completion of the railway, met this loan with a satisfactory sub- 
scription. For a moment tho operation was assured and there was a possibility of finishing 
the railway by this means. But only a few days after the distribution of the subscription, 
the Franco-Prussian war broke out, with its hostilities, defeats, and catastrophes, causing 
amost frightful depreciation of all funds. There seemed to be a fatality against the 
success of every operation for the termination of the Honduras Railway. 

It was necessary to employ the scrip of this loan, which represented the 15 per cent., 
corresponding with the first instalment, in purchasing bonds, in order to prevent any 
alarming or ruinous fall which would ruin the operation; and the trustees had to do with 
three loans in the market, that of 1867, still not fully realised; that of 1869, of which two- 
thirds were unplaced; and that of 1870, the bonds of which were all in possession of the 
trustees, and the sale of them on ’Change could only be commenced after the 15th of 
December. : 

On the other hand, the engagements contracted were becoming more and more pressing ; 
the interest and redemption fund of the Fedaral debt had to be paid every six months; 

‘ the interest and redemption fund of that part of the London loan of 1867, and of the Paris 
loan of 1869, which had been placed, had also to be discharged every six months; it was 
necessary to pay off the offers made to the Government to assist it with considerable sums 
for the purpose of preserving internal order, and the Government drew on the trustees on 
account of the sums offered; and lastly, it was necessary to pay the contractors, Messrs. 
Waring Brothers & MacCandlish, the instalments which were due to them from time to 
time for carrying on the works. If any of these payments should be neglected, the con- 
sequences would be fatal. 

It was quite impossible to dispose on ’Change of the number of bonds required to meet 
these engagements as speedily as they were accumulating. Any public offer for the sale 
of twenty or thirty thousand pounds’ worth of bonds would produce an enormous fall in 
the prices of quotation ; so that it was most important not to alarm the market, in order 
to maintain the quotation price as high as possible. But as time went on, and engage- 
ments became due from day to day, there was no resource but to employ the expedient of 
selling the bonds to the speculators on ’Change, at a much lower rate than the price of 
quotation, in order that they should advance the money most needed, and should place the 
bonds in the market on their own account, by degrees and without causing alarm. 

The risk and difficulty of this operation for those who took bonds on their own account, 
and the price at which it was necessary to dispose of the bonds to induce them to incur 
that risk, will beeasily understood ; and even thus it was difficult to find those who would 
take enough to get rid once more of the pending engagements. Sposa 

The result of all this appears to be, from a careful and very approximate calculation, 
that the 5,990,108 /.,to which the three loans of 1867, 1870, and 1871 amount, hardly 


produced, upon an average, an available 45 per ceut. on their'nominal value, that is, some 
2,695,000 L. 
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The application of this sum may, in approximate figures, be divided as follows :— 


Interest and redemption paid for these loans, and for the <, 

Federal debt up to 1 March 1873, the date of last pay- 

ment of interest on the French loan = - - - - 1,100,000 
Coining the nickel money - - = - - - 120,000 
For the construction of the first section of the railway, and 

materials for the second and third sections - ~ - 1,050,000 


Various sums placed at the disposal of the Government, or 
paid on its account, including old debts of the Govern- 
ment paid in London, bills accepted and paid, consign- 


ments of arms, money paid for working mines, &c. + 2 180,000 
Salary and commission paid to the Government engineer, 
pay of the trustees, commission, general expenses, &c. &c. 245,000 


Totan - ~ - &. 2,695,000 


Before concluding the history of the Honduras Loans, it was necessary to introduce the 
approximate figures of their produce, because they show clearly what must have been the 
confusion amongst the persons who conducted those operations, when they found their 
efforts to improve a situation so painful, so unavoidable, and so serious, frustrated on all 
sides. In the middle of the year 1871, in spite of all the efforts and sacrifices made to 
place the bonds and debentures of the three contracted loans, there were still unplaced 
bonds to the amount of 2,000,000 7. nominal value. Even if this sum had been realized 
as the rest was realized, not only would it have been insufficient to complete the construc- 
tion of half the line, but it would hardly have covered the interest and redemption of the 
said loans up to the end of the year 1872. Then the engineer of the Honduras Govern- 
mont, Mr. James Brunlees, one of the most eminent and accredited in England, supported 
by the no less eminent engineer, Edward Woods, President of the Society of Civil Engi- 
neers, suggested to the contractors for the loans in London, to the trustees, and to the 
Honduras Government itself, the idea of converting the projected Inter-oceanic railway 
into a triple line railway, that might transport vessels up to a thousand tons’ burthen and 
their cargoes from sea to sea, on special trucks; a gigantic, colossal, bold idea, which, 
though not new, was of universal interest, if practicable; and its practicability was scienti- 
fically discussed and proved, and could not be doubted by the public in general, when it 
came from two such eminent engineers as Brunlees and Woods, and in an age whieh has 
seen electric cables stretched across the ocean, a passage for ships opened between the 
Mediterranean and the Red Sea across the Isthmus of Suez, locomotives traversing the 
Alps after the perforation of an immense tunnel in Mount Cenis, and works prepared for 
openining another tunnel from England to France under the Channel. 

The contractors for the loans in London were enthusiastically in favour of the idea, and 
conceived a financial combination to present the project to the public. That combination 
was, at least. to produce the conclusion of the Inter-oceanic road already begun, and thus 
get over the difficulties which surrounded the enterprise. 


VI. 


PROJECT FOR CONVERTING THE RAILWAY ACROSS HonpDuRAS INTO aN INTER- 
Ocranic RaIbway To TRANSPORT SuIpPs. 


The calculations of the profits which a railway across Honduras must produce are so 
satisfactory and flattering that, according to them, from the moment when that line can 
be finished and opened for traffic, one of the principal causes will disappear which have 
rendered the sacrifices made in the loans useless; and it has been, and is, that which 
bars the success of every combination based upon credit to re-establish confidence and 
give new life to the undertaking. Were the line once completed, the profits which its 
working would produce, the value which the uncultivated lands on each side of the line 
would acquire, the exportation of the timber from the extensive forests which it traverses, 
and the mines in the vicinity of the line, well managed, would be more than sufficient to 
make satisfactory arrangements with the bondholders, and to reduce the debt nominally 
contracted to equitable terms, in exchange for the assurance which those elements, duly 
managed, would afford for the payment of the interest. 
~ Hence the anxiety of those in favour or interested in this enterprise to finish the line 
at all events, convinced that when once it is finished, it will itself produce sufficient to 
clear off all liabilities incurred. 

When the project for converting the line into a ship-railway was laid before the public, 
it was hoped that the idea would be sufficiently supported to afford means for finishing 
provisionally the line already begun; and, afterwards, according as the enthusiasm of the 
public was displayed, to go on with the works for converting the line into a ship-railway, 
or to abandon the project. 
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Appendix, No. 12. The same idea of constructing a railway to transport vessels across Central America 

pate had been communicated to the Government of the Republic of Costa Rica, as practicable 
for that country, and the measures for its acceptance by that Republic were considerably 
eR on the terms which Mr. Lefévre had proposed to the Minister for Foreign 
A ffairs. 

The Supreme Government of Hondaras, which was fully aware of all the mischances 
met with in the previous loans, and the insuperable accumulated difficulties in providing 
the funds to proceed with the line already begun, and to obtam half-yearly the enormous 
sums required to pay the interest and redemption of the loans, determined to accept the 
new idea of soliciting from the public another loan to convert the railway im course of 
construction into a ship-railway, and sent over special powers to carry it out; they bear 
date the 24th of November 1871. 

The Minister in London distrusted the success of the operation, not only on account of 
the difficulties which he supposed there would be in effecting it, but also on account of 
the enormous sum which it was necessary to ask from the public for the purpose, and on 
account of the sad lesson taught by the previous attempts.” 

But the Minister in London could not take upon himself the responsibility of opposing 
what was proposed by the eminent engineers who were in the service of Honduras, 
and. the contractors for the loans, above: all when the latter: declared that it was: im- 
possible to finish the line, or to: go om paying the dividends of the interest om the loans; 
and, besides, the Government had already accepted the project, and sent powers, orders, 
and instructions for the purpose. 

The Minister in London tried:all he could, consistently with his official character; to 
oppose the project, but it was in_vaim. The trustees, the engineers, the contractors for 
the loans, Mr. Sharp, the legal adviser of the: firm of Bishoffsheim, affirmed that it was an 
absolute necessity, and the only means of attaining a good result, to propose to the: publi¢ 
the conversion of a line into a ship-railway, and to solicit as a loan the sum necessary 
for it.. | 

On the other hand, the contractors: for the: works already begun, Waring Brothers & 
MacCandlish, were continually threatening to suspend or abandon the works and! give 
the matter up, unless they were paid what was due to them, and regularly received the 
instalments agreed, upon in their contracts. Moreover, they had brought serious claims 
against. the Government, demanding enormous damages for not having been paid in due 
time the stipulated sums for the construotion of the line, from whick default of payment 
they alleged that they had already suffered. ruinous losses. 

In answer to the complaints of these gentlemen respecting irregularity of payment, 
they were blamed by the Honduras Government for not having performed the works of 
that part of the line already constructed so substantially and properly as was required ; 
but the trustees of the Government were not in a position to proceed against those eon- 
tractors energetically, because they were in their hands; and in. order to: avoid worse 
evils and judicial proceedings, they determined, in. concurrence with the contractors for’ 
the loan in London, to revoke the contract with Messrs. Waring’ Brothers: & 
MacClandlish, and to entrust the execution of the work to other engineers who would be: 
less pressing for the money required. for the construction, and more serupulous.im duly 
executing the works. For this purpose am agreement was made with the said contracting: 
engineers, revoking the contract for construction on payment of what was due to them up 
to that date. d 

On the 22nd of May 1872, then, the project was issued to the public,* explaining the 
theory of the conversion of the line into a ship-railway, its practicability, the difficulties 
which stood in its way, and the means of overcoming them, as well as the advantages 
which might accrue to maritime commerce by relieving vessels bound from the Atlantic 
to the Pacific Ocean from the difficult and long: navigation by Cape Horn or the Straits 
of Magellan. To carry ow this: gigantic enterprise, a loan of 15,000,000 l. was demanded 
from the public. 

Messrs. Bischoffsheim, of London, were to sign the bonds. which should be issued for 
this loan; and,.in concurrence with them, the operation was conducted by Mr. Charles: 
Lefevre and the legal adviser of Messrs: Bischoffsheim, Mr. Sharp, in whose possession’ 
were deposited all the documents relative to this operation, in order that the public might: 
examine them, and he was the solicitor who prepared and drew up all the contracts 
necessary for the purpose. 

For greater precaution, Captain Bedford Pim was provisionally appointed as Special 
Commissioner of the Government of Honduras, for the purpose of watching over the 
interests of the Government; and this gentleman was selected because he was perfectly 
well acquainted with the Republic of Honduras, and the affairs of the Railway, as well 

as 


* The Minister-in London only received a private report from a Spanish engineer, adverse to the project. 
of the ship-railway, which had no weight against the opinion of two engineers so eminent as Brunlees and 
Woods, “That work,” said the report, “ though practicable in theory, is immensely difficult in practice, 
amongst other reasons, on account, of the stupendous. radius. with which itis necessary to trace’ the line. 
If fifteen or twenty millions are placed at the disposal of the engineers, perhaps they, may overcome the 
difficulties; but even then it is problematical whether the results would correspond with such enormous. 
expenses.” There are, however, very respectable engineers who are still enthusiastically in favour of a 
ship-railway across Honduras or the Isthmus of Panama. 
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as because he was greatly esteemed in London for his activity, understanding, and pre- 
vious conduct. 

Five days after the project was presented to the public the news arrived in London of 
the revolution in Honduras, the invasion of its territory by the forces of Guatemala 
and Salvador, and the defeat and deposition of the President of the Republic, General 
Medina. This news caused an immediate fall of 40 per cent. in the quoted price of 
the Honduras loans, which at cost of great sacrifices had been raised to 70 per cent. 

Then the Committee of Foreign Bondholders informed those who were conducting the 
operation that the announcement of the new loan solicited for the construction of the 
ship-railway would be opposed ; and, in consideration of such serious antagonism, the said 
loan was prudently withdrawn from the market, fortunately without the Government 
having to pay the expenses incurred in organising it. 

The six months for the payment of the interest and redemption fund of the three loans 
already contracted were about to expire, and it was necessary to announce their proximate 
payment, so that the value of the bonds should rise again, and to show at the same time 
that the Honduras revolution did not in any way affect the railway undertaking. It was 
also necessary, at all events, to come to an accommodation with the contractors for the 
line, Waring Brothers & MacCandlish, so that, notwithstanding the revocation of the 
contract, they should go on with the works of the railway, which they would not do 
without more money. 

The prospects of obtaining that money were very gloomy, and yet it was absolutely 
necessary to obtain it at any sacrifice, not only because, if the payment of the interest 
and redemption of the loans were not announced, and if the railway works did not go on, 
everything would be ruined, but also because this was the sole means of gaining time to 
inform the new Government of all that had occurred, and to ask it for decisive 
imstructions. 

With this object in view the aforesaid Mr. Charles Lefévre advanced a sufficient sum 
to meet those urgent necessities, and it was deposited at a bank; then the public was 
informed at once through the newspapers that the funds for the payment of the interest 
and redemption of the three loans for the current half-year were ready and deposited in 
the bank. Mr. Charles Lefévre received in exchange for the sum advanced an equivalent 
amount in bonds at the price quoted on ’Change, and it was left to him to realise those 


bonds when he pleased. 


VIL. 


Mission OF A ComMissionER TO HonpuRAS TO REPORT TO THE PROVISIONAL 
GOVERNMENT.—-ANOTHER LOAN PROJECTED AT Parts. 


IN concurrence with the trustees and the contractors for the loans in England, the 
Minister im London determined to send out a commissioner to Honduras to inform the 
Government of the Provisional President, Sefior Don Céleo Arias, of the real state of 
affairs; then to propose to the Government some urgent arrangements; to recommend 
eertain projects and plans which might save the railway undertaking from a total collapse; 
and, above all, to request precise and detailed instructions as to what was to be done. 

Amother half-year’s interest and redemption of the English loans would become due 
on the Ist of January 1873; and, as the trustees had not sufficient funds, either in ready 
money or in bonds for sale, to meet those payments, it was absolutely necessary that the 
new Government should give the necessary directions to get out of these miserable 
difficulties in some way or other, so that there might be time to carry them out before 
those engagements became due. D. Ramon de Silva Ferro, the Secretary of the Legation 
in London, was charged with this delicate mission; he left Southampton for Honduras 
on the 17th of July 1872, and he was ‘to return with instructions to London before the 
following December. ste 

The Secretary, Sefior de Silva Ferro, reached Comayagua, the capital of the Republic, 
on the 22nd of August 1872; and heat once presented to the Government a circum- 
stantial report, giving an exact account of the very serious state of the railway affairs and 
ot those of its loans. The Secretary took with him, for delivery to the Government, the 
accounts presented by the firm of Dreyfus, Scheyer & Co., respecting the French loan; 
the current account of the trustees in London; all the reports and previous proceedings, 
to aid the Government in the examination of those accounts; a project for the concession 
of uncultivated lands on each side of, the railway, to offer them to the bondholders as a 
special guarantee, by means of which the revocation of the general and abstract pledge 
made for the loams was to be proposed, which extends to all the uncultivated lands and 
forests of the Republic, and a suitable arrangement was to be offered to the bondholders, 
so that the construction of the railway might be carried on with ease. He likewise took 
out a project fora “Bank Concession,” and also one for a “ Mine Law,” with some others 
of a partial character intended to promote the arrangement of the railway affairs. 

But the Government of the President, Sefior Arias, which had just been established at 
Comayagua, had already formed a very different judgment of the state of the railway 
affairs and the causes of its mishaps. Public opinion charged the ex-President, General 
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Appendix, No. 12, Medina, then in solitary confinement in a prison at Comayagua, with having diverted 
from the loans contracted in Europe for the railway many and enormous sums, which he 
had deposited, as it was said, in some European banks for his personal use; and the same 
accusation was made, with absurd exaggerations, against some other functionaries who had 
acted in the name of the Government. No one in Honduras had the least idea of the 
real causes of such contretemps; and all was explained in the most easy and simple 
manner, by assuming that the Government had collected about six millions sterling for 
the construction ot the railway, and that five-sixths of that sum, which belonged to the 
Republic, had stuck to the fingers of those who had the management of the business. 

All the previous official preceedings, all the documents concerning the railway and its 
loans, had disappeared or had been destroyed during the revolution; and the then Pre- 
sident, Senor D. Céleo Arias, had already decided to appoint confidential commissioners | 
to investigate in Europe the truth of all that had occurred. 

The exact statement of the facts, and the plain and truthful, though discouraging, 
picture of the state of these affairs in Europe, as presented to the Government by the 
Secretary of the Legation in the name of the Minister in London, made the Government 
aware of the seriousness of the circumstances, and the difficulty of prescribing efficient 
measures to remedy them. ye 

The Government of Sefior Arias then first understood the signification of the nominal 
figures which represented the contracted loans; the causes which had led to the failure 
of those loans, and reduced them to less than a moiety in cash. 

The Government allowed about six weeks to elapse without coming to any apparent 
resolution, not even that of appointing a committee to examine the documents brought 
by the Secretary sent from London. Then the latter solicited, in the name of the 
Minister in London, that a Special Commissioner in the confidence of the Government, 
a native of Honduras, and of known patriotism and honour, should be sent to England 
with sufficient power and authority to adopt the necessary measures in Europe; and for 
that purpose he suggested to the Government that it would be well to select Senor D. 
Ponciano Leiva, then Minister for Foreign Affairs, as most fitting to discharge such a 
delicate commission by his civic merits and the public approbation which he had earned. 

The President did not accede to this suggestion, but directed that Dr. C. E. Bernhard, 
German Consul at Amapala, and wholly in his confidence, should be authorised for the 
purpose, and be invested with ample powers to act as Commissioner in concurrence with 
the Minister in London. 

M. Adolphe Herran, son of the minister of Honduras at Paris, and attached to that 
Legation, was at Comayagua at the same time. His mission at Comayagua was to solicit, 
on the part of the Minister at Paris, the approval of the accounts of the French loan of 
1869, presented by the firm of Dreyfus, Scheyer & Co., and by the Minister himself; to 
re-validate his credentials as Minister, which had been withdrawn, in regard to Paris, by 
the previous president, General. Medina, shortly before his fall; to obtain some directions 
from the Government concerning certain matters which the said Minister had in hand at 
Paris; and to make official reports to the Government respecting the events, from his own 
point of view. At the same time he tried to induce the president to contract a new loan 
through the said house of Dreyfus, Scheyer & Co., for the purpose of meeting the pending 
difficulties, for which he said he had intsructions and powers from Messrs. iteotus, 
Scheyer & Co. : 

A few days before the Secretary of the Legation in London, and the appointed 
Financial Commissioner, Dr. C. E. Bernhard, left for Europe—the latter, with general 
powers to act in concurrence with the Minister in London, and with reserved powers to 
act independently, if he thought fit—the president, Senor Arias, signed with M. Adolphe 
Herran, acting in the name of the firm of Dreyfus, Scheyer & Co., a contract ad refe- 
rendum, for a loan which those bankers undertook to raise for the completion of the ; 
railway. " 

The conditions of that loan were so absurd, considermmg the complicated state of ) 
Honduras affairs in Europe, and so prejudicial to the firm of Dreyfus, Scheyer & Co. A 
itself, that the Secretary of the Legation in London pointed this out to the President in 
the presence of the Ministers, expressing doubts as to whether M. Adolphe Herran had , 
instructions from Messrs. Dreyfus, Scheyer & Co. to propose such a contract for loan 


on those terms. Nevertheless, the President, Seiior Arias, had faith and hope in the ' 
operation contracted for, and M. Adolphe Herran immediately started for Europe 

in order to arrive in November, and before the Secretary of the Legation in London 
and the Special Commissioner of the Government should be dispatched on the same ‘ 
voyage. 


Besides the loan-contract with which M. Adolphe Herran returned to Paris, he had 
obtained for his father his restoration as Minister of Honduras at Paris, with instructions 
not to meddle with the financial affairs of the loans or the railway. 

The Secretary of the Legation in London, and the Commissioner appointed by the 
Government, were to leave for Europe a fortnight after M. Adolphe Herran had done so. 
But, unfortunately, the steamer which was to take them from the Bay of Fonseca to 
Panama, was wrecked on the coast, and the two travellers could not. arrive in London 
before the end of December 1872. ; 

Meanwhile, there was no news in London of what the Government intended to do. 
The trustees had resigned; the commercial house of M. Charles Lefévre had closed, and 
its principal was gone to France; a new committee of trustees had been appointed, com- 

prising 
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prising Messrs. G. B. Kerferd, Edward Haslewood, and Captain Bedford Pim; the bonds 
of the Honduras loan had sunk until they were quoted from 20 to 25 per cent., and the 
Joan-contract brought over by.M. Adolphe Herran had been repudiated by Messrs. 
Dreyfus, Scheyer & Co. of Paris. 

All hope having vanished of obtaining instructions from the Government in sufficient 
time to make them effective, Captain Bedford Pim, acting provisionally as commissioner 
of the Government of Honduras, and the trustee Mr. G. B. Kerferd, both authorised by 
the Minister in London, determined to try another loan, which was to be asked for at Paris ; 
it was to be 200,000 2, 10 per cent. stock. 

This is the prospectus :— 


« PrnanciaL AGENCY OF THE HonpuRAS GOVERNMENT, Paris. 


“« Issue of 5,000,000 franes (or 200,000 1.) 10 per cent. Stock. 
« Repayable at par in 17 years, dating from 1874. 
“ To be divided into shares of 20, 100, 500, 1,000, 2,500, 5,600, 10,000 francs. 


“ Price of Issue. 


10 francs on Application - - 

10 By Allotment - - 

15 af 15th February 1873 ; 70 francs, 

15 3 15th April 1873 - 
b 90°> jo 1th June 1873 = 
with the option of paying the whole at the time of subscription, with a discount of 6 per 
cent., or an allowance of 1 franc, which will reduce the net price to 69 francs. 

« The option of discount will be withdrawn after the closing of the subscriptions. 


70 francs for every 100 francs 
Stock, payable 


“ Guarantees. 


« A. ‘The general disposable revenues of the State. 

« B, A special appropriation of the lands lying along the Inter-oceanic Railway now in 
course of construction, and of which the first section is already working. The lands, 
which will be registered in the names of the trustees in London specially appointed by 
the Government, will be disposed of by the latter on leases for 99 years, to repay, if need 
be, even in anticipation, the shares of the present loan. 

“ The Honduras Government binds itself, in order to favour immigration, not to 
increase the price of the lands beyond 50 piastres (250 francs) the manzana (# of a hectare), 
which is their lowest current prise. The actual guarantee being 2 hectares to each 10 francs 
of stock, the security is absolute. 

« The above guarantees are specially mentioned in the General Bond deposited by the 
Honduras Government in the Bank of England. 

« The product of the present loan, after having provided for the completion of the rali- 
way, for the purchase of material and machines, and for public works, will be applied to the 
foreign financial services of the Honduras Government. 


Proceeds.— Sinking Fund. 


“ The interest will be paid half-yearly at Paris, London, Hanover, Geneva, &c. 

“ The first coupons will be paid on the Ist of July 1873. 

« The redemption will take place in 17 years by half-yearly drawings and equal annuities. 
The first drawing will take place on the Ist of January 1874. 

«Tn proportion as the lands are disposed of by the Commissioners, more considerable 
repayments will be made in anticipation. 

“The quotation on the Exchange at Paris will be demanded as soon as the issue is 
concluded. 


«Tn conformity with the law of the 25th of May 1872, declaration of the present issue 
was made on the 11th instant at the Registration and Stamp Office of the Seine, No. 790 
bis of the register of the visa for stamping documents of stocks and other public effects of 
foreign Governments. Consequently the shares issued in France will be delivered bearing 
the French stamp. : 

(signed) Bedford Pim, . 
Special Commissioner of the Honduras Government. 

« Paris, 15 December 1872.” 


To inspire confidence in the money market of France with regard to this operation, the 
‘payment was announced of the interest of the 1869 loan, which became due on the 
lst of April, for which purpose the necessary funds were deposited, derived from the 
bonds which remained in the possession of the trustees in London. There was now 
nothing left to pay the interest and redemption of the English loans which fell due in 
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pendix, No. 12, January, and they could only be met in case the new loan attempted at Paris should ‘turn 
iy out successful. i : 
All was prepared by the middle of December 1872, to put it on the market; then the 

Minister in Paris, M. Herran, and the Consul General, M. Pelletier, protested against this 

operation on the 24th of December. ‘This gave rise to the disputes and debates with | 

Captain Bedford Pim, which have been extensively circulated by the “ Foreign Times ” of oF 

the 15th of January 1873. . 


Dr. Bernhard, the Special Commissioner of the Honduras Government, and the Secretary sg 
of the Legation in London, Seiior de Silva Ferro, arrived in London while these things g 
were going on. o. 

q 
Vill. 7 


MerrTine oF THE HonpuRAS BONDHOLDERS, ON THE 10TH OF JANUARY 1873. 


A MEETING of the Honduras Bondholders was called by Captain Bedford Pim, R.N., 
the Special Commissioner of Honduras, to be held on the 6th instant; but on account of 
the illness of Captain Pim, it was postponed to the 10th instant, at 2.30 p.m., at the 
London Tavern, Bishopsgate-street, where a crowded and important assemblage of the 
bondholders took place. The gallant captain was so far recovered as to be able to take 4 
the chair exactly at the appointed time, and gave the meeting the very clear statement | 
which we now publish in full detail. ; 

‘Captain Bedford Pim, upon entering the room, was received with cheers, and after 
taking the chair proceeded to deliver the following speech :— 


“ Gentlemen,—I appear before you to-day to give an account of my stewardship as 
Special Commissioner of Honduras, and, in order to make my statement as clear as 
possible to everyone, I shall divide what I have to say into two parts; the first com- 
prising an account of the present actual position of Honduras and the bondholders ; and 
the second, my individual participation in the events which have ‘happened since our 
meeting in the summer of last year. 

“T can safely say that my bitter disappointment and grief at having to announce to 
you that neither coupon nor drawing is at present forthcoming is not second to that of 
any bondholder present; but that this misfortune has arisen in a manner nobody ould 
have foreseen, will be abundantly proved to you presently. 

“ The only comfort I can give you at present is the assurance that it has mever entered 

- the heads of those in authority in Honduras to repudiate their national debt. On the con- 
trary, Ican assert, without fear of contradiction, that every exertion has been made to fulfil 
the financial obligations of the State, and complete the Inter-Oceanic Railway, upon 
which the hopes of both natives and bondholders are so intimately bound up. 

“T firmly believe that every penny of the indebtedness of Honduras wall be discharged 
if only time is given; and if I did not so believe, I would not retain the appointment of 
Special Commissioner for one single moment. And here I feel it my duty to you, in 
proof of what I have just said, to inform you that all the loans have been raised for the 
sole purpase of building the Inter-oceanic Railway, and that, so far as 1 can understand 
figures, the Government of Honduras positively have used only the very smallest per- 
centage cf those loans for any other purpose but the railway from 1867 to the present 
day, a period of five years. If anyone wants a better proof of the singleness of purpose 
and honesty of the Honduras Government, I can only say he is very unreasonable. 

“Gentlemen, I have received letters without number from bondholders. I have not 
answered any of them, because 1 felt that I owed a duty to the general body, and not to 
individuals. Verbally, I have spared no pains during the last six months to afford every 
information to inquiring bondholders who have waited wpon me personally. I make this 
statement, because I should be very sorry if any bondholder thought me unfeeling because 
I did not answer his letter. These letters from bondholders contain every sort of ques- 
tion bearing upon the matter now before us which it is possible to conceive ; and I think 
it will, perhaps, be the wisest course for me to adopt, if I take those questions sertatim, 
and give a reply to each. 

I need not say that, if anyone has any other questions relevant to Honduras to ask, I 
shall gladly answer them. . . 

The following are the questions I refer to :— i. 


——— 


we eet 


1.—Q. Can you state that the money of bondholders has been expended with judgment 
and due economy #—A. The money has been expended in the only possible way, viz. :— 
1. In prosecuting the railway works so far as the internal dissensions of the ‘country 
would permit; 2. In providing the coupons and drawing of the bondholders. 

2.—Q. Supposing the present Government to be upset, is there any succeeding 
Government likely to repudiate the existing debts, or to fail to pay dividends punctually ? 
—A. Repudiation under any circumstances is most unlikely, as is proved ei the con- 
sistent desire on the part of those in power, of all shades in polities, to finish the Imter- 
oceanic Railway. | 


— Q. Supposing 
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3.—Q. Supposing there is money enough, and no political interruption, when do you 
expect the railway to be finished ?—A. Within about two years. 

4.—Q. Is there enough money. to finish the railway ?—a. Certamly not. 

' §6.—Q. Are you a bondholder yourself?—A. Certainly not. I have never held a bond, 
and never made or lost a single shilling in Honduras stock. 

6.—@Q: Is there a prospect of peace in the country ?—A. There is a fair prospect 
of peace in the country; but upon this point Dr. Bernhard, a commissioner, who has 
arrived within the last few days from Honduras, will be able to give you the latest in- 
formation. 

7.—Q. What has: become of the difference betweem the amount realised on the sale 
of the bonds and the actual amount paid to the contractors for the railway ?— A. I am 
sorry to say that the money referred to has been paid away im drawings and coupons, 
imstead of being devoted to the purposes of the railway, during the valuable time lost in 
revolutions and the war between Salvador with Guatemala against Honduras. 

8.—Q: What amount of money has been paid to the contractors of the railway on 
account of works?—A. Not very far from one million of pounds sterling. 

9.:—Q. What amount of money has been spent actually in providing interest and 
sinking-fund for the bondholders ?—.A. Close upon two millions sterling.* 

10:—Q: What amount of mahogany or silver ore has ever been imported into this 
country in accordance with the prospectuses?f—A. The mahogany and silver ore were 
actually exported from Honduras at a loss, for the simple reason that the distracted state 
of the country rendered the bringing of each product to market so much more expensive 
than formerly, owing to the almost total absence of labour. 

11.—Q: Is it true that many formidable engineering difficulties will be met with on 
the second and third sections of the line of railway ?—A. I cannot answer this positively 
from: my own experience, because I have not examined the line practically; but every 
authority who has done so agrees that the remaining portion of the railway can be con- 
structed within a reasonable time, without meeting more than the ordinary engineermg 
difficulties. 

12.—Q. From your great and extended experience of Central America, do you think 
that, when the railway is finished, it will be as paying a concern as the Panama Railway ? 
—A. So far as: I am concerned, I am decidedly of opinion that the Honduras Inter- 
oceanic Railway will prove a much better permanent investment than the Panama Rail- 
way itself; and I am strongly confirmed in this opinion by my friend Mr. George B. 
Kerferd, Consul of Honduras at Liverpool, whose experience of more than a quarter of 
a century of the commerce of Spanish America renders his opiniom peculiarly trustworthy 


and! valuable. 


These questions comprise the pith of the inquiries made of me from time to time; but 
I repeat that, should any gentleman present wish to ask any further questions, every 
opportunity will be afforded him. I want, however, to point out that, after an experience 
of six months of careful inquiries and consideration into the affairs of Honduras, I have 
conyineed myself that no enterprise, such as the Inter-oceanic Railway, has ever met 
with such a series of unfortunate and absolutely unforeseen drawbacks as this has, and 
that this is the real, sole, and only cause of the disappointment of those I now see around 
me, a cause which will be removed by the continuance of peace in Honduras, on which 
the commissioner direct from Honduras will shortly give you his views. I think I also 
ought to draw your attention to this fact, that the operations in Europe of financing the 
various’ loans have been rendered more than usually difficult and expensive by the occur- 
rence of no less than two wars almost within that period, to say nothing of the financial 
panic of 1866, all of which made it peculiarly difficult to raise the necessary funds ; and 
then, when the funds with great difficulty were obtained, the greater portion has been 
swallowed up in paying interest and drawings, instead of being devoted to the railway, 
simply because the internal discord of the Republic put a summary stop to public 
works, 

And now, gentlemen, the painful task devolves upon me of detailing to you in the 
most succinct manner, the events which have occurred since my meeting you in this same 
room in the summer of last year. I will not enlarge upon the strenuous exertions which 
I have made to arrange financially for meeting the obligations of Honduras, and com- 
pleting the Inter-oceanic Railway. 

T do not take any credit, but: I feel proud to state to you that.] have been over to the 
Continent no less than 10 times on your business; and that, after great trouble and 
anxiety, it was/ finally arranged to issue a loan in France, from the proceeds of which the 
eoupon and drawing might be paid, and the works of the Inter-oceanic Railway be 
vigorously prosecuted. The arrangements, under the best auspices which could be 
obtained in Paris, were completed, the necessary formalities with the French Govern- 
ment were concluded, and the loan brought out in Paris and the provinces at very great 
expense, and, as was afterwards proved, with a success which exceeded the most sanguine 

anticipations. 


* Note by the Author: An exaggerated statement. 


t A small remittance of silver, sent by General, Medina’s Government, was purchased of miners. in 
Honduras, and sent to Europe to represent the produce of mines worked by the Government, with money 
remitted from Europe for that purpose. 
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anticipations. But the well-founded hopes which I ventured to express to you in my 
circular of the 12th of December last were not destined to be realised. Monsieur Victor 
Herran, Minister Plenipotentiary of Honduras in Paris, and his son-in-law, Monsieur 
Eugéne Pelletier, Consul General of Honduras in Paris, from motives, the baseness of 
which I will not condescend to enlarge upon, having failed to extort from me, through 
the Honduras bankers in Paris, the sum of 40,000/. and 16,0007. respectively, laid an 
information before the French authorities that I had falsely assumed the title of Special 
Commissioner, and intended to swindle the French public out of the proceeds of the 
loan. 

These assertions, however transparently ridiculous, had upon me a most serious effect. 
I was summarily arrested at my hotel without the slightest intimation upon what 
grounds, lodged in the cells like a common felon, dragged before the judge twice with a 
chain round my wrist, and incarcerated for 46 hours under circumstances which I disdain 
to excite your feelings by narrating. I will not enlarge upon what I had to endure, but, 
fortunately, documents seized by the police testified to the baseness, the cowardice, and 
the deliberate falsehood of Messrs. Herran and Pelletier. Gentlemen, it is my duty to 
tell you that two more unworthy men it has never been my misfortune to meet with. 
You will hardly believe that when the Commissioner of Honduras (Dr. Bernhard), 
called upon Monsieur Victor Herran, on the 27th of December last, and asked him 
where Captain Bedford Pim could be found, that he replied Captain Bedford Pim was 
in London, although he well knew that at that very moment Captain Bedford Pim was 
incarcerated in the common cell of a French prison at his own instance. Not only that, 
but as a proof that Messrs. Herran and Pelletier were both thoroughly cognisant of every 
step taken by Don Carlos Gutierrez, the Honduras Minister Pleuipotentiary in London, 
the former, M. Herran, sent his son-in-law, M. Pelletier, to Brussels to Don Carlos, who 
was at that time delivering his credentials from Guatemala to the King of the Belgians, 
when M. Pelletier, in the name of M. Herran, declared his entire approval of \the steps 
taken, and, after making himself master of the terms of the contract, stated, in the 
presence of three witnesses, whose letters are appended, that both himself and his father- 
in-law would give every possible support to the loan. 

Before leaving the painful subject of the disgraceful conduct of these two men, I will 
quote the following extract from the declaration of M. Seegmann, financial agent of 
Honduras, on this subject. 

This gentleman was arrested at the same time as myself, and, being a Bavarian, was 
possibly in a more dangerous position than I was, for Paris being still in a state of siege, 
legal security for person or property can scarcely yet be relied upon, 

After narrating the particulars of two or three visits paid to him (Mr. Seegmann), at 
the financial agency of Honduras since the 16th of December, he goes on to say :— 


“T learned nothing (from M. Pelletier) during the next day, Monday, 23rd; only 
about half-past 5 p.m. M. Nouette Delorme gave me notice that he had been informed 
by M. Francois, editor of the ‘Droit’ newspaper, that a protest was to be inserted in 
his paper the next morning. In spite of my great repugnance, I thought it my duty to 
go to M. Pelletier, at his hotel at Passy, to demand explanations from him. M. Pelletier 
was not in, but Madame Pelletier, in his absence, thought she could assure me that her 
husband was a complete stranger to the fact I mentioned. However, I waited nearly 
three quarters of an hour for M. Pelletier, and just as I was going away, as 7 o’clock 
struck, M. Pelletier came in and confirmed what his wife had said. Returning home at 
once, I found M. Nouette Delorme there again, who told me that he had been informed, 
and that in effect M. Frangois had received for his paper a protestation, of which he did 
not think it his duty to point out the authorship, but that at the same time he had been 
told to await ulterior orders before inserting it. I immediately returned to M. Pelletier 
to correct the too great positiveness of my former assertion. M. Pelletier received me 
most graciously, and repeated to me that he had nothing to do with what might have 
been done in the ‘ Droit’ newspaper; that he had no intention of acting in any way at 
the present moment, and that he would do nothing without giving me notice. The next 
morning, December 24th, his protest appeared in the ‘ Droits. sly ¥ 

“M. Pelletier, whilst the notary was at work on the 26th of December, tried to enter 
into conversation with me. I let him talk. He said to me, among other things : 


“Ist. This can do you no harm. We look on you as an intelligent, faithful 
treasurer-paymaster, and we are especially anxious that your work in the payment 
of the coupons should not be interrupted for a moment. 


“2nd. It is lucky for you that the issue cannot take place just now. ‘Lhe Hon- 
duras Government would have suffered a disgraceful check, but we will take it up 
again in six months with every chance of certain success.” 


A certified copy of the lengthy document from which the above extracts have been 
taken has been laid before the Juge d’Instruction, M. Matthieu de Vienne. 

I have now only to remark, on the personal part of the subject, that every effort will 
be made to bring Messrs. Herran and Pelletier to justice. My case will be formally laid 
betore the English Government; the French Government will be officially informed of 
the conduct of those persons who thus prostitute their diplomatic position to serve their 
own ends, and it remains to be seen if M. Thiers will ever again receive either of these 


men, while Don Carlos Gutierrez, my colleague Mr. Kerferd, as well as myself, have 


officially 
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officially laid before the Government of Honduras all the facts, with a view to the im- 
mediate dismissal of the two men who have done all in their power to dishonour the 
country they so unworthily represent. After their dismissal, and when no longer clothed 
with immunity by their official character, they will have to answer to me for their dis- 
graceful behaviour; and, in view of that event, I have already taken the necessary 
steps to prevent their escape, by employing detectives never to lose sight of either of 
them. 

The letters of Mr. Kerferd and myself to the Government of Honduras, and that of 
Don Carlos Gutierrez addressed to me, are herewith appended :— 


«4, Westminster Chambers, London, S.W., 
« Excellency, 1 January 1873. 

«* T wave the honour to inform your Excellency that after devoting my best energies as 
Special Commissioner of Honduras for the last six months towards procuring the neces- 
sary funds to meet the obligations of Honduras and complete the Inter-oceanic Railway, 
and after the successful issue of a new loan in Paris, the proceeds of which were calcu- 
lated to effect the immediate object in view, his Excellency Mons. Victor Herran, 
Minister Plenipotentiary of Honduras in Paris, assisted by his son-in-law, Mons. Eugéne 
Pelletier, Consul General of Honduras in Paris, caused such protestations and false in- 
formations to be laid before the French Goverument as to occasion the forcible with- 
drawal of the new loan, at the same time subjecting me to the treatment of a common 
felon. The motives for this base act are on a par with the baseness of the act itself, but 
by the enclosed documents your Excellency will be made aware of the dastardly means 
by which MM. Herran and Pelletier endeavoured to accomplish their ends. 

« Fortunately, being well known, and holding a good position, the ambassador of Eng- 
land was soon able to satisfy the French authorities of my bona fides ; but I shall not at 
present trouble your Excellency with any details of the sufferings and indignity to which 
I have been subjected, but rather most earnestly draw your attention to the disastrous 
results which have arisen, and must ever arise, to the Government of your Excellency 
by retaining such unworthy representatives in Paris. In fact, as your respected repre- 
sentative in London, Don Carlos Gutierrez, will inform you, it is absolutely necessary 
that MM. Herran and Pelletier be at once dismissed in vindication of the honour of 
Honduras, rather than wait until the Government of the country to which they are 
accredited, France itself, declines to receive them. I think it is my duty to inform your 
Excellency, without loss of time, of this occurrence, although I cannot enter fully into 
the details, as there is not time before the mail starts, but I shall lay the whole subject 
before your Excellency by the next mail. 

« As the Special Commissioner appointed by his Excellency Don Carlos Gutierrez, on 
behalf of the Government, to endeavour to restore the credit of Honduras and relieve 
the Government of all its embarrassments, I feel bitterly that, at the very moment when 
success was assured, and without the slightest personal intimation from Messrs. Herran 
and Pelletier—indeed, I have never spoken to either of those persons in my life—they 
should have taken a step which must leave grave consequences behind it, and which 
certainly was not in the interests or for the benefit of the country they unfortunately 
represent. ) 

“ T have, &c. 
(signed) “© Bedford C. T. Pim, 
“ To his Excellency, “ Captain R.N., and Special Commissioner. 
The President of Honduras, Comayagua” 


“ Dear Sir, “ London, 6 January 1873. 

«“ The Supreme Government of the Republic of Honduras will learn with pain and 
astonishment the cruel hardships to which you have been subjected in Paris, in con- 
sequence of the acts of the Consul General of that Republic in France. 

« As you are well aware, for some time past I have endeavoured to secure the 
co-operation, and to act conjointly, in all Honduras matters, with my colleague, Sefior 


Don Victor Herran, Minister of the Republic in Paris. To this end, as you know, in © 


the loan contract concluded with you and Mr. George B. Kerferd, the 3rd of December 
last, I stipulated that the said contract should also be approved and signed by Mr. 
Herran, and requested you to see him immediately on the subject. 

« To secure Mr. Herran’s co-operation, I wrote to him, on the Ist and 3rd of December 
last, the private letters of which I enclose herewith correct translations. 

« Mr. Herran did not think proper to answer my letters in writing, but on the 5th of 
December M. Eugéne Pelletier, his son-in-law, and Consul General of Honduras in 
Paris, called upon me at the Hotel Belle Vue, Brussels, where I was:staying. There, 
and in the presence of the Rev. James Conolly (clerk), of the Catholic Church of Our 
Lady, Kentish-town; of Mr. Frank A. Mori and Mr. Charles F. Denny, he (M. Pel- 
letier), informed me, on the part of Mr. Herran, that he (Mr. Herran) had received 
instructions from the Honduras Government to confine himself to diplomatic affairs, and 
not to mix himself in financial matters, and that in consequence of the said instructions 
he could neither approve nor disapprove officially the above-mentioned contract. M. 
Pelletier, however, added, on the part of Mr. Herran, that he was willing to do his 
utmost in his extra-official capacity, both in Europe and in Honduras, to aid the success 
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of these negotiations for the finishing of the Inter-oceanic Railway, and fulfilling the 
Government's financial obligations. 

«© M. Pelletier further added that Mr. Herran considered the steps we were about to 
take for the issue of the projected loan as the wisest, course we could adopt in the present 
circumstances. 

“ In answer to M. Pelletier, I said, ‘In view of your declarations, and of the support 
and aid offered by Mr. Herran, I will consent to sign the projected contract loan,’ and 
accordingly, and in his presence, affixed my signature to it. 

“ With reference to your appointment as commissioner for the financial matters in 
Europe, yon can inform the French authorities that I have conferred upon you that 
appointment; in the exercise of the full powers conferred upon me by the Honduras a 
Government, of which you have a perfect knowledge. As you are well aware, those " 
powers were previously examined by Mr. Sharp, by Mr. Wynne, both eminent solicitors Hs 
of London, by Mr. Grisar, by Messrs. Dreyfus-Scheyer, by their own solicitors, by Mr. 
George B. Kerferd, and by several other eminent lawyers and business men, and they all 
unanimously declared that: the said powers were in every respect perfect, valid and, ample. 
Regarding this point it is itmpossible to raise the slightest doubt. 

“Jam persuaded that when you present these documents to the enlightened French 
authorities, in whose justice and impartiality I repose the most absolute confidence, they 
will at once exonerate you from all blame and censure.* 

‘«¢ With the assurances of my highest consideration, believe me, my dear sir, 


* Yours truly, 
“ Carlos Gutierrez, 
* Minister Plenipotentiary of Honduras. 
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‘ « Captain Bedford Pim, 
« Special Commissioner of the Honduras Government,. &c.” 


“ Most excellent Sir, 1 January 1873. 

“J vaxe the liberty of addressing this communication to your Excellency, with | 
the view of bringing to the knowledge of your supreme Government the unfortunate 
events which have occurred during the last few days in connection with the new loan, 
designed for the purpose of completing the Inter-oceanic Railway and paying the 
dividends on the English and French loans. 

“ Doubtless the illustrious representative of the supreme Government, Don Carlos 
Gutierrez, has already, in pursuance of his duty, informed your Excellency of all that = 
has happened in this matter. | 

“Tf not, I venture to ask your Excellency’s permission to explain and lay before you so ’ 
much as has come under my cognisance, and the part which I have taken in this affair. 
For this purpose I must enter into some explanations, and refer to what has passed during 
several months up to the present time. | 

“« After the unfortunate result of the attempts.made in London to raise a loan for the 
formation of a ship-railway and the completion of the Inter-oceanic Line in course of 
construction, the bondholders in this country began to get uneasy, and to manifest their | 
apprehension that the supreme Government of Honduras would be unable to make good | 
its promises, or to carry out its intentions successfully to an end; and a thousand doubts i 
were expressed of the probable ability of the said supreme Government to face its en- 
gagements, or to pay the dividends which would fall due at the end of the year. | 

«Tn order to reassure these bondholders, it was deemed indispensable that a general 
meeting of Honduras bondholders should be convened, and such explanations as appeared | 
advisable offered to them, as the only means of preserving the credit and reputation of | 
the. Honduras Government. | 

«To carry this into effect, a man of mark and high social position was required—one 
whose reputation was sufficiently recognised to enable him to preside at the meeting. 

“Tt was extremely difficult to find a person who at the same time possessed the requisite 5%) 
ability and fulfilled the other indispensable conditions, and who would undertake so 
thankless and onerous an office. His Excellency Don Carlos Gutierrez was so fortunate | 
as to secure for the performance of this duty Captain Bedford Pim, a distinguished i 
officer of the British Royal Navy, a man of high social position, and well known in the | 
City. 

“ With the above specified object, His Excellency Don Carlos Gutierrez conferred on : 
this gentleman the appointment of ‘Special Commissioner of Honduras.’ 7 

“ Captain Bedford Pim issued to all the bondholders a circular informing them of the 
meeting about to take place. This meeting was actually held, and, thanks to the ability 
and tact of the Special Commissioner, the result was perfectly satisfactory; for the bond- 
holders supported Captain Bedford Pim’s proposals, and unanimously resolved that he 
merited, and might rely upon, the support of the bondholders. 

“QJ >p to this point things had gone as well as could be wished, and most of those in- 
terested congratulated His Excellency Don Carlos Gutierrez, as the: supreme Govern- 
ment is doubtless aware. . 

“ Matters 


In fact, Captain Pim, after having been set free, was exonerated from blame, the French tribunals 
having dismissed, the case. 
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« Matters were in this position when it began to be considered what would be the best 
means of obtaining the funds necessary for completing the Inter-oceanic Railway, and 
continuing the payment in Europe of the dividends which would become due. 

_ «& After a full discussion of various schemes, it’ was resolved to endeavour to raise a 
loan in Paris of five million pounds sterling (nominal) under certain conditions, which 
this Government is aware of; and it was then that His Excellency Don Carlos Gutierrez 
did me the honour of associating me with Captain Bedford Pim, to assist him in the 
undertaking; giving to us both authority, under the powers which he (the said Minister) 
had received, to raise the above-named loan on the conditions determined on. 

“We remained for some time time in Paris, treating with the principal bankers of that 
city, to induce them to undertake the new loan. But, in spite of our endeavours, we 
could not attain success, as these bankers pretended that the credit of Honduras was not 
sufficient to enable another loan to be placed; so that we were under the sad necessity of 
abandoning that idea. 

«< Nevertheless, as the time was approaching for the payment of the coupon of the 
English bonds, due on the Ist of January 1873, and to save as far as possible the credit 
of the Governmeut, we resolved to make a final attempt; because it was evident that, 
should the coupon and drawing not be paid in January, the credit and reputation of the 
Honduras Government would be ruined for ever. 

«Tt was thereupon decided that, without paying any more attention to the opinions of 
the Paris bankers, the loan should be issued under the management of the ‘Financial 
Agency of Honduras,’ which had existed in Paris since the issue of the first loan; for the 
purpose of paying the dividends, &c. 

“The preliminaries were arranged, and, persuaded that our efforts this time would 
achieve a brilliant success, we applied to His Excellency Don Carlos Gutierrez to obtain 
the necessary powers. This gentleman was then in Brussels, engaged on a diplomatic 
mission, and, on being informed of the new scheme, he did us the honour of entirely 
approving of it; but, out of deference to his colleague in Paris, declined to give us the 
indispensable powers till he should have consulted His Excellency Don Victor Herran, 
Minister of Honduras at Paris. 

'« This latter gentleman was requested to make himself conversant with all the docu- 
ments, and to give, along with S Gutierrez, a joint approval and authorisation. Never- 
theless, although he approved the scheme, he informed Seftor Don Carlos Gutierrez 
that he was unable to give his official authorisation for want of the requisite powers, and 
the said Don Victor Herran added, that he had received most distinct instructions which 
would prevent his taking any part in matters of finance, and that he devoted himself 
exclusively to his diplomatic duties. . 

«« However, he sent his son-in-law, Monsieur E. Pelletier, the Consul-General of Hon- 
duras, to Brussells to see Don Carlos Gutierrez; and accordingly M: Pelletier travelled 
thither in company with two friends of Captain Bedford Pim, and saw H. E. Seftor 
Minister Gutierres; and explained fo-him that though Seiior Herran could not take any 
active part in the issue of the loan, still, in so far as he the said M: Pelletier could, he 
would be at his disposal to promote the success of the undertaking; being convinced that 
it was not only the best, but the only means of saving the credit of the Government of 
Honduras, already so much compromised. 

“ Under these circumstances his Excellency Don Carlos Gutierrez gave full powers 
that’ the loan should be effected by the said ‘ Financial Agency of Honduras,’ under the 
auspices of Messrs. Dreyfus, Scheyer, & Co., who undertook to prepare and carry out 
everything connected with the operation. 

« Preparations were pushed forward, and Captain Bedford Pim and myself expended a 
very considerable sum on the preliminary arrangements, public announcements, and 
newspapers. 

« On the 23rd of December last all the Paris papers, and most of those in the provinces, 
announced that the subscription was opened ; and the contributions received on the first 
day exceeded our most sanguine hopes. 

“ The loan was covered, and gave a most brilliant result. 

« Nevertheless, on the 24th of December, Sefiors Herran and Pelletier published in the 


Paris newspapers a ‘ public protest,’ wherein they declared that the loan was a fraud, that. 


‘Captain Pim was an adventurer, and was acting without authorisation. 

« Great was our surprise when this announcement appeared, as such an event could not 
have heen anticipated after all that had occurred. Naturally, after this announcement, 
we had no option but to abandon the operation; the loan was withdrawn, and the money 
already in the chests of the Honduras agency was refunded to the public. 

« Unfortunately this scandalous incident did not terminate here; for the said Senors 
Ferran and Pelletier had the audacity to institute criminal proceedinge against Seiior 
Bedford Pim, and to cause him to be arrested, and (Paris being still under 'the law of a 
state of siege) to be manacled and dragged through the principal streets of Paris to the 
prison; wherein he was treated like a criminal, remaining in that condition for two whole 
days; and he was only set at liberty on depositing a sufficient sum to guarantee his appear- 
ance before the proper authority when called upon. 

“ This abuse, as arbitrary as prejudicial to everything, has excited the minds of all who 
are in any way interested in the welfare of Honduras, and is, I believe, sufficient to ruin 
for ever in Europe its credit and reputation, unless the Supreme Government hastens to 
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Appendix, No. 12. show publicly its disapproval the conduct of its representatives in Paris, and dismisses 
bork them immediately. 

“This, I fear, will be the only way to re-establish, in a great measure, if not wholly, 
the good name which the Supreme Government of Honduras has up to this time enjoyed. 

“* T much fear, however, that this same affair will cause some complication between the 
Governments of France and of England, for Captain Pim is not only a gentleman highly 
respected, and of distinguished family, but is also a magistrate, and a person well known 
to the members of this Government. ; 

“ It appears to me needless to dilate on the fatal consequences to which this lamentable 
occurrence may lead, or to tell your Excellency how deeply I have deplored its having 
taken place, as your Excellency knows perfectly well the interest which I have ever 
taken in all concerning the welfare of the Republic, and which is abundantly proved by 
the very fact of my having taken part in the present operation, and supplied the funds 
required for launching it. ; 

“It now remains to be seen how the difficulty with the English bondholders can be 
arranged, as the dividends falling due this very day cannot be paid to them. 

“The dificulty remains undecided, and Captain Bedford Pim, by request of his Excel- 
lency Senor Gutierrez, has consented to preside at the general meeting of bondholders, to 
take place in London on Monday next, the 6th instant. 

“I request your Excellency, if considered advisable, to bring the above to the notice 
ot his Excellency the President of the Republic, excusing my having dwelt at such length 
on this most important subject, because I considered it my duty to impart to the Supreme 
Government all that has come to my knowledge. 

“I beg your Excellency to receive the renewed assurances of my highest consideration, 


wherewith 
‘ ‘ ’ I am, &e. 


(signed) “ Geo. B. Kerferd. 
“To his Excellency the Minister of Foreign Affairs 
of the Supreme Government of Honduras.” 


Gentlemen, I have one or two words more to say on the general question. I presume 
that bondholders have come here to-day, as men of business, to look calmly into their 
affairs, and adopt the measures they may deem best to secure their interests ; for my part, 
I will spare no exertion to assist them. The Commissioner of Honduras, who has just 
arrived (Dr. Bernhard), has written a short statement, which he wishes to be read to the 
meeting, because his command of our language is not so perfect as he could wish. With 
your permission I will read it, and at the proper time you can ask him any questions. 


‘‘ Gentlemen,—I arrived only a few days ago from Honduras, charged with a special 
commission from the Government with reference to the Inter-oceanic railway in Honduras. 

I can only assure you that the new Government of Honduras has the intention to act 
in the most honest, straightforward, and scrupulous manner with reference to the comple- 
tion of the railway from sea to sea, and will spare no exertions to that end in the interest 
of the bondholders. ; 

“ With this view, I have been invested with full power from the Supreme Government 
of Honduras to act in connection with His Excellency Don Carlos Gutierrez, the Minister 
Plenipotentiary for the said Government to the Court of St. James’s, and we are urgently 
instructed to spare no effort or sacrifice until we have carried our rails from sea to sea. 
Be therefore assured, gentlemen, that the Government is firmly resolved to act in good 
faith towards you, and to use every means in their power to uphold its good name in this 
great country. Once our enterprise is finished, and the numerous resources of that 
magnificent region developed, Honduras will have far more than the necessary resources 
to satisfy all its engagements. This, gentlemen, is unquestionable, and no man who knows 
anything about Honduras can have the slightest doubt about it. 


“ Dr. Bernhard, 
“ Special Commissioner of the Government of Honduras.” 


This statement is certainly encouraging, and I cannot but think that there is a fair hope 
that your interests will not suffer after all. 

The Chairman (who was most cordially greeted with loud cheers when he made his 
appearance, and frequently vehemently applauded during the delivery of the most marked 
portions of his speech, his narrative of the treatment he had received from the official 
representatives of Hrance creating lively indignation and general cries of “ Shame, 
shame ” from all parts of the crowded hall), then said:—I have now only to invite you to 
consider the expediency, in the existing position of our affairs, of appointing a committee 
with ample powers to investigate everything, whether affecting our financial position or 
the progress and prospects of the railway; and, subject to your approbation, 1 would suggest 
the adoption of the. following resolution :— 


“ That a committee (not exceeding nine), of which Messrs. Pim, Kerferd, and 
Haslewood shall be invited to be members, shall be and is hereby appointed — 
“J. To investigate the position and ascertain the prospects of the railway and of the 
finances of Honduras in respect to each of the existing loans. 
“2. To recommend to a future meeting of the bondholders two independent railway 
engineers of position and experience to be sent, if necessary, to Honduras, for the 
purpose 
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purpose of making a special survey of the unfinished portions of the liae; what sum Appendix, Now 22. 
is really necessary for the completion of the undertaking and the purchase of plant, —- 
machinery, and rolling stock; and within what period the line might reasonably be 

expected to be finished and in working order. 


“3. To consider what steps should be taken for the purpose of raising the 
necessary funds for the prosecution of the work, and for securing the rights and 
interests of the existing bondholders, and placing their affairs on a satisfactory 
basis.” 


I may mention that this resolution has the entire concurrence of His Excellency and of 
Dr. Bernhard, both of whom pledge themselves, on behalf of their Government, to afford 
the committee every facility in the prosecution of their inquiries. I hardly like to put 
the resolution from the chair, because I want the report to go out to the world that every- 
thing done here to-day has been done by yourselves—that you have been guided by no 
one, but have exercised your own independent judgment. (Cheers.) I will only say that 
I believe most sincerely that the proposed committee, if formed, can in a very short time, 
with the means and appliances, and the documents which will be supplied to them, form a 
sound and accurate opinion upon the whole subject, and call you together to submit a 
scheme by which your interest may be protected, the property completed, and a great and 
useful work remain for the benefit of all parties. I should have personally preferred not 
to have been named as a member of the committee. I have not now the strength of mind 
and limb that I had some years ago. The severe physical exertion I have had to make 
lately has, you may be sure, not improved my health. In China, hard work and wounds 
did something to impair my health; but I can assure you that, if I am appointed with the 

- other two gentlemen named in the resolution, who are your trustees, I will be the faithful 
servant of the committee. Every scrap of paper, every document which can throw any 
light on the position of your affairs, shall be cheerfully and frankly laid before them. 
(Cheers.) I hope, however, under the circumstances, that some gentleman in the room will 
move the resolution. 

A Bondholder.—Why does not the gentleman who drew it propose it, if he is a large 
bondholder ? 

The Chairman.—The gentleman was Mr. Pike—a well-known official of the House of 
Commons. 

A Bondholder.—There can be no objection to the motion being proposed from the 
chair. 

Another Bondholder.—-Is the chairman a bondholder ? 

The Chatrman.—No; I am not. 

A Bondholder.—I cannot see how we can do better than have the resolution proposed 
by the chairman. He has stated so clearly the reasons why it should be adopted, that it 
can come from no better quarter. (Cheers.) 

The Chairman.—W ell, if that is your feeling, I will move the resolution, in the hope 
that it will be seconded by some bondholder on the other side of the table. 

A Bondholder.— Why not fix a time when the committee shall make their report? Say 
in the second week in March? © 

The Chairman.—No, that is not necessary ; a month at the utmost.will do. In fact, I 
think that, if the committee go to work vigorously with the materials which will be at 
their command, they will be able to present at least a first report in little more than a 
week or tendays. (Cheers. ) 

A Bondholder suggested that the committee should consist entirely of bondholders and 
of gentlemen who, in that capacity, had a large stake in the concern. ‘They should do 
nothing that could be made a handle of against them by their enemies, and the larger the 
stake of the members of the committee in the undertaking the better. (Cheers.) 

In deference to a warm and general expression of feeling on the part of the meeting; 
Captain Pim was about reluctantly to move the resolution, when 

The Rey. Mr. Fitzgerald said he would be happy either to propose or second it. 

The Chairman.—The gentleman who last rose is Mr. Fitzgerald. At the last meeting 
he gave me a great deal of trouble, and he has a very large stake in the concern, so that I 
hope you will hear him. Mr. Fitzgerald, except as a bondholder, is a stranger to me; 
and if he chooses to propose this, I shall be much obliged to him. 

Mr. Fitzgerald.—If it is your wish, I shall have much pleasure in seconding this reso- 
lution. (Cries of ‘Propose it.”) Then I will propose it. (Cheers.) In doing so, 
gentlemen, I think I am considering your interest as well as my own, for I am sure that 
nothing will so tend to give public satisfaction or confidence as the fact that a committee 
of independent bondholders has been appointed, consisting of gentlemen who hold a large 
stake in the concern. ‘The first duty of that committee will be to report to you at an 
early meeting what have been the financial arrangements of the Government with respect 
to these loans. I understand the members of this committee are to have access to all 
books and papers, and everything connected with the affair, and that it will then be their 
duty to inquire into the state of the railway as regards the second and third issues. I 
understand the first section is entirely completed, and in good working order. The com- 
mittee will have to inquire what time it will take to complete the line, and it will be their 
duty to recommend to an adjourned meeting what financial arrangements can be made in 
conjunction with the Minister at St. James’s and our friend here, Dr. Bernhard, to raise 
funds sufficient to complete the railway and pay the bondholders a certain rate of interest. 
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(Cheers.) One word more: in my humble judgment—and I have had some little to do 
with business—the sooner the resolution is passed, and the gentlemen appointed, the 
better it will be for all parties concerned. 

Mr. J. Walker seconded the resolution. The reasons for its adoption had been so 
clearly stated by the chairman and the mover, and so completely commended themselves 
to the common sense of all present, that it was quite unnecessary for him to add one word 
in commendation of the resolution. 

The Chairman.—Before putting the resolution to the vote, I shall be happy to hear 
anyone who has any observations to make upon the various questions embraced in this 
very comprehensive resolution. I can, in all sincerity, assure you that I do not wish for 
anybody to take anything upon trust. 1 want you all to go away thoroughly satisfied. 

Mr. Roberts rose and said he had no objection to the appointment of a committee, but 
he had some questions to ask. (Cries of “ Name, name!” “Are you a bondholder ? ” 
and interruption. ) 

The Chairman.—-Pardon me, sir; will you give me your name, in order that I may 
ascertain from the book before me whether you are entitled to speak ? ' 

Mr. Roberts.—I am a bondholder personally, and I represent relations who also have 
larger stakes in the concern than myself. 

The Chairman looked at the Register ; not finding Mr. Roberts’s name on the list, he 
asked him if he really was a bondholder, which he declared he was, amidst such inter- 
ruption and uproar that made it difficult to gather the purport of his observations. As 
we understood, : 

Mr. Roberts said,—-I wish to propose an amendment. (Loud cries of “ No, no;” 
“Order;” “Turn him out,” &c.) I have a great objection to any gentlemen being on 
that cotimittee who are not bondholders, and who, consequently, will not look after our . 
interest. 1 wish to put this question— Where has the money gone to? : 

My. /%tzgerald.— hat is a question the committee will answer. fe i 

Mr. Roberts.:—You say that this railway will pay as well as the Panama; but what does 
the Panama pay? It pays 1 per cent. ; and if this railway only pays the same amount, 
it will not pay at all. (Cries of Question,” “Time,” &c.) I know the country well. 
I am engaged in commerce, and know as well as possible the cargoes of mahogany 
brought home here did not pay, (Cries of “ Question,” and interruption.) Why should 
they have sent the mahogany from another place than that through which our railway 
runs? (Renewed cries of ‘ Time,” “ Sit down,” &c.) Gentlemen, I see you are not at 
all inclined to listen to me to-day; but I will call a meeting myself, and I hope that some 
of you will attend. 

Several Bondholders.—Dr. Bernhard. 

Dr. Bernhard, who on presenting himself in response to the call of the bondholders, 
was received with cheers, said,—I hope, gentlemen, you will excuse me if I speak very 
bad English, for | am a foreigner. I may not now be able to make myself heard, for I 
am a little affected in the throat. Captain Pim has read a letter which shows that I am 
sent by the Government to see how the railway can be built, and how things stand here 
in Europe. ‘The letter read in my name by the chairman contains the expressions of the 
views of the Honduras Government, which I represent in conjunction with Mr. Gutierrez, 
the Minister of Honduras at the Court of St. James’s. I left Honduras on the 20th of 
November. Inthe previous month of October I saw 20 leagues, or more than 60 miles, 
of the railway in working order, and trains running every day; while for the second and 
third sections of the line a great part of the metals are provided. In the place where I 
live, Tiger Island, there were more than 34 miles of rails stored with locomotives, and 
everything to commence working when the unfortunate war with Slvador broke out. 
The materials are there still, and the Government intends to go on with the works at any 
cost or sacrifice to Honduras. The Government is not at present in a position to pay you 
your coupons. After two years of war it has no money, but it has the produce, and when 
once the railway is finished and emigration comes to the country, the Government will 
be in possession of funds. It is a beautiful country, that can be cultivated by white 
emigrants; and when emigration began they would soon see what Honduras produced. 
I may mention one article of great value that will be forthcoming, and that is copper. 
There are absolutely mountains of copper, but no roads to bring it down to the coast. 
I can only repeat that it is the fixed intention of the Government to do all in its power 
to protect the bondholders, and at the same time to complete the railroad. (Cheéers.) 

Mr. Fitzgerald.—-Gentlemen, if you will allow me, I will tell you my impression of 
what Dr Bernhard has said. (Cries of “Spoke,” &c.) One section of the railways 
entirely completed. (Renewed cries of “ Spoke,” &c.) 

Mr. Griffiths.—As to the importance of this resolution, no two opinions can be enter- 
tained. Mr. Fitzgerald has spoken well to the point, and I think we are all agreed a com- 
mittee should be appointed; but, on the other hand, itis necessary that that committee 
should have the confidence of the bondholders at large. It seems to me thatat would be 
unwise to limit the number of the committee to nine. Appoint nine, but give them power 
to add to their number any man of note; any man who will take an interest in and devote 
himself to the work. Nine is so smallia number, that there will be a difficulty on occasions 
in getting a quorum. J therefore propose that the words be added to’ the resolution— 
“that the committee, though consisting of nine, should have power to add:to their number.” 

The Chairman.— Allow me to say that you simply anticipate: No. 2'resolution, which 
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is to this effect—“ That the committee consist of the following gentlemen, with power to 
add to ther number.” 

The motion was then put and carried, with three dissentients. The result was received 
with loud cheers by the meeting. 

A. Bondholder.—Now you have carried your favourite resolution. (Cries of “ Shame,” 
« Chair,” &c.) f 

The Chairman.—It is not my favourite resolution. It was not drawn by me. My 
position is this. I come forward to help the bondholders. I have done so for the last 
six. months, and I have no more to do with the loans that have been issued than with that 
bottle. You must not, therefore, talk about my favourite resolution. You can speak to 
the second resolution, if you like, 

Mr. Griffiths.—It is rather illogical and ungrammatical to say that the committee shall 
not exceed nine, and then afterwards say that they shall have power to add to their 
number. However, I agree with and therefore propose—‘ That such committee do con- 
sist of the following gentlemen, with power to add to their number, and to call for the 
production of all necessary books, accounts, and papers, and such oral or documentary 
evidence as they may deem necessary for the thorough prosecution of their inquiries; 
and that they report from time to time the result of your deliberations to such future 
meetings of bondholders as they may deem it expedient to call together.” 

Mr. Pickering.—Mr. Chairman and Gentlemen, I have much pleasure in seconding 
that; but, at the same time, with regard to the names of the persons who should form that 
committee, it appears to me that it would be almost impossible to carry that out at a 
meeting like this. There are cheers or groans at every observation that is made, and 
therefore it is almost impossible to hear anything that is said. I would therefore suggest 
that some arrangement should be made whereby the chairman, by putting his office at the 
disposal of the bondholders, might take the responsibility of appointing the committee 
himself. (Cries of “No, No.”) You cannot appoint a committee here ; let the chairman 
select from any list you like. . 

Mr, W hitley—Mr. Chairman and gentlemen, with pleasure I rise to support the resolu- 
tion. Iam a working man and a bondholder, and represent a body of working men in 
the West Riding of Yorkshire. I have come all the way to take a report back to them, 
as we have no less than 8,000 /. of the bonds. I have listened to the remarks that have 
been made, and I have great pleasure in supporting the resolution. (Loud cheers.) 

The resolution was then put and carried unanimously. 

The Chairman.—I beg to announce the resolution is carried unanimously. (Loud 
cheers.) I wish-+to add, that I have heard what Mr. Whitley, from the West Riding, has 
said, with great pleasure, and if he will send the addresses of the working-men bondholders, 
I shall be happy to forward to each of them a paper containing the report.of this meeting. 

A Bondholder—We should come to an understanding that no gentlemen, except those 
who hold rather\a large stake in the undertaking, should be on the committee. 

Another Bondholder.—Say 10,000 7. 

The Chairman.—lt strikes me there is not one of you holds 10,000 7. 

A Bondholder.—I represent upwards of 20,000 7. worth of bonds. 

The Chairman.—Gentlemen, it seems to me that there are many men who hold only 
100 7., who have as mucl: brains as those holding 10,000 7. (Laughter and loud cheers. ) 

A Bondholder.—I propose Mr. William Gill. 

Another Bondholder—W ho is he? 

The Bondholder.—He is not only a bondholder of 20,000 /., but. he is a man of plenty 
of brains, and brains in the right place. (Cheers and laughter.) 

Another Bondholder.—Before that name is put, I should like to make one or two 
observations. If you go into the question whether a man has brains and where they are 
placed, I do not think you will ever come to a satisfactory conclusion. If you do that, it 
will be a matter of impossibility to come to anything satisfactory. If you go into the 
question of who has brains and who has bonds, how can you, because they do not go 
together in the Honduras loan? (laughter and cheers.) It 1s impossible to discuss this 
at a meeting of this description, I have heard with painful interest from Captain Pim a 
statement of what took place in Paris,and I think that it calls for our sympathy more 
than anything that I have ever known. I am confident that Captain Pim will use his 
best endeavours in the interest of the bondholders, and I therefore propose that the names 
of the committee be selected by the chairman. (Loud cheers, and “ No, No.”) 

The Chairman.—lI certainly should not undertake the task. 

After a rather prolonged and, desultory discussion as to the best mode of proceeding 
with the nomination of the members of the committee, 

‘The Chairman said he did not wish in the slightest. degree to interfere with the full 
liberty of the bondholders, but he ventured to suggest that, as the railway was an inter- 
national as well as an inter-oceanic one—as four nationalities were concerned in it, Hon- 
duras, France, England, and the United States—it would be well that American interests 
- should be represented on the committee. Two gentlemen of New York, who occupied 
high positions, and who were also engineers of great eminence, had been suggested—he 
meant Mr. Sickles and Major General Course, of the United States Engineers. He 
bane the suggestion would be fairly considered. (Cheers.) 


he election then proceeded, and the following gentlemen were declared by the chair- 


man to be duly appointed:—Messrs. Fitzgerald, Walter Armstrong, J. Higgins, Sickles, 
Digby Seymour, and Major General Course. 
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The Bondhelder who nominated Mr. W. Gill said he thought that gentleman been been 
elected. 

The Chairman said his name had not been put to the meeting, but that it was competent 
for the committee, acting upon the power granted to them by the resolution, to appoint 
Mr. Gill, or any other bondholdcr who might be desirous of serving upon the committee, 
and who possessed the necessary qualificatlons. For his own part he shouldcertainly urge 
that course. 

Mr. Digby Seymour, Q.C., said he had been called upon to propose a resolution. (Pro- 
longed interruption.) The learned gentleman, on resuming, said he should not detain 
the meeting long, and he did not doubt but that the bondholder at the end of the room 
would have ample opportunity of speaking to the resolution he had to propose. And he 
might assure him that, for his part, he would be the first to cheer him, and to endeayour 
to obtain for him an audience. And he desired to take this opportunity of expressing 
the opinion he held, that he did not think that there should be any attempt to silence 
anyone who desired to address the meeting; but at the same time, and speaking rather 
for those he represented, connections and friends as well as his own interest, he could not 
help thinking that it would be eminently desirable, for the good of all concerned, if the 
meeting were to refrain from entering into any lengthened and detailed discussion, which 
would occupy their time to no benefit, and which was the very province of the committee 
they had resolved to appoint. Nothing, in his opinion, would prove so injurious to their 
interests as hastily-put quéstions involving hasty and inconsiderate replies. Now, passing 
on from that, however, to the resolution which had been put into his hand for submission 
to the meeting, he might say that the resolution he had to propose was one which appealed 
at once and directly to the hearts, and feeling, and mght-minded sympathy of every 
gentleman and lady in this assembly—ii was the presentation of the cordial thanks of the 
meeting to Captain Bedford Pim. (Loud and prolonged cheering.) He asked the 
permission of the meeting to refer briefly to a somewhat personal matter. On entering 
the room that day, he had not had the slightest intention or idea that his name would be 
proposed as a member of the committee; but when Mr. Fitzgerald thought it his duty 
to select his name as one of the gentlemen to be appointed to act on behalf of the general 
body of bondholders, and had made it an appeal to him as a matter of duty to accept such 
a position, then he hoped that-he should be the last man to shrink from any responsibility 
so conferred. (Hear, hear.) And having accepted the position imposed upon him by 
the unanimous voice of the meeting, of a member of that committee, he would pledge 
them his word that as much time as he could devote, and all the care and‘attention he 
could command, should be given to answering and satisfying all the questions which had 
been put, and which occupied the minds of the bondholders as to the financial position of 
the Government, and the condition and progress of the railway itself. (Cheers.) Now, 
the cordial vote of thanks which he was about to propuse should be presented to their 
gallant chairman, Captain Bedford Pim, had for its object the tendering of their respectful 
appreciation of his long and tried services in the interests of the Honduras bondholders— 
(cheers)—and for expressing their deep condolence and sincere sympathy with him in the 
late unmerited persecutions he had experienced while engaged in the promotion of their 
interests. (Prolonged cheers.). Naturally, he (the speaker) had his own views, as a 
lawyer, on the monstrous pretence under the name—the sacred name—of law, but which 
was, in fact, the violation of all law, whether domestic or international, which had been 
suffered in the person of Captain Pim. But it was not even a question of the view which 
a lawyer-might take of the matter. He rather spoke in the common sentiments of their 
common humanity when he distinctly affirmed that in the indignities their chairman had 
undergone the very first rights of citizenship had been grossly invaded. (Hear, hear.) 
He did not know what government ruled over Paris at the present moment, nor did he 
care whether Paris was regarded as being still in a state of siege; but this he knew, that 
if the cold, inanimate clay which then laid breathless at Chislehurst, and which had so 
long and ably ruled the destinies of France, once again held the reins of power, he firml 
believed that such a wrong would not pass unavenged and unenquired into, (Loud 
applause.) He could only hope, in the absence of any action being taken abroad, that the 
attention of Lord Granville would be called to the indignity and outrage done to Captain 
Pim, upon an ex-parte statement put forward by interested persons, and when, without an 
opportunity being afforded their worthy chairman of communicating with his friends so as 
to obtain his release, he had been sent for two nights into the cold miseries of a Paris 
dungeon, and had been twice brought before the city magistrates manacled like a common 
felon. (Loud cries of “ Shame.”) The resolution he held in his hand expressed better 
than he could, and in more solemn language, that which he believed went direct to the 
opinions and sympathy of every right-minded person in the room. (Hear, hear.) It was 
as follows---“ That the cordial thanks of the meeting be and hereby are tendered to 
Captain Bedford Pim for his able and courteous conduct in the chair, for his persistent 
efforts on the bondholders’ behalf, and for the full and candid explanation given by 
him of the recent events in Paris (especially of the unjustifiable proceedings by which 
his efforts were frustrated when on the eve of being crowned with success), together 
with the expression of deep condolence and sympathy with him under the sufferings 
and indignities to which he has been subjected, and of strong indignation for those 
parties whose interference led to such disastrous results, and who wantonly and deli- 
berately sacrificed the interests of the country they represent, and of the bondholders 
also, to their own personal interests. aa 

A Bondholder 
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A Bondholder seconded the resolution. 

Mr. Cuff, amidst much confusion, addressed the meeting. He concluded his remarks, 
the point of which was lost in the general clamour, by putting the question to Captain 
Pim whether he were the authorised agent of the Honduras Government? 

The Chairman replied distinctly in the affirmative. (Cheers.) 

The resolution was then put, and carried with acclamation. 

On the motion of Mr. Pollard, seconded by the Rev. Mr. Fitzgerald, the following 
resolution was unanimously passed—“ That it be an instruction to the committee just 
nominated that they should forthwith convey to the Government of Honduras the expres- 
sion of the conviction of the bondholders that the conduct of Messrs. Herran and Pelletier 
is such as to call for their immediate dismissal from office, in order to show the bond- 
holders that the Government are resolved to protect their interest to the fullest extent.” 

The proceedings, which occupied fully two hours, were then brought to a close. 


The following letters refer to the evidence that Messrs. Herran and Pelletier were 
fully conscious in every respect of Captain Pim’s appointment as Special Commissioner, 
and, in fact, of all his proceeding :— 


‘“‘ Dear Sir, “9 January 1873. 

“‘[ HAVE been pained and astounded to hear of the indignities recently offered you in 
Paris, in consequence of your issuing the prospectus of the new loan for the completion 
of the Honduras Inter-oceanic Railway. 

“No one, perhaps, outside the circle of those immediately engaged in the enterprise, 
knew more about it than myself, owing to the accidental circumstance of my accom- 
panying his Excellency Don Carlos Gutierrez to Brussels, and there becoming acquainted 
with all the particulars of the projected loan. 

“Tt is but just to you that I should mention afew facts of which I have been an eye- 
witness and an ear-witness, which will corroborate what Senor Gutierrez had said in his 
Despatch to you, dated 6th January 1873, a copy of which is before me. 

“Tn the first place I know that Scnor Gutierrez not only gave you full powers to issue 
the loan in question, but repeatedly expressed himself to me perfectly confident that your 
energy and ability would make it a success. Again, I know that the loan contract of 
3rd December 1872, was signed by Senor Gutierrez, subject to the approval and counter- 
signature of Don Victor Herran, the Honduras Minister Plenipotentiary in Paris. 


“JT can also bear unequivocal testimony to the painstaking, anxious, and, I must add,. 
=? ’ 5) 5) 


scrupulous efforts made by Senor Gutierrez, not only by means of letters to Don Victor 
Herran, but in repeated instructions to yourself by word of mouth and by writing, to 
associate his colleague in Paris in the enterprize ; so much so, that Senor Gutierrez gave 
Don Victor Herran full powers to modify the conditions of the loan contract as his 
judgment and prudence should direct, binding himself (Senor Gutierrez) to accept and 
approve of such modifications. 

s* Moreover, I remember the morning when an interview took place at the Hotel Belle 
Vue, Brussels, between Senor Gutierrez and M. Pelletier, the son-in-law of Don Victor 
Herran, M. Pelletier distinctly said in my presence, that he was commissioned to declare 
his father-in-law had no power to take part in issuing the loan. Don Carlos Gutierrez 
replied that his own powers from the Honduras Government were so ample that he could 
associate Don Victor Herran in the undertaking; whereupon M. Pelletier distinctly 
stated his father-in-law’s instructions were to confine himself to diplomatic matters, and 
not to interfere in financial arrangements. I also know that Sefor Gutierrez would not 


sign the contract till he was assured of the non-official approval of his colleague in Paris. 


I may also say I never, in my experience, witnessed any man, in any matter of business, 
proceeding with more caution and acting with more straightforwardness and integrity than 
Senor Gutierrez. No man, I believe, could have discharged more conscientiously the 
responsible duty that rested on him; and no man, in my judgment, could have been more 
solicitous to use every honest effort to protect the interests of the Honduras bondholders, 
and to save the credit and promote the prosperity of his country. 


Tam, &e. 
« Captain Bedford Pim, R.N.” * J. Conolly.” 
* Dear Sir, Redhill, Chislehurst, 8 January 1873. 


* As I understand that M. Eugéne Pelletier, in a protest (which has led to serious 
results in many ways), has asserted that he was not aware of, and did not co-operate in, 
your efforts to issue a new Honduras Government Loan in Paris, I feel it my duty to 
state the following facts. 

** On the 5th of December last I was informed that an amended contract with reference 
to the said new loan had been signed by his Excellency Don Carlos Gutierrez, the 
Honduras Minister in London, subject to the approval and joint-signature of his 
Excellency Don Victor Herran, the Honduras Minister in Paris; and I was further 
informed that M. Victor Herran, although favourable to the means proposed for raising 
a new loan, declined to sign the contract, on the ground of having had special instructions 
from his Government (which had not been rescinded) not to interfere in any financial 
operations, as full power to control and act as was thought best in all Honduras financial 
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matters in Europe was centred solely in his Excellency Don Carlos Gutierrez; and I 
further understood that he was willing to write his Excellency Don Carlos Gutierrez to 
this effect, but that under the advice of his son-in-law, M. Eugéne Pelletier, Consul- 
General for Honduras in Paris, he thought it best to send the latter gentleman, M. Pelle- 
tier, to personally communicate the same to his Excellency Don Carlos Gutierrez. 
Therefore M. Mori and myself, under your instructions, met M. Pelletier by appointment 
the same afternoon, and proceeded with him to Brussels—where he (Don Carlos) was 
temporarily staying—in order to get his Excellency to remove the proviso regarding 
M. Victor Herran, in reference to the previously signed amended contract; and I 
distinctly remember M. Mori showing M. Pelletier, during our journey, the said contract, 
which he read, and seemed, so far as my observation went, to approve of. The following 
morning M. Mori and myself met M. Pelletier by appointment at the rooms of his 
Excellency Don Carlos Gutierrez, where, after an interview of about two hours, his 
Excellency the Minister, in the presence of M. Pelletier, cancelled the proviso concerning 
M. Herran’s joint signature ; at the same time observing in English, that he would not 
have done so had not M. Pelletier assured him that he had the moral co-operation of 
M. Herran, and that he (M. Pelletier) considered that the signature of the amended 
contract, in order to enable Captain Bedford Pim to take the necessary steps for the 
issuing of a new loan, was the best means under the circumstances of saving the credit of 
Honduras, or words to that effect. 

“ The above facts I can declare, in any way that may be most useful to you, and it is 
owing to my imperfect knowledge of French that I am unable to speak more strongly on 
the matter, which my companion, M. Mori, would doubtless be able to do, as he conversed 
freely with M. Pelletier in that language; bnt I can declare that, in every step which 
was taken by M. Mori and myself in order to the final signature of his Excellency Don 
Carlos Gutierrez, M. Pelletier appeared to give us his sympathy and cordial co-operation, 
and certainly by no word or sign expresesed to us any disapproval of your declared object— 
yiz., the carrying out our instructions for facilitating the issue of the new loan. 


Yours obediently, 
«“ To Captain Bedford Pim, R.N., “ (signed) “C.F. Denny.” 
«4, Westminster Chambers.” 


, 


The first meeting of the committee was held at the. offices of the Central American 
Asociation, 4, Westminster Chambers, Victoria Street, London, S.W., on Tuesday, 14th 
January 1873. Digby Seymour, Esq., Q.C., was elected chairman, and Mr. Tucker, 
secretary. 

"A draft letter to his Excellency the President of Honduras, enclosing the “ Instruc- 
tion” of the general meeting of bondholders, passed on the 10th instant, was agreed to, 


and ordered to be forwarded at once. 


Tl 


IX. 


Tur Minister M. HERRAN AND THE ConsUL GENERAL M. PELLETIER’s, JOINT 
ANSWER TO CapTaiIn Pim’s ACCUSATIONS. 


Tur different charges brought by Captain Bedford Pim, at the meeting on the 10th of 
January, against the Minister of Honduras at Paris, M. Victor Herran, and against the 
Consul General M. Eugéne Pelletier, were answered by the latter gentlemen in a letter 
addressed to the London “ Daily Telegraph,” and their letter was also published in some 
French newspapers. It is inserted here in the original language, in order to preserve its 
native force and vigour. 


“© A, M. le Proprittaire Rédacteur-en-chef du “ Daily Telegraph, & Londres.* 


“ Paris, 16 Janvier, 1873. 

“ Nous lisons, dans votre journal du 11 Janvier, imprimé a Londres, et vendu a Paris, 
sous la rubrique, ‘ Honduras Railway Loans,’ le compte-rendu d’un meeting tenu par le 
‘ Capitaine Bedford Pim.’ sey on ‘ 

« Dans ce meeting notre nom est prononce, et il est fait, a notre sujet, des déclarations 
tellement inexactes et insensées que nous ne doutons pas un seul instant que yotre mpar- 
tialité ne donne acces a notre lettre de rectification dans votre plus prochain numéro. 4 

. e 


8 (TRANSLATION. | 

“ To the Editor of the ‘ Daily Telegraph, London. 
“ Paris, 16 January 1873. 

« We have read, in your number of 11th January, printed in London and sold at Paris, under the heading 
‘ Honduras Railway Loans,’ the report of a meeting held by ‘ Captain Bedford Pim’ ‘i i 

“ At that meeting our names were mentioned, and such incorrect and absurd statements were made in 
regard to us, that we cannot for a moment doubt that you will, out of impartiality, insert our rectification 
in your next number, 
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“ Le Capitaine Bedford Pim dit que M. Victor Herran, ministre plénipotentiaire, et 
M. Eugene Pelletier, consul général du Honduras n’ ayant pu obtenir de lui, par 
Yentremise des banquiers du Honduras a Paris, un une somme de 40,0001, 
Vautre une de 16,000 /., se sont opposés 4 l’émission projetée en France; il ajoute que 
tout effort sera tenté pour amener M. Herran et M. Pelletier devant la justice, et que, de 
concert avec ses associés, il a formulé une demande en révocation au Gouvernement du 
Honduras ; que dés que M. Herran et. M. Pelletier seront destitués et ne se retrancheront 
pas derricre des immunités, il exercera ses revendications contre eux; qu’en vue de cet 
éyénement il a pris des dispositions peur les empécher de quitter le territoire francais. 

«© Avant de porter une plainte en diffamation contre les auteurs de ces calomnies, sans 
savoir si cette mesure auraite son effet 4 Londres, nou mettons au défi M. Bedford Pim 
de venir en France répéter ce qu'il a dit; nous lui donnons le démenti le plus formel et 
le plus catégorique, et nous le sommons de dire, sous peine d’imposture, le nom des Ban- 
quiers auxquels il prétend faire allusion, nous réservant une enquéte a ce sujet. 

* T) n’y a aucun effort 4 tenter pour amener un coupable devant la justice francaise. 
Nous déclarons que, si le Gouvernemeut du Honduras n’approuve pas hautement notre 
conduite, dont le caractére de loyauté est si élevé qu’il étonne M. Bedford Pim et con- 
sorts, nous le prions de recevoir notre démission ; et libres de toute attache, nous pour- 
suivrons une enquéte dont les révélations offriront plus d’une surprise 4 M. Bedford Pim 
et consorts. Afin que M. Bedford Pim puisse agir de suite et sans entrave contres nous, 
M. Victor Herran dépose immédiatement ses immunités diplomatiques; et quant 4 M. 
Pelletier, consul-général d’un pays étranger, mais toujours citoyen frangais d’origine et 
ne jouissant d’aucune immunité, il n’a nulle intention d’en invoquer, et nulle envie de 
quitter le territoire francais. Faut-il demontrer ce que chacun touche déja du doigt, 
Pinanité de la tentative Bedford Pim? Aucuns pouvoirs n’étaient énoncés dans les pro- 
spectus de le ’Emprunt, aucunes des formalités essentielles n’avaient été remplies; sans 
autorisation du Ministre des Affaires étrangéres, comme sans avoir pu faire insérer sa 
souscription au Journal Officiel, doit-il s’étonner M. Bedford Pim d’avoir éveillé les sus- 
ceptibilités du ministére public, sauvegarde de la société ? 

‘¢ Quill ne s’en prenne donc qu’a lui-méme de sa mésaventure, et qu'il s’informe et nous 
apprenne ce qui adviendrait 4 Londres 4 un sujet frangais agissant dans les conditions 
analogues. 

«* Nous devons nous abstenir, en raison de l’instruction qui se poursuit, de juger cctte 
tentative ayortée; mais nous tenons 4 honneur de déclarer, haut et ferme, que opinion 
publique ne saurait étre faussée plus longtemps par les mancuvres de ces hommes, et que 
le crédit du Honduras en France a été sauvegardé par lenergie de ses représentanis 
officiels. 

“(Signé) “ Victor Herran. 
** Eugene Pelletier.” 


This unfortunate and unexpected affair between MM. Herran and Pelletier and Cap- 
tain Pim again produced excitement, and led to lamentable contention between those 
persons, who were bound to proceed in concert and sincerity to promote the undertakings 
and again those eternal quarrels went on which had so often occurred amongst the various 
persons more or less connected with these affairs. Fortunately the diverse nationalities 


of 


“ Captain Bedford Pim said that M. Victor Herran, Minister Plenipotentiary, and M. Eugéne Pelletier, 
Consul General of Honduras, having been unable to obtain from him, through the medium of the Honduras 
bankers at Paris, the one a sum of 40,000/., and the other a sum of 16,000/., opposed the projected issue 
in France ; he also said that every effort would be made to bring M. Herran and M. Pelletier to justice, 
and that. in concert with his companions, he had drawn up an application to the Honduras Government 
requiring their dismissal; that as soon as M. Herran and M. Pelletier should be dismissed, and could not 
entrench themselves behind their immunities, he would teke his revenge upon them, and that, in expectation 
of that event, he had taken precautions to prevent them from leaving French territory, 

“« Before we bring an action for defamation against the propagators of these calumnies, without knowing 
whether such a measure would be effective in London, we defy Mr. Bedford Pim to come to France and 
repeat what he has said; we give him the lie most formally and categorically ; and we challenge him to 
teil, on pain of imposture, the name of the bankers to whom he pretends an allusion, reserving to ourselves 
an inquiry on this subject. 

“ Nothing can be done to bring a delinquent to justice in France. We declare that if the Honduras 
Government does not approve our conduct in every respect, the character of which is so high that it 
astonishes Mr. Bedford Pim and his confederates, we beg it to accept our resignation ; and, freed from every 
tie, we will prosecute an inquiry of which the revelations will surprise, once and again, Mr. Bedford Pim 
and his confederates. In order that Mr. Bedford Pim may go on and act, without obstructions against us, 
M. Victor Herran at once relinquishes his diplomatic immunities ; and as for M. Pelletier, Consul General 
of a foreign country, but still a French citizen by birth, and not enjoying any immunity, he has no intention 
of claiming it, and no wish to depart from French territory. Is it necessary to show that everyone must be 
already aware of the absurdity of Bedford Pim’s attempt? No powers were announced in the prospectuses 
of the loan—none of the essential formalities were observed. Without the authority of the Minister for 
Foreign Affairs, and without having been able to insert his subscription in the ‘Official Journal,’ could 
ee Bedford Pim be surprised that, he had awakened the attention of the public prosecutor, the safeguard 
of society. 

“ Let hae blame himself, then, for his mishap, and let him inquire and inform us what would happen in 
London to a French subject under similar circumstances. 

“ As an investigation is going on, we will abstain from passing judgment on this abortive attempt; but 
it is our bounden duty to declare, loudly and confidently, that public opinion can no longer be misled by 
the manceuvres of these men, and that the credit of Hondurasin France has been saved by the energy of 
its official representatives. 

(signed) ‘ Vietor Herran. 
“ Eugene Pelletier.” 
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of MM. Herran and Pelletier and Captain Pim, and the difficulty in regard to the com- 
petency of the courts before which the question might be brought, postponed the matter 
sine dte, 


The Committee of Investigation appointed at the meeting of bondholders on the 10th 


of January 1873, reported in March of the same year as follows :— . 


Report of the Committee appointed by the Honduras Bondholders at a Public Meeting 
held on the 10th January 1878. 


“ The following are copies of the Resolutions which were passed at the meeting :— 


“ That a Committee (not exceeding nine), of which Messrs. Pim, Kerferd, and 
Hasiewood shall be invited to be members, shall be and is hereby appointed :— 


“1. To investigate the position and ascertain the prospects of the railway and 
of the finances of Honduras, in respect to each of the existing loans. 


«2. To recommend to a future meeting of the Bondholders two independent 
railway engineers of position and experience to be sent (if necessary) to Honduras 
for the purpose of making a special survey of the unfinished portions of the line, 
what sum is really necessary for the completion of the undertaking, and the pur- 
chase of plant, machinery, and rolling-stock, and within what period the line might 
reasonably be expected to be finished and in working order. 


«3. To consider what steps should be taken for the purpose of raising the 
necessary funds for the prosecution of the work, and for securing the rights and 
‘’ interests of the existing bondholders, and placing their affairs upon a satisfactory 


basis. | 
| 


«“ 4, That it be an instruction to the committee just nominated that they should 
forthwith convey to the Government of Honduras, the expression of the conviction 
of the bondholders that the conduct of Messrs. Herran and Pelletier is such as to 
call for their immediate dismissal from office, in order to show the bondholders 
that the Governmeut are resolved to protect their interest to the fullest extent. 


“ Your committee held their first meeting on the 14th January 1873, and continued 
their meetings twice every week up to the present time, devoting much time and labour 
to the duties imposed upon them. 


«‘ Your committee in the first instance, acting upon the terms of the foregoing resolution 
as to the conduct of Messrs. Herran and Pelletier in reference to Captain Pim, sent out 
to Honduras a printed report of the proceedings at the meeting, and with it a letter 
calling the atteution of the Government to the above resolution. 


“ Your committee commenced their investigation by directing their honorary secretary 
to obtain copies of all contracts and accounts connected with the various loans raised for 
the Government: of Honduras; and, as a preliminary step, letters were written to the 
Honduras Ministers in London and Paris.” 


“ The Honduras Minister replied to the letter of the committee expressing his readiness 
to afford every assistance and facility in his power to the inquiries of your committee ; 
and, while reserving for his Government all its rights of non-accountability as a supreme 
power, has willingly placed at their disposal the documents in his possession, but no 
answer has been received from the Minister in Paris, Monsieur Victor Herran, A member 
of your committee went to Paris and saw his Excellency personally, who acknowledged 
the receipt of the letter from the committee, but added that he did not intend to reply to 


it, or account to the committee or the bondholders. 


« Your committee proceeded to obtain information from all available sources as to the 
history and character of the various loans, and the circumstances under which they were 
issued to the public; and the result of their inquiries shows that the loans have been 
issued under the pressure of financial difficulties and State necessities in a great measure 
not contlemplated at the time of the issue of the said loans. 


“ Large portions of the money have been expended under the authority of the Govern- 
ment for the purpose, as explained to the committee, of ‘ maintaining its credit.’ 


“ Much of the profitless expenditure is attributed to the late unsettled state of Honduras, 
and the succession of internal wars and revolutions, causing frequent interruptions, and 
oftentimes total suspension of the works on the railway ; but your committee have reason 
to believe there is every prospect of continued peace throughout Central America. 


“ This state of things has obviously led to exceptionally embarrassing financial opera- 
tions by the Government in connexion with the loans which, under other circumstances, 
might have been less onerous. . 


“ Owing to the course pursued by M. Herran, your committee have not been able to 
obtain 
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obtain any reliable information with regard to the loan raised in Paris. But with regard Appendix, No. 12, 
to the English loans of 1867 and 1870, the following summary is submitted :— — 


In the year 1867 a loan for 1,000,000 /. was issued 
at the net price of 781. 11s. 103d. - - - 


In the year 1870 a loan for 2,500,000/. was issued 
atthe price of 801. - - - 4 = ‘ 


‘Total net issue price - - - £. 


££ S. 


735,937 10 


2,000,100 


2,735,937 10 


d. 


{ 
———— 


Out of these Loans there has been paid on the Works 
of the Railway and for Engineering - - - 


The Sinking Funds and interest have amounted to 


To and on behalf of the Government and for Mining 
purposes - - youth a es - - 


To expenses on the French Loan account, paid out of 
these Loans - - - : A a % 


Federal Debt Stock purchased out of these Loans - 
Stock of 1870 Loan, ditto, 168 Bonds at 80 per cent. 
Cash in the hands of the Trustees - - . = 


Leaving a balance ofabout - - - 


£. 


562,800 — 
1,246,800 - 


165,000 - 


17,500 — 
6,000 - 
13,440, = 
13,000 — 


721,397 10 


2,735,937 10 


2,014,540 - 


« This sum of 721,000/. has been disbursed in various expenses and outlays over a 
period of six years, including the commissions on the loans, and the large amount before 
referred to as expended by the Government in ‘ maintaining its credit’ during the wars 
in Honduras and on the Continent. 

“The Committee abstain from further comment on the above figures, partly because 
your committee are not clothed with sufficient powers to investigate details or distinguish 
responsibilities, owing chiefly to the fact, that the loss and expenditure are mainly the 
direct acts of the Honduras Government, or have received its express sanction, or that of 
its accredited representatives, and still more, because the Government of Honduras is 
prepared to make concessions of great magnitude and value, to compensate for the losses 
of the bondholders, and secure the ultimate completion of the Inter-oceanic Railroad. 

«* Your committee conceive it to be in the interest of the bondholders not to provoke 
any inexpedient or inoportune discussion with the present Executive of Honduras, which 
has shown every disposition to deal with the bondholders in a spirit of fairness and cordial 
co-operation. 

«The representatives of the Honduras Government in London have expressed the 
willingness of that Government to cede in fee simple as security to the bondholders, and 
as an annex to the Inter-oceanic Railway, a tract of country equal to two-and-a-half 
miles on each side of the railway, from sea to sea, free of all liability to taxes and charges 
of every description, with power to work, or grant concessions to work, such of the unap- 
propriated silver and copper mines of the entire State of Honduras as the representatives 
of the Inter-oceanic Railway shall select. 

“ Your committee requested the attendance of Dr. Bernhard, Special Commissioner 
for Honduras, Consul at Honduras for the German Empire, and resident for upwards of 
20 years in Central America, to state his views as to the resources of Honduras, and the 
present condition of the country. He prepared a report.t 

« A further report from the pen of Mr. G. B. Kerferd, member of your committee, 
and a gentleman of lengthened practical experience in the commerce of Honduras, will be 


found in the Appendix (No. III). 
“«‘ Since the public meeting, three i 


mportant and encouraging letters, dated the 2nd 


and 3rd days of December, have been received from Mr. W. A. Brooks, for many years 


chief engineer to the Commissioners of the River Tyne, and the engineer sent out by , 


Captain Pim to Honduras to report on the position and prospects of the railway, a gentle- 
man in whose ability and good faith the committee have grounds for placing implicit 
confidence. { 

“ The Commissioners of Honduras in London, have cordially co-operated with your 
committee in affording every information in their power, and have furnished the funds 
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necessary to send to Honduras two American engineers of your committee’s nomination, 


who are now on their way to investigate, examine, and report upon the present state of _ 


the fifty-six miles of the railway which have been completed, the progress made with the 
remaining portion, the ultimate cost of completion, and the prospects of the whole under- 
taking. 

« Several schemes for raising further capital have been submitted to the consideration 
of your committee for completing the Inter-oceanic Line of Railway. Whatever scheme 
may be ultimately adopted, your committee are unanimous in recommending that the 
financial department, now under the control of the Honduras Government, should be 
transferred to European administration. Your committee are assured of the willingness 
of the Honduras Government to transfer all their interest in the railway to a Limited 
Joint Stock Company, to be incorporated for the purpose of raising the necessary capital 
for the completion of the railway, the purchase of rolling stock, &c., or to acquiesce in 
any arrangement by which the interest of the bondholders through the completion of the 
railway can be secured. 

«From inquiries instituted by your committee, they feel no hesitation im saying that an 
arrangement can be effected with responsible contractors, on satisfactory terms for the 
early completion of the entire line. . 

“ Your committee calculate, so far as they have estimates to guide them, that to pro- 
vide the necessary funds for such a purpose, it may be necessary to raise a capital up to 
2,000,000 J. 

“Your committee, in considering the foregoing scheme, have not overlooked the 
interests or position of the present bondholders; and, in the event of the company being 
formed, they recommend that the bondholders should have the option of exchanging their 
bonds at a price and under conditions to be hereafter determined for preferential deben- 
tures of the proposed company, or some such arrangement as shall equitably adjust the 


security between the new capital to be provided and that already raised. 


«(Printed by Order of the Committee.) 
“ John Tucker, 
“ March 1873. * Hon. Sec. 
“ Offices—4, Westminster Chambers, 
Victoria-street, Westminster.” 


The first part of this Report is unfortunately as absurd as it is incorrect, and one can 
hardly understand how the men of business who formed the committee could draw up an 
account from the materials before them in the manner they have done. 


They charge the loan of 1867 and that of 1870 at the prices of issue to the public, that 


is, the first at 73 . 11s. 103 d., and the second at 802. This might have been done if the 
loans had been wholly subscribed for at the time they were issued. If that had been the 


case, the account would be clear and decisive, and there would have been no necessity for 


the expedient for showing a deficit of 721,397 1. for unknown expenses, and for “ main- 
taining the credit” Honduras. How much more simple would it have been for the com~ 
mittee to state the average price at which the loans were placed, for it is notorious that at 
the beginning of 1872, about half the bonds of those loans were still for sale, and it was 
necessary to place very many of them at less than 40 per cent. of their value. 

The committee has made another and a greater mistake in the above report. It is that 
of not separating the sums produced by the tardy sales of the debentures of the French 
loan, deposited with Messrs. Bischoffsheim & Goldschmidt, and with the Trustees. 
These had not been subscribed for in Paris at the time of the issue, and they amounted 
to about a thirt part of that loan; they were brought to London when the war broke oat 
between Germany and France, for they could not be sold in Paris. From this Report, 
it appears that the London loans, even omitting the deficit of 721,397 1., put down by the 
committee to balance the account, produced an average of 574 per cent., when im reality, 
as already stated, they did not produce more than 45 per cent. 

Some of the figures on the credit side are also imcorrect, especially the amount of 
1,236,800 J. for redemption and interest of the said two loans. And, in consequence of 
this erroneous report, unjust suspicion of malversation has fallen upon the persons who 
have had the direction of these affairs, and on the Government which was endeavouring 
to “ maintain its credit,” and thereby diverted enormous sums; when what the Govern- 
ment and its agents endeavoured to do was to sell the bonds at the only price at which 
they could place them on "Change, and apply the proceeds to so many urgent engage- 
ments. 

The remaiuder of the report is devoted to the purpose of showing the bondholders: that 
the Government was disposed to make very important concessions, in order to establish a 
company to finish the railway, and with that object, was studying various projects pre- 
sented to the committee. It was announced that 2,000,000 /. were required to complete 
the railway, and that it would be necessary to ask the public for them; it was also stated 
that the Government had very important documents in its possession, recommending the 
line and the great resources of the forests and mines of the Republic of Honduras, for- 
warded by Mr. W. A. Brooks, the engineer sent to Honduras by Captain Pim, by 
Mr. G. B. Kerferd, a member of the committee, and by Dr. C. E. Bernhard, the Govern- 
ment Commissioner. 

The 
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The Committee of Investigation went on with its labours im concurrence with Dr. Appendix, No. 12, 


C. E. Bernhard, and the trustees, in order to form a company for the completion of the 
railway, and discussed the conditions for its constitution, as well as the concessions it was 
necessary to require from the Government. Jinally, the contracts were made, and they 
were sent to Honduras to be approved by the Government of the President Don Céleo 
Arias, if they were considered satisfactory. 


X. 


Meetine of BONDHOLDERS on the 24th AucusT 1873.—ForMATION of the COMPANY 
to Construct the Rartway. 


ANOTHER meeting of bondholders was held at the London Tavern, on the 24th of 
August 1873, for the purpose of receiving from the committee appointed on the 10th of 
January its final report upon the investigation of the facts and the means adopted to pro- 
ceed with the construction of the line. Mr. Digby Seymour was in the chair. 

The chairman, in a long and eloquent speech, stated the object of the meeting, which 
was to submit the proceedings of the committee to the consideration of the bondholders, 
and to await their judgment on them. 

He stated that the three trustees, Captain Bedford Pim, Mr. Haslewood, and Mr. 
Kerferd, had retired from the committee, because they, having been invited at first to 
join the committee, rather represented the special interests of the Honduras Government, 
Colonel Peel, Mr. A. Clark, and Dr. Evan Desmond had been appointed to fill these 
three vacancies. 

The chairman afterwards proceeded to give the results of his investigations in regard 
to the loans; his figures were hardly at all compatible with those given in the report 
presented in March, and much less so with the real amounts. He said that no particulars 
respecting the French loan could be obtained for the last report, but that some had since 
been received. He said that there were then in circulation 29,638 bonds of 100/. each, 
representing a nominal value of 2,963,8001.; there were also in circulation 8,970 shares 
of 201, amounting to 179,400/.; 177,135 bonds of 12/., representing 2,125,620 l.; and, 
lastly, 789 shares of 100/., representing 78,9007. (belonging to the Federal debt). This 
gives a grand total of 5,347,720/. 

Neither is this second report correct. ‘The nominal total of the three loans issued, 
without including the Federal debt, amounts to 5,990,1087.; and if, at the date when the 
chairman reported, there had only been in circulation (exclusive of the cancelled bonds) 
the total amount which he stated, then there would have been at the same date the 
balance of 721,288/. in possession of the trustees (always deducting the Federal debt) 
cancelled or for sale. 

The chairman then gave an account of the concessions obtained from the Government, 
for the purpose of serving as a basis for the formation of a company to complete the rail- 
way ; first, the concession of the whole line of the said railway, from Port Cortez in the 
Atlantic, to the Bay of Fonseca in the Pacific, including the 56 miles already constructed ; 
second, five miles of land on each side of the line, from beginning to-end; third, the con- 
cession of the mines in Honduras belonging to the Government. 

He afterwards indicated the principal basis for the formation of the company to com- 
plete the railway, and the great hopes entertained on account of the concessions obtained. 
and on which the company was founded. In consequence, the meeting passed a resolu- 
tion approving and confirming all that the committee had done, and engaging the bond- 
holders to use every kind of exertion to promote the success of the said company. 

Here is the “Memorandum of Association of the Honduras Inter-oceanic Railway 
Company,” as it appears in the prospectuses circulated :— Xl 


“ MEMORANDUM of Association of the Honduras Inter-oceanic Railway Company . 
(Limited). 


“1. The name of the company is the Honduras Inter-oceanic celver Company 
(Limited). 


“2. The registered offices of the company will be in England. 
“3. The objects for which the company is established are the following — 


(A.) To obtain from the Government of the Republic of Honduras and accept 


concessions or grants of all or any of the following railways, works, lands, rights, 
powers, and privileges, viz. :— 


(a.) Such portion of the Honduras Inter-oceanic Railway as is already com- 
pleted and open for traffic, or is in course of construction, together with all the 
stations, houses, buildings, wharves, quays, jetties, and appurtenances thereto , 
belonging or attached, or forming part thereof, together with all the rolling 
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stock, plant, machinery, rails, materials, stores, equipments, and other effects 
belonging to the Gevernment, and used, or intended to be used, for the con- 
struction, equipment, maintenance, or working of the said railway with its 
appurtenances, or for any of the purposes thereof. 


(6.) The land required for the completion of the said railway, from the 
Atlantic Ocean to the Pacific Ocean, with all necessary and proper wharves, 
quays, jetties, and other conveniences. 


(c.) Such other lands, adjoining or near to the said railway, as may be agreed 
on between the said Government and the company, with such exclusive rights 
of cutting and exporting timber grown thereon, free of duty and other charges, 
as may also be agreed on. 


(d.) Such of the mines belonging to the Government of Honduras, and at 
present unallotted, and at the disposal of the State, as may be agreed on between 
the Government and the company, subject to such royalty (if any), whether 
fixed or fluctuating, as.may also be agreed upon. 


(B.) To construct, complete, maintain, equip, and work the said railway, and to 
work, let, manage, and grant licenses for the working of all or any of the company’s 
lands, land rights, timber, mines and mineral rights, and to export, sell, and dispose 
of the produce thereof. 


(C.) To sell, demise, or otherwise dispose of, all or any of the lands, mines, rights 
and privileges, or other property of the company (including the said railway, with 
its appurtenances). 


(D.) To acquire any other concessions, grants, or privileges from the Government 
of Honduras, or any other foreign Government, and to enter into any contracts 
with any Government, corporation, or persons, for any of the purposes of the 
company. 


(E.) To obtain the incorporation of the company as a Société Anonyme, or 
Sociedad Anonima, according to the laws of the Republic of Honduras, or any 
foreign state, relating to joint stock companies. 


(F.) To do all such other things as are incidental or conducive to'any of the fore- 
going purposes. 


“4, The liability of the members is limited. 


“5, The capital of the company is 5,347,720 1., divided into 30,427 shares of 100/. each, 
to be called A. shares; 177,135 shares of 127. each, to be called B. shares; and 8,970 
shares of 20/. each, to be called C. shares. 


The shares may be issued as fully paid up to the holders of the bonds of the Honduras 
Government railway loans, issued in London in 1867 and 1870, or the loans issued 
in Paris in the year 1869, or of the Federal debt of the State of Honduras issued 
in 1867, in exchange for their bonds, in the proportion of one 100/. share for every bond 
for 1007. in either of the said loans, and so in proportion for bonds of any larger or lesser 
denomination. The company may accept from any of the sabscribers of this memo- 
randum bonds of the said Honduras Government loans of 1867, 1869, and 1870, or of the 
said Federal debt, in or towards payment of the shares subscribed for by them respec- 
tively at par.” 


Tn accordance with this memorandum of association, the prospectus* was published, to. 
convert the bonds of all the Honduras loans into shares of the company formed to com- 
plete the railway. By means of that conversion, the Honduras Government was to be: 
freed from the heavy burden of its loans, the bonds of which were to be converted into 
shares of the company, and to be freed also from the general mortgage on all the unculti- 
vated lands and the forests of the State. In exchange, the Government granted to the 
said company the whole of the line already constructed, with all the buildings and 
materials belonging to it; the necessary lands for the completion of the line from. sea to 
sea, its stations, piers, docks, and buildings ; the right of importing, free from every tax. 
or charge, the materials, engines, and all that should be necessary for, or connected with, 
the completion of the line; the right of constructing, fitting up, maintaining, and work- 
ing the railway, and of receiving the proceeds of the traffic ; all the State lands comprised 
in a band of territory 10 miles wide, or five miles of territory on each side of the line 
throughout; a concession, for 99 years, of all the mines of antimony, copper, iron, silver, 
and others, including ‘those of coal and marble, belonging to the State, subject to a 
royalty of 10 per cent. only upon the net profit, after paying a dividend of 10 per cent. 


These concessions and conditions were stipulated in two contracts, which bear date the 
12th of July 1873, entered into by the Minister in London and the Special Commissioner, 
Or 


———— ee eT 


* See Appendix, No. IV. 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 97 
Dr. C. E. Bernhard, as representatives of the Honduras Government, on the one part, 
and by the company on the other part; and in another additional contract, bearing date 
Ist of December 1873, entered into by Dr. C. E. Bernhard, as representative of the said 
Government, and the aforesaid company. The Government of Honduras, under the 
presidency of Sefior D. Céleo Arias, ratified those contracts, referring the final approval 
_of them to the Congress which assembled at the close of his presidential period, and this 
also ratified them. 

But the conversion of the bonds of the Honduras loans into shares of the “ Inter-oceanic 
Railway Company” in no way advanced the company in regard to the most urgent and 
direct object, which was to procure the necessary funds for the completion of the line; 
and the ‘“Inter-oceanic Railway Company” was obliged to have recourse to the money 
market, by issuing 20,000 preference shares, of 1002. each, at par, as part of the 25,000 
shares of this class, which its regulations gave it power to issue. 

Here is the prospectus of this new combination for the completion of the said 


railway :— 


“ First Issue of 20,000 Ten per cent. First Mortgage Debenture Bonds of 1007. each 
at par. 


“ Being part of 25,000 which the Company have power to issue. 


« The Honduras Inter-oceanic Railway Company (Limited). 
“‘ Debenture Capital 2,500,000. 


« Tt is proposed to issue this capital in bonds of 1001. each, bearing interest at 10 per 
cent. per annum. 

“ The bonds to be redeemed at par by annual drawings, und by the operation of a sinking 
fund, in 25 years. 


« The first drawing to take place on the 31st of December 1876, and the drawn bonds 
will be paid on the next succeeding 15th day of January, when the interest thereon will 


cease. 
« The bonds will be issued to bearer, with coupons, payable half-yearly, on the Ist 
January and Ist July in each year, at the offices of the company. 


«“ The first payment of interest to take place on the Ist July 1874. 


“ PROSPECTUS. 


“ These bonds stand as a first charge by the railway company upon all its lands, 
estates, properties, and revenues, comprising such portion of the railway as is already in 
operation, completed or in course of construction, together with the rolling stock, stations, 
materials, buildings, chattels of every kind, and all rights and privileges conferred by the 
terms of the concession held by the company, including the lands necessary to complete 
the line from sea to sea. 

“‘ The revenues also, under a concession for 99 years, from all mines and minerals be- 
longing to the State, subject only to the payment of a small deferred royalty, are included 
under the same charge. 

«Tn the concession obtained from the Government are also included almost inexhaus- 
tible supplies of hard and other woods, namely, mahogany, rosewood, pine, and other 
timber of the finest growth and quality, and which, when the means of transit have been. 
completed for conveyance of the same to the ports for exportation to the European 
markets, one of the largest and most certain sources of profit will be opened up for the 
bondholders. | 

« The grants made by the Government of Honduras to the company have been subse- 
quently confirmed by the existing Jegislative powers of the the State, and take effect 
immediately. E 

« Tt will be seen at once that the varied resources of the company are abundant, and, 
when developed, more than sufficient to guarantee prompt payment of interest upon, and 
redemption of the bonds, as well as to provide for the working expenses of the line. 


“Indeed, when the opening of the line from sea to sea has been accomplished, expe- 
rience shows that the revenues will rapidly and progressively increase. 


«Tt may fairly be estimated that the minimum amount to be written off will certainly 
not be less than after the rate of 80,000/. per annum. 
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«For every 1002. debenture, the price will be payable as follows :— 


£. 
On application, deposit  - - - - = - “ 5 
On allotment - ~ 2 - . = a: i - 5 
On 2nd March 1874 = 2 - A e _ - ane 
On Ist June 1874. - “ aio x = i a) te folie 
On 7th September 1874 - L s ss - . 3 leone 
On 7th December 1874 - - 2 . @ » mee 
On Ist March 1875 e F - “ * : wich 
On 7th June 1875 - . 2 a 3 é 4 2 ak 
On 6th September 1875 - = - . - + - pond 
On 6th December 1875 - - = = Es ry ale WD 
On Ist March 1876 = - x é 2 . 2 ea 
£. | 100 


Or the full amount may be paid at any earlier date under discount, at 5. per cent. 

“ Scrip will be issued, which will be exchanged for mortgage debenture bonds on pay- 
ment of all the instalments. 

«In case of no allotment being made, the deposit of the applicant will be returned 
without deduction. 

«“ The company reserve to themselves the right to issue the remaining 5,000 debenture 
bonds, which, when issued, will rank parri passu with the present issue of 20,000 deben- 
tures. ; | 

“«‘ Applications in the form annexed to be sent to the bankers of the company,* or. to 
C. F. Denny, Esq., secretary of the company, 4, Westminster Chambers, Victoria- 
street, S.W.” 


“23 December 1873.” 


The subscription for these preference shares was received by the public: with the same 
indifference as those for the Honduras loans; and although it was not officially known at 
the time how much had been subscribed for, because the company thought proper to keep 
this secret, it. afterwards-came out that the said subscription had not exceeded 30,000 /., 
an insignificant sum towards enabling the company to take serious steps for the develop- 
ment of its projects. ' 

Nevertheless, the conversion of the bonds of the Honduras loans into shares of the 
company, began to be effected with tolerable success, so far that in London and Paris 
very nearly a-third part of the bonds representing the loans had been converted; from 
which circumstance it may be reality presumed that, if the issue of the preference shares 
had had such suceess as to assure the intentions of the company already formed, all or 
nearly all the bonds. would have been eventually converted. 

At the very time when the Inter-oceanie Railway Company was endeavouring in 
Europe to convert the bonds of the Honduras loans into railway shares, and was issuing 
preference shares to obtain capital in order to complete the work, there was a revolution 
in Honduras to upset the Government of the President, Senor D. Celeo Arias. 

That revolution succeeded, and his Excellency Seftor D. Ponciano Leiva was raised to 
the Provisional Presidency of the Republic by the .national will in consequence. He 
immediately issued the following manifesto :— 


“ Ponciano Leiva, Provisional President by the National Will, 


“ To the People of the. Republic. se 


“ Hondureans: The war which it was indispensably necessary to undertake’ against the 
Dictatorship of Sefior Licentiate Don Céleo Arias has terminated fortunately. I con+ 
gratulate you, and rejoice with you on this auspicious event. ; 

“The Hondurean nation, like a traveller escaped from shipwreck, rescued from the: 


anarchy into which it seemed about to be plunged, has entered upon the enjoyment‘of 


peace and order, inestimable advantages which the Government intends to secure, by 


means of the good sense of the nation, and the co-operation of the most enlightened mem- 


bers of society, who are responsible for the irregularities of the rest. 


“Tn accordance with my promises in the manifesto of November 23, after discussion 


with the Council of Ministers, it has been resolved as follows: 


“1, A decree of amnesty shall. be.issued for all. Hondureans who are out of the terri- 
tory of the Republic for political reasons. 


“2, The judicial power shall be provisionally reorganised ;, and... 


«3, A National 
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«3. A National Convention shall be convoked to proceed to the political reorganisa~ 
tion of the country, in the form which it may deem most expedient. 


« Meanwhile, Hondureans, your safeguards and rights not secured by law shall be 
respected by the Government, which will in every case be guided by considerations of 
justice and public convenience. 

« Fellow citizens: it is not for me to boast that Iam about to implant liberal principles 
in Honduras, for they have been proclaimed and adopted by our predecessors ever since 
the year, 21; my feeble. efforts will only be directed to perfect them in practice. This 
is my purpose; and, as far as regards yourselves, you are mm possession of all your rights ; 
make that legitimate use of them to which you are entitled, without forgetting at the 
same time your duties towards the State. 

** Ponciano Leiva. 


* Comayagua, 24th January 1874.” 


This change of Government gave rise to doubts and discussions as to the legality of 
the Congress assembled during the Presidency of Seftor D. Céleo Arias, and as to whether 
the ratification of the concessions made in favour of the company by the previous Govern- 
ment, and by the Congress assembled during that Government, were binding, or whether 
the new Government and the Congress which it might convoke would repudiate them. 
These doubts were very soon dispelled by the Government of the President Sehor D. 
Ponciano Leiva, which lost no time in declaring that it was determined to support 
everything that could tend to the completion of the railway, and to liberate Honduras 
ies the insupportable engagements which burdened the Republic 6n account of the 
oans. 

Notwithstanding this declaration, and_ the praiseworthy intentions manifested by the 
Government of the President Senor D, Ponciano Leiva, the Inter-oceanic Railway 
Company found itself entangled in a net of difficulties which prevented its development 
and consolidation.. On the formation of the company, its promoters, who were the mem- 
bers of the committee of: investigation appointed by the bondholders at the meeting of 
January 10th 1873, reckoned upon the support of the contractors for the previous loans, 
that. is, Messrs: Bischoffsheim & Goldschmidt, Mr. Lefevre, and Messrs. Dreyfus, 
Scheyer & Co. These gentlemen were not willing to support the company after its 
formation, to the extent which the directors of the company expected they would; from 
whence arose most serious complaints, complications, and even legal proceedings, On 
the other hand, the bondholders of Paris began to make complaints against the company, 
the result of which was, that many of them combined to take legal proceedings in France, 
and altogether refused to have anything to do with the said company. The directors of 
the company had very serious discussions among themselves, and made complaints and 
accusations against each other, which were rather induced by having to contend with so 
many mischances than. by well-founded reasons, The Special Commissioner of the 
Honduras Government himself could not escape very serious personal attacks upon ques- 
tions in which not Dr. C. E. Bernhard personally, but the powers of the Special Com- 
missioner of the Honduras Government were involved, and whether he was or was not 
processing in accordance with law, and as legally representing the interests of the 

epublic. 

je after the meeting of January 10, 1873, two engineers, Messrs. W. A. 
Brooks and Charles A. Alberga, had been sent to Honduras, to inspect and survey the 
railway line already constructed, as well as the two sections traced out, and to report 
thereon. Their report, which bears date April 25, 1873, was published in the “ Foreign 
Times” of London on the 12th of July following. Finally, in September, two other 
engineers, Messrs. Seymour & Huston, also went to Honduras, by order of the directors 
of the Inter-oceanic Railway Company. They were to take measures on the spot to pro- 
ceed with the construction of 15 miles of the railway on account of the company ; but it 
appears that those gentlemen withdrew without domg anything to show that the works 
were about to be begun. 

While this was going on, the bonds of the Honduras loans, which had not been con- 


verted into the company’s shares, went down in price until they were quoted at 6} per - 


cent., and all the efforts of the directors of the company to inspire confidence and give 
hope had not the slightest effect in restraining this depreciation. 

The company convoked two meetings of the shareholders in October and November 
last, to give an account of the difficulties against which it was contending, in consequence 
of the bulk of the bondholders not having decided to convert their bonds into shares of the 
gaid company, on account of the poor subscription for the preference shares, and because 
Messrs. Bischoffsheim and Lefevre refused to give the moral and. financial support which 
they had proffered on the formation of the said company ; but nothing positive was settled 
at those meetings to relieve the company from its pressing engagements. On the con- 
trary, those meetings were a fruitful source of bitter recriminations and personal attacks, 
which were certainly not the best means to meet the great crisis, nor to overcome the 
enormous difficulties. 

The Honduras Government convoked the National Congress to meet at Comayagua, 
the capital of the Republic, at the end.of January 1875. That Congress was to examine 
the state of the affairs connected with the railway, with the loans contracted to construct 
it, and with the condition of the company formed to complete it; so that it might, on con- 
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sideration of the previous proceedings, give the necessary directions and pass definitive 
resolutions. ‘ed 

For this purpose a delegate of the company, Mr, John William Atkinson, departed for 
Comayagua, by way of Omoa, in the steamer which left Southampton on the 17th of 
December; and the Special Commissioner of the Government, Dr. C. E. Bernhard, also 
left by the same steamer, and with the same destination, to give an account of what he 
had done in Europe for the last two years, exclusively occupied in directing, in some 
measure, the affairs of the unfortunate railway. 

It is to be hoped that the Congress, in consideration of such difficult circumstances, 
which cannot be easily remedied, will pass a vote of confidence in favour of the President 
and Government of Honduras, so that such measures shall be taken as, according to cir- 
cumstances, may be deemed most suitable: for the praiseworthy object of rescuing this 
undertaking. 

This is, briefly narrated, the history of the Honduras Railway, from the time when its 
construction was first attempted up to the present. 


XI. 


CoNnOoLUSION. 


Arter having suffered such a series of mischances, failures, and difficulties, such an 
array of obstacles, disappointments, and annoyances, it seems at first sight that the Hon- 
duras Inter-oceanic Railway is a project pursued by misfortune, and never to be achieved, 
because all the combinations to obtain funds for its construction have been exhausted, and 
all have met with disaster in one way or another. 

Fortunately it is not so. Great projects do not perish thus in modern times. They 
may suffer mishaps, delays, crises, crashes, and all kinds of calamities; but human pride 
delights in overcoming and surmounting whatever appears most difficult and insuperable ; 
and for this very reason the Honduras Railway, in spite of the misfortunes which have 
befallen it, is destined to become a reality sooner or later, to unite the two oceans, and to 
develop the untold wealth of that favoured section of the New World through which it is 
traced. 

We have read carefully and with interest all that has been written concerning the 
Honduras Railway, and the territory through which it is to pass. More than 30 volumes, 
pamphlets, reports, and memorials, in various languages, have been published in Europe 
during the last few years; and they all agree upon the importance of this great work, and 
the natural riches of the Honduras territory. We have ourselves seen those riches, in a 
delicious climate, in a picturesque country, which only requires hands to work and roads 
for communication to convert it into an emporium of production and commerce. But 
what has attracted our attention most is the very important “ Report,” in 102 printed 
folio pages, presented by Mr. Squier, in the year 1859, to the directors of the company 
which was then formed in London, and which broke down under the circumstances men- 
tioned in the first chapter. . That report, founded on the information of first-class 
engineers, ‘and other experienced men and trayellers worthy of entire credit, and on actual 
surveys and observations on the spot, gives a most complete and favourable idea of the 
line, of the sea-ports at each end of it, of the climate and resources of Central America, 
and of the practicability of the line without other than the most ordinary difficulties 
which are met with in every undertaking of this kind. 

There can be no doubt as to the magnificent forests of Honduras, these are well known 
to everyone by their valuable timber; but the interior of the country is not so well known, 
with its millions of pines of enormous dimensions, which must in time give rise to immense 
trade and employment in the exportation of timber, the extraction of, resin, turpentine, 
and other products. Nor can there be any doubt of the mineralogical riches of Honduras, 
especially its gold-washings and inexhaustible’ mines of silver and copper. Neither can 
there be any question as to the fertility of the country, of its excellent climate, favourable 
for European immigration, agriculture, and cattle breeding. 

What has been doubted by some people who are not acquainted with those regions, is 
the practicability of the line; and we are therefore about to conclude this pamphlet by 
giving the official statements, obtained from the surveys of the engineers, and well 
attested. They show that the construction of the Honduras Inter-oceanie Railway need 
not meet with any particular or extraordinary obstacle that can even be considered as a 
difficulty of an average character. 

The highest point which the Honduras Railway has to pass is 2,956 feet above the 
level of the sea; and that will be reduced to 2,926 by a cutting to be made at that 
height. The point referred to is at a distance of 165 miles from the Atlantic, and 68 
miles from the Pacific. hae 

The gradients of the line meet at that culminating point; but the disposition of those 
gradients is favourable to the direction and the kind of traffic for which the line is to be 


used. 
’ The 
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The following table will show the importance of these gradients for the whole length of Appendix, | No. 12. 


the railway :— 


Sections. Distance. | Gradient. 

eoeraei ath 1g 0) EON AMIE VW a 

Miles. Feet. 
1. From Port Cortez to Mauricios - - - 67 2.83 
2. ,, Mauricios to Ojos de Agua - - - 40 21.27 
3. 4, Ojos de Agua to Ilampa - - - - 23 29.21 
4, 4, Ilampa to Rio Grande - - - - 26 20.12 
5. 4, Rio Grande to Rancho Chiquito - - | 9 84.50 
6. ,, Rancho Chiquito to San Antonio - - 224 95.00 
7. ,, San Antonio to Caridad - — - G3 40% 5} 48.72 
8. ,, Caridad tu the Bay of Fonseca - - - 40 13.50 


ToTaAL - 


The steepest gradient is from San Antonio to Rancho Chiquito, but that may be 
reduced by making some slight variations in the track. 

The works to be done throughout the Honduras Inter-oceanic Railway, with the 
materials and labour, are calculated as follows :— 


Line from Port Cortez to the Bay of Fonseca. 
(233 miles of Railway.) 


Crass oF Work. QUANTITIES. Estimate. 
Excavation in rock - - - - - - - | 4,457,000 cubic yards | 4,457,000 dols. 
Excavation in earth - - - - - - - | 1,712,000 oH 342,400 ,, 
Embankment - - - - - - - - | 8,496,000 a 9,127,000", 
Tunnels - - - - - - - - - 59,700 Ms 298,500 ,, 
Masonry of all kinds - - - - - - | 272,149 4 1,204,440 ,, 
Bridges - - - - - - - - - 6,120 feet run - 867,200 ,, 
Ballast - - - - - - - - - 451,605 cubic yards 451,605 ,, 
Sleepers, rails, &c. - ~ - - - : : 2354 miles - | 2,355,000 _,, 
Water stations, workshops,&e. - = - Sa RI ew -- = - 267,000. ,, 
Piers - = - : : ; = = Ale: - - - 60,000. ,’ 
Preparatory road - - - - - - = 231 miles - 570,000 ,, 
Professional services - - . - - - -| - - - 500,000 4, 
Contingencies - iho. aa ie - - - | 10 percent. - - | 1,304,334 -,, 


62,110 dollars * 


Cost per mile - | £. 12,242 


Toran Cost - 4 14:347,679 dols. 
G £. 2,869,000. 


Ad 


be On examination of the above particulars it will be clearly seen that there is no insuper- 


able obstacle or difficulty in the way of the possible construction of the Honduras Rail- 
zh The only difficulty is to obtain the estimated funds for the completion of the 
work. 

If the bondholders in London and Paris understood their real interests, they would at 
once subscribe the necessary capital, in proportion to the bonds which they hold; and 
with that capital, strictly administered, the line might be finished in two years, and thus 
all the immense interests would be secured. 

At present the bonds of the Honduras loans are quoted in the European exchanges at 
6} per cent., which is as much as to say that the whole of them are not worth ‘a great deal 
more than 450,000/. in the market, for they could be bought for that sum. Well, then, 
the part of the railway already constructed is worth about double that sum; and the con- 
cessions made by the Government in favour of the company for constructing the railway 
are worth, without exaggeration, 20 times that sum, if they are properly managed. If 
every bondholder would subscribe 30 per cent. more in cash upon the nominal value of 
the bonds in his possession, the railway would be finished, and it would be the property 
of the said bondholders; the concessions of the Government would be turned to account, 
and would be a source of immense riches; the bondholders would then have no reason to 
complain of former disasters and damages, and the Honduras Government would see its 
wishes fulfilled in the endowment of the Republic with an Inter-oceanic Railway which 
would afford a solid basis for the development and utilisation of its natural riches. 


Certainly 


© Author's Note.—This estimate appears very much exaggerated. The line can bec leted, includi 
the necessary rolling stock, at the rate of 9,000 /. per mile. oo ee ae 
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Certainly it is difficult, exceedingly difficult, to convince all and each of the bond- 
holders, by serious calculations, of what they ought to do for the proteetion of their own 
interests, and to extricate themselves from the ruin into which they have fallen. It is 
certain, also, that many of the bondholders have not the means of advancing 30 per cent. 
more in cash on the nominal value of their bonds. Nevertheless, in regard to the first 
expedient, it has never been attempted in any way—perhaps no idea of attempting it has 
ever been entertained ; and yet, if the attempt were made, it might produce fayourable 
results. In regard to the second, those who cannot afford the extraordinary addition of 
30 per cent. to the bonds which they possess, have three resources :— 


1. To keep their bonds, in order to assert their rights in future, if there should be 
an opportunity. 


2. To sell them at the quotation price. 


3. To sell a part of them for the purpose of providing the extraordinary addition 
of 30 per cent. on the nominal value of those which they retain. 


The great difficulty—or rather the great necessity, if such an operation is to be made 
practicable—is to know how to combine, to introduce, to explain, and to carry it out; to 
examine in due time, without exaggeration or depreciation, its inconveniences and its 
advantages; to smooth down the former beforehand by foresight.and: practical remedies, 
and to make the latter available by energy and activity. 

Messrs. Bischoffsheim & Goldschmidt, Dreyfus, Scheyer & Co., and Mr. Lefevre, are 
the men who ought to bring about an effective combination; and they would certainly 
succeed, if they took pains, and procured the aid of efficient administrators, able profes- 
sional men, honourable contractors for the material. works of the railway, and practical, 
energétic, and active persons, exclusively devoted to the purpose of developing the value 
of the Government concessions and.turning them to account, by promoting emigration, 
working the mines, cutting timber, and other lucrative occupations. . 

This great enterprise of the Honduras Railway has engaged the attention of many, too 
many, speculators, stock-jobbers. intruders, busy critics, officials indifferent to the fate of 
Honduras, intriguers, and others whom we must not mention; but, on the other hand, it 
has always wanted a competent man for an enterprise rendered most difficult and compli- 
cated by the circumstances which surrounded it—a man alike theoretical. and practical, 
financier and engineer, contractor and director—equally capable of discussing financial 
plans and combinations with the bankers, and surveys and designs with the engineers— 
as able to direct and control the accounts as to maintain a strict inspection over the 
~vorks of the line and to instruct the workmen in the use of their tools—a man of mental 
and physical force, with ability to take the lead over all parties, with no other aim than 
the object proposed, with no other ambition than that of attaining it—a man after the 
fashion uf M. de Lesseps, who would know what to do in any unforeseen contingeney, 
whether financial, professional, or practical. 

Mr. Squier, who conceived the idea of the railway, is the man who most nearly 
approaches this type. He proposed the problem with intelligenee and industry; but he 
was unfortunate-—he lacked material support and good health. The last trustees in Lion- 
don, Messrs. G. B. Kerferd, Edward Haslewood, and Captain Bedford Pim, undertook 
the trust, and received it from their predecessors when the enterprise was given over and 
expiring. The first two represented the integrity of commerce and the Exchange, the 
last was characterised by enthusiasm and energetic will; but the difficulties were already 
beyond their abilities and their means of action. The special commissioner, Dr. Bern- 
hard was a pattern of an industrious and indefatigable man; but, after two years of con- 
stant labour and arrangements, he found out that he had to do with people who trusted 
much more to their own projects and to chance, than to substantial and well-considered 
plans., And, finally, the Minister in London, Seftor Gutierrez, represents good faith, 
disinteredness, and the spirit of conciliation. He has frequently been the victim sacrificed 
on one side for the interests of the railway and of his country, and on the other for the 
complaints of the bondholders and the difficulties in Europe. 

But it is a manifest injustice to require that this public man should be able, and ought 
to serve at the same time interests so opposed and heterogeneous—to obey the instruc- 
tions of his Government, to arrange differences and quarrels, to examine and correct pro- 
fessional projects, to instruct the bankers, check the accounts, avoid ruinous operations 
on ‘Change, foresee the consequences of political revolutions, do business with usurers, 
pay the bondholders, give publicity to. events, maintain the reserve required by his diplo- 
matic position, counsel the unwary not to meddle with hazardous operations, maintain 
credit, pay the dividends, finish the railway—and all this, as well as many various 
exigences on all sides, without any other aid than officious criticism from some, and 
empirical advice from others. 

Of course, the representative of a foreign country, whoever he may be, looks after the 
interests of his country, and gives it an account of his official acts; but it would be 
ridiculous for him to pretend to advise, in a foreign and essentially speculating country, 
upon the risks which are run by investing capital in usurious transactions, or im specula- 
tions on Change without judgment. 

Messrs. Bischoffsheim & Goldschmidt, Dreyfus, Scheyer & Co., and Lefevre, were the 


contractors for’ the loans. Under the auspices of the first two firms, the bonds were © 


offered to the English and French public, and bought by the present holders (at whatever 
price 


; 
; 
h 
; 
} 


' 
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price it may have been), not'so much on the strength of the guarantees offered by the 
Republic, as in consideration of the respectability of those firms, and by reason of the 
efforts which they themselves made to dispose of the bonds. ‘Those bankers, then, are 
morally bound to come to the aid of the Honduras Government, by devising a substantial 
combination for the completion of the railway, to rescue the many sacrifices which have 
already been made, and the considerable part of the railway already constructed, from 
utter failure, and the interests both of the bondholders and of the Honduras Government 
from complete destruction. Were they to do so, they would nobly respond to what their 
honour and credit require, and to what the bondholders and the Honduras Government 
have a right to’expect ; and they themselves, by resolving, at a time of peril, to undertake 
once more the provision for the railway, would reap the desired returns from a grand 
enterprise which, when in’ danger, will have been rescued by the support and energy of 
two respectable banking houses, which are firmly determined to carry it out and succeed 
in their purpose. 


APPENDIX TO THE ENGLISH EDITION. 


(No. I.) 
OFFICIAL DOCUMENTS. 


LEGISLATIVE ADVERTISEMENT. 
Comayagua, 30 May 1868. 


The President of the Republic of Honduras to the Inhabitants thereof. 


Notice is hereby given: That the Sovereign Congress of the Republic, after examinaion 

_ of the documents transmitted to the Supreme Executive Power from the Legation in London, 

concerning the loan intended for the’ construction of the Honduras Inter-vceanic Railway, 
and those relating to the execution.of that work by the contractor, William MacCandlish, 


Decrees— Sole Article—The contract No. 1, and the addition! agreements concerning 
the construction of the said line, are approved throughout. 
Given at the Sessions Hall, Comayagua, the 18th of February 1868. 
Juan Lopez, Deputy President. 
Carlos Madrid, Deputy Secretary. 
Jeronimo Zalaya, Deputy Secretary. 
To the Executive Power: Therefore let this be executed. 
Jose Maria Media. 


Trinidad Ferrari, Minister for Foreign Affairs. 
Comayagua, 29 February 1868. 


LeGgisLatTive ADVERTISEMENT. 


Comayagua, 380 May 1868. 


Authorising ‘the executive power ‘to organise the working of the mines on account of 


the State. 


The President of the Revublic ®f Honduras to the Inhabitants: thereof. 


Notice is hereby given that the Sovereign Congress of the Republic, considering: that the 
Government ought to work the national mines, as one of the means to be applied to the 
redemption of the loan which is to be employed for thé construction of the Honduras Inter- 


oceanic Railway ; in the exercise-of its.powers,. 
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Appendix, No. 12. Decrees—Art. 1. The Supreme Executive power is'authorised to regulate and organise, © 
afin on account of the State, the working of the national mines in the circle of Aramecina, and 
which cannot be claimed by private persons. 


Art, 2. Within six months from the publication of this law, the Government shall specify 
the abandoned mines in the Republic which are to be worked on account of the State, and 
within that period no claim to an abandoned mine shall be allowed. 

Given at Comayagua, in the Sessions Hall of the National Congress, on the 24th of 
February, 1868. . 


Juan Lopez, Deputy President. 
Carlos Madrid, Deputy Secretary. 
Jeronimo Zalaya, Deputy Secretary. 


To the Executive Power: Therefore let it be executed. 
Jose Maria Medina. 


Trinidad Ferrari, Minister of the Interior. 
Comayagua, 28 February 1868. 


LEGISLATIVE ADVERTISEMENT. 


Comayagua, 15 April 1872. 
Decree No, 15. 


The President of the Republic of Honduras to the Inhabitants thereof. 


Notice is hereby given: That the Sovereign Congress of the Republic, having before it 
the Government Decree of 4 December 1870, which ratifies the Agreement concluded in 
London on the 17th of July of the same year, by Sefor D. Carlos Gutierrez, Minister 
Plenipotentiary to Her Britannic Majesty, duly authorised by the Government to negotiate 
a loan of 2,500,000 /, sterling nominal value, intended for the completion of the Honduras 
Railway, on the one part, and Mr. Henry Louis Bischoffsheim and Goldschmidt, on the 
other part. 

Decrees—Sole Article-—The «afvresaid Decree is approved throughout. Given at 
Comayagua, in the Sessions Hall of the National Congress, on the 20th of February 1872. 


Manuel Colindres, Deputy President. 
Pedro Fernandez, Deputy Secretary. 
Estevan Ferrari, Deputy Secretary. 


© 


To the Executive Power: Therefore let this be executed. 
Jose Maria Medina. 


Valentine Duron, Minister for Public Works, &c. 
Comayagua, 23 February 1872. 


Decree No. 17. 
The President of the Republic of Honduras to the Inhabitants thereof. 


Notice is hereby given: That the Sovereign Congress of the Republic, having before it the 
Government Decree of 4th August 1871, which ratifies the agreement concluded on the 
21st of April of the same year between Sr D. Carlos Gutierrez, Minister of the Republic 
of Honduras to Her Britannic Majesty and Messrs. Bischoffshcim and Goldschmidt, con- 
cerning the bonds of the Paris loan of 1869, 


Decrees—Sole Article.—The said Decree is approved throughout. 


Given at Comapagua, in the Sessions Hall of the National Congress, on the 20th 
February 1872. 
Manuel Collindres, Deputy President. 
" Estevan Ferrari, Deputy Secretary. 
Pedro Fernandez, Deputy Secretary. - 
To the Executive Power: Therefore let this be executed. aging 
Jose Maria Medina. 
é 


Valentin Duron, — 
Minister of the Interior of Public Works, &c. 
Comayagua, 23 February 1872. . fo oe 
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Decree No. 18. 


The President of the Republic of Honduras to the Inhabitants thereof. 


Notice is hereby given: That the Sovereign Congress of the Republic, having before it the 
Government Decree of 7th August 1871, which ratifies the agreement concluded in London 
on the 21st of April of the same year, between Sr D. Carlos, Gutierrez, Minister of Honduras 
to Her Britannic Majesty, and Mr. Charles Lefévre, concerning the payment and advance 
of certain sums of pounds sterling, which have taken place on account of the Honduras 
Inter-oceanic Railway, 


Decrees—Sole Article-—The aforesaid Decree is approved throughout. 


Given at Comayagua, in the Sessions Hall of the National Congress, on the 20th 
February 1872. 
Manuel Colindres, Deputy President. 
Estevan Ferrari, Deputy Secretary. 
Pedro Fernandez, Deputy Secretary. 


To the Executive Power.—Therefore, let this be executed. . 
Jose Marina Medina. 


Valentin Duron, 
Minister for the Home Department and for Public Works, &c. 
Comayagua, 23 February 1872, 


Republic of Honduras.—Ministry of Foreign Affairs. 


Sir, Comayagua, 29 December 1873. 

I nave the pleasure of enclosing to you herewith a copy of the decree by which the 
Sovereign Congress of the Republic ratifies the approval given by the Provisional 
Government to the contract. concluded by you and the Commissioner Bernhard with the 
Honduras Inter-oceanic Railway Company, Limited, for the construction of the Inter- 
oceanic railway of this Republic. , 

As you will see by the above-mentioned decree, the Supreme Congress only requires 
that the contract in question should be duly executed, and that all the formalities and 
requirements prescribed for such documents by the English laws shall be observed and 

’ fulfilled, so that the said contract. may become a State document. 

You, then, in concurrence with Mr. Bernhard, will take all such proceedings with 
the company as are necessary, and adapted to obtain, in regard to the formalities of 
its execution, all the proper securities for its validity as understood in the approval 
granted by this Government, previously communicated to you, and in the subsequent 
ratification of the Sovereign Congress, which I now forward to you duly attested. 


I am, &c. 
Sefor Don Carlos Guiterrez, (signed ) Jeremias Cisneros. 
Minister of Honduras, London. : 


(Enclosure in the above Letter.) 


Republic of Honduras.—Mivistry for Foreign Affairs, 
The President of the Republic of Honduras to the Inhabitants thereof, 


Notice is hereby given: That the Sovereign Constituent Congress has decreed as 
follows: 


The Sovereign Constituent National Congress of the Republic, 

Considering that the fresh negotiations entered into by the Minister Plenipotentiary 
Seftor Don Carlos Gutierrez and the Special Commissioner, Dr. Don C. E. Bernhard, 
with the Limited Company for the construction of the Honduras Inter-oceanic Railway 
Company remove the great difficulties presented by the system adopted for the com- 
pletion of that undertaking; and considering that they tend to promote one of the 
greatest interests of the Republic, the Assembly, with the respective documents before it, 


Decrees—Art. 1.—The contract concluded ii London, on the 12th day of July of the 
present year, by the aforesaid Messrs. Gutierrez and Bernhard, with the Limited 
Company, is approved, on the same terms as it was approved by the Provisional 
Government of the Republic, for the continuation and completion of the works of the 
Inter-oceanic Railway. 
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Art. 2.—In order that the aforesaid contract may have full effect, and Honduras be 
bound to the contracting company, it is indispensable that the members of the latter should 
authorise the deed of the aforesaid contract by the signatures of their legal representatives, 
in the form and according to the regulations prescribed by the laws of Great Britain for the 
execution and fulfilment of contracts of this nature. 


Given at Comayagua, in the Sessions Hall of the National Constituent Congress, on the 
24th of December 1873. 
RR. Midence, Deputy President. 


F. Hernandez, Deputy Secretary. 
Pedro Rivera Bustillo, Deputy Secretary. 


Therefore let this be promulgated and printed. 
Celeo Arias. 
Jeremias Cisneros, Minister for Foreign Affairs. 
Comayagua, 25 December 1873. 


A true copy. 
Comayagua, 29 December 1873. Cisneros. 


‘ (No. IL.) 


Currtine the Timper and Working the Minzs in Honduras, to apply the proceelds in part 
payment of the Dividends of the Loans contracted in Europe for the construction of the 


Inter-OcEaNnic RalLwAy. 


Ween the first loan was contracted for with the firm of Messrs. Bischoffsheim, Gold- 
schmidt & Co., in 1867, for the construction of the Inter-oceanic Railway, the Supreme 
Government issued a decree appointing a Board of Works, under the denomination of 
“‘ National Committee of Honduras,” for the parpose of proceeding with certain funds 
assigned to the Government in the contract itself, to cut mahogany and other timber, and 
to work some of the rich mines which there are in the country, and to develope other 
branches of industry, in order to remit the proceeds to Messrs. Bischoffsheim & Gold- 
schmict, the Government agents in London. 

The said “ National Committee ” was composed of men of reputation and honour, such 
as D. Francisco Alvarado, D. Manuel Colindres, D. Ramon Valenzuela, D. Céleo Arias, 
and others of similar position. They made the greatest efforts to discharge the duties 
imposed on them by the Government in order to send the proceeds to London, On the 
other hand, the Government entered into contracts with Messrs. Debrot of Omoa, Morris 
& Co. of Amapala, and another firm at Belize, to cut timber and send it to Europe 
whilst mining engineers and overseers were sent out’ from London to undertake some of 
the principal works of the various mines about Aramecina. But before the fruits of these 
efforts could be reaped, the Government received information that some of the bills drawn 
against the funds placed at its disposal for this purpose in London had been protested, 
because the bonds of the loans could not be sold so fast as was necessary ; and this, 
together with political disturbances in the country, was the reason that the Government 
was unable to send to London the timber and minerals which had been announced to its 
representatives, and which were to have been consigned to Messrs. Bischoffsheim & 
Goldschmidt. 

The engineers who went to Honduras to commence the mining operations in the neigh- 
bourhood of Amapala were Messrs. Maudit, Emmerson, and Mercer. 

Here follows the decree of the Honduras Government dissolving the “ National Com- 
mittee” ; it was published in the Official Gazette of 14 June 1870. 


“ Supreme Decree of 28 May 1870. 


“ José Maria Medina, Captain General and President of the Republic. 


“ Whereas the National Committee having suspended its drafts upon the funds in 


London and Paris, op account of the difficulty of getting the bills of Exchange paid, this — 


Beard, which was organised to negotiate, has no further purpose. As I wish to reconcile 
economy. in expense with the indespensable security in the management of those funds, 


“J Decree—Article 1.—The National Committee, created by decree of the 2nd of May 
last, for the management of the funds negotiated for undertakings in the Republic, is 


dissolved; but the contracts made by that Board remain, just as if they had been con- 


cluded with the Government. 


Art. 2: 
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Art. 2.—A. special treasurer is appointed for the administration of those funds; he is to 
have the same qualifications and to give the same security as are required by Art. 47 of 
the Treasury Law for a Treasurer General. His salary is to be 1,000 dollars a year; he 
will have a clerk with a salary of 240 dollars, and an office as may be necessary. 


“ Art. 3.—The committee will proceed to liquidate and present its accounts to the Minister 
of Finance, according to the regulations; and will deiiver what it has in hand, with the goods 
and chattels, to the treasurer, as soon as it receives notice of his appointment and accept- 
ance of office . 


“ Art. 5.—The treasurer will keep his accounts in the same book as the committee, will 
compare the items with the orders of the Treasury, balance the cash monthly, and render 
his account to the ministry of Finance for the approval of the Government, 


“ Art. 5.—Any bills that are hereafter to be drawn will be drawn by the Ministry for 
Foreign Affairs, as they were before the appointment of the committee. 


“ Art, 6.—Let this be communicated to the Ministers of Honduras in Londonan d Paris, 
and to any one else whom it may concern; and tne Ministers of Finance and of Foreign 
Affairs are charged with the execution of this decree. 


“ Given at Gracias, the 28th of May 1870. 
(signed) “ Jose Maria Medina. 
*¢ Francisco Alvarado, Minister of Finance.” 


(No. LI.) 


APPEND1Ix to the Rurorr of the CommirrTze appointed by the Honpuras BonpHOLDERS 
at their Meeting on the 10th of January 1873.* 


(No. 1.) 


4, Westminster Chambers, Victoria-street, S.W., 
Your Excellency, 18 January 1873. 

I Have the pleasure to enclose a print of certain resolutions passed at a general meeting 
of the Honduras bondholders, held at the London Tavern on the 13th instant, and respect- 
fully to ask that, in conformity therewith, you will be good enouch to furnish the Committee 
of Investigation with the particulars of the loans made by the ‘Honduras Government, the 
amount realized thereon, and the disposition thereof, or the names*and addresses of the 
persons from whom the particulars can be obtained ; and also any further information which 


you may think necessary to enable the committee to carry out the terms of the resolutions 
passed at the meeting. 
As the committee meet again on Tuesday next, and are anxious 


: : . not to delay their duti 
they will be obliged if you will reply before that date. o delay their duties, 
Iam, &c. 


To their Excellencies (signed) Chairman of the Committee 
Don Carlos Gutierrez, London ; and is! 


Don Victor Herran, Paris. 


(No, 2.) 


Potrerillos Station (three miles south of the River Venta, or 
Santiago, and 59 miles from Puerto Caballos), 

Dear Captain Bedford Pim, 2 December 1872. 

Tup “ Belize” steam-ship was put into quarantine on its arrival at Belize, because there 
had been one or two cases of small-pox in the interior of Jamaica; and I was therefore 
detained at Belize until the return of the schooner from Omoa, in which schooner (the 
“ Puerto Caballos”) I sailed for Omoa on the 16th ult.; but on arriving off the coast of the 
State of Honduras, I had the good luck of a heavy south-wester springing up, which com- 
pelled the master to change his course for the noble harbour of Puerto Caballos. On the 
23rd ult. I left by the morning train for San Pedro, and thence to the terminus of the first 
section at the River Venta, or Santiago, 56 miles distant from Puerto Caballos. We went 

at 


a 


* See page 78, 
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at the rate of 25 miles an hour; but the condition of ihe railway would have safely afforded 
a rate of 40 miles an hour. The works on the line of railway had been respected by the 
adverse parties in the late intestine troubles, during which a considerable quantity of maho- 
eany, cedar, and dye-woods were sent down the line. The agent of Mr. Debrot, the British 
Vice-Consul of Omoa, came up the line in the same carriage with me, and told me that 
Mr. Debrot had already sent down the railway for shipment at Puerto Caballos this year 
about 1,300,000 cubic feet of mahogany, besides a large quantity of rosewood, fustic and 
other dye-woods; and that he was making arrangements for sending down the line next year 
3,000,000 cubic fect of mahogany; and he (the agent) was satisfied that the timber sent by 
Mr. Debrot alona would maintain the line already made, by the amount of dues paid for 
the use of the railway. Above 200 mules are daily employed in conveying goods from the 
present terminus of the railway, 56 miles from the port, to the city of Comayagua, and also 
to Tegucigalpa. ‘This traffic will vastly increase the progress of the Inter-oceanic Railway 
further to the southward on the second section. I have carefully examined the plan and 
sections of the first district of the second section, which is of exceedingly easy construction ; 
the cuttings and embankments for 2 3 miles of it are already executed. I have also, during 
the past week, been as far ds Bajo Grande, three leagues south of Azufral, or 83 miles from 
Puerto Caballos, and am prepared to advise the immediate rapid com pletion of the bridge over 
the Venta, and the completion of the railway to Las Lagunetas, a distance of rather more 
than 14 miles, which ean easily be made available for railway traffic by eight or) nine 
months’ work, and enable a further vast quantity of valuable timber to be brought down 
the line. 

T have not had time to estimate the cost of the timber bridge over the Venta, which will 
be 450 feet in length; but Mr. Innes says that he can readily procure enough ina month 
for its construction ; and, owing to the advantage of tne convenience afforded for getting the 
timber from the forests on each side of 56 miles of the existing railway, this is a work which 
can be cheaply executed, under the immediate superintendence of the engineer of the first or 
56-mile section. ‘There is a large stock of plant on the ground, and about 800 mules and 
60 oxen. Thirty of the mules went off to Comayagua with goods, which had just come by 
the railway. The traffic along the railway is already so considerable‘ that it is bigh time for 
the bondholders to have the benefit of the profit for carrying the goods. 


I am, &e. 


(signed) W. A. Brooks. 


Potrerillos Station (three Miles to the Southward of the River Venta, 
or Santiago, or 59 miles froom Puert Caballos), 
Dear Captain Pim, 2 December 1872. : 

Mr. —— has expressed to me his desire to contract with you for the formation of a portion 
of the line of railway, being tho commencement of the second section; and, after much 
discussion, I sketched ont a letter or tender, which that gentleman has copied and signed, and 
it is now enclosed. You will see the importance of the immediate progress of this work, 
which I am satisfied ean and will be executed in the time named. The extra quantity of 
timber which will be brought down the line in the next two years will pay for the construc- 
tion of these 14 miles and 1,480 feet. You will remember how strongly I insisted upon the * 
paying capabilities of the Je, independent of any Inter-oceanic traffic, and the amount of 
timber now being sent down the line proves the soundness of my opinion. Messrs. Guild 
& Co., of Belize, and other parties, have a large number of men engaged also in getting out 
mahogany and other valuable woods; and their united forces will be fully equal to Mr. 
Debrot’s, from whose works we may depend upon having 3,000,000 cubic feet of mahogany 
and rosewood come down the line. ‘The rosewood trees which I saw at Puerto Caballos 
were magnificent specimens of timber, 16 and 18 inches in diameter. A large French barque 
was lying in the harbour laden with mahogany, ready for sea, and a Norwegian barque of 
about 600 tons register came into port the day before I left. On the nlght previous to my 
arrival at Puerto Caballos we had a ‘ Norther,” which came on suddenly, and drove a large 
French barque upon the beach of the Uima river, smashing her in less than a quarter of an 
hour into pieces not bigger than a table, according to the statement made to-me by the 
mate, who walked, with seven of the crew, fromthe Ulua to Puerto Caballos. I think it 
of such importance that these 14 miles of railway should be forthwith completed, that I 
advise your acceptance of the tender made by Mr. . The works consist of a number 
of small cuts and embankments, with which I could easily execute and complete the line 
within six months, if there were sufficient rails, &c., on the ground. I believe there are only 
about three miles of rails at Puerto Caballus, which can be at once transferred to this work. 
I recommend you to take the tender to my experienced friend Mr, —.and ask him to 
examine it, and make such alterations or additions as he may think advisable, remembering 
that the tender was sketched out by me ingreat haste. Mr. — is agreeable to put down 
any other pattern or rails, if you can get them more readily than those now used. It will 
take about 80 tons of rails. I think it is of so much consequence to the bondholders that 
this work should be proceeded with, that I do not hesitate to advise you personally to enter 
into an immediate contract to execute these 14 miles and 1,480 feet, including the supply of 
all rails, &c., you employing Mr. — to execute the works tendered for by him; the 
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security to you for extra works such as those referred to in Mr. ’s tender and schedule 
of prices for them. You will see that I have provided for other contracts going on, which 
will open out nearly five-sixths of the railway, leaving the larger cuts to be executed in the 
period of two years. and making a temporary road for mules to convey the goods and pas- 
sengers from one line of railway to another until the whole line is completed. I shall return 
to Puerto Caballos in time to meet Mr. Alberga, and go with him over the whole of the line 
to Amapala. 


seine ote, &c. 
(signed ) W. A. Brooks. 


Potrerillos, 59 Miles from Puerto Cabalios, 
Dear Captain Bedford Pim, 8 December 1873. 

Yesterpay [ sent a long letter addressed to No. 4, Westminster Chambers, which 
will asrive at your hands by this mail. Last year three ships lying off the bar of the 
Ulua, for the purpose of taking in cargoes of mahogany, were totally wrecked, and this 
year two have also been wrecked. Two barques are now comfortably taking in their 
cargoes in the harbour of Puerto Caballos. In order to induce all ships to come to 
Pnerto Caballos, | am sure you will agree with me that the following advertisement, to 
be inserted in the Shipping and Mercantile Gazette, will promote the welfare of the State 
of Honduras and its bondholders :— 

“ Notice to shippers of Spanish mahogany, &c., from Puerto Caballos, in the State of 
Honduras,—All ships taking in their cargoes of mahogany and other timber or produce, 
brought along the Honduras Inter-oceanic Railway, will have their ballast taken out at 
the steam crane ballast wharf, free of all charges. Ships of any tonnage can lie along- 
side of the wharf, as there is a depth of water of 30 feet at all times.”. 

The ballast can be taken out for 6d,,a ton, which is a trifle compared to the tonnage 
got from the mahogany which comes along the line of railway, and the ballast is much 
wanted to form foundations for the houses aud streets of Puerto Caballos. 1 have already 
planned the new town in such a manner that a single locomotive will be able to pass con- 
tinuously along all the principal streets. I have done this upon a scale of 100 feet to the 
inch. 

Directions should also be at once given to the engineer at Puerto Caballos to build a 
framework beacon, or lighthouse, of 80 feet in height, at the western extremity of the 
neck of land which forms the harbour. This will cost little, as there is plenty of timber 
to be got alongside of the railway. 

At English Kay, the entrance to Belize harbour, they have only two ship’s lanterns 
run up to the top of a mast. You will want a good beacon, however, which can be seen 
when the high land of the coast three miles south of the beacon is covered with mist, or 
invisible, as { found it. 

A very Jarge sum of money can be raised by the sale of the townland building sites. 
I shail have all this fully prepared for you on your arrival, and some other harbuor 
works, independent of the report on the railway, by my colleague and myself, This 
beacon is purely a work which ought to be executed at the expense of the Government; 
but if there is not money to be got for it, I would erect it, on being remunerated by a 
grant of land up the country. It is so important to have this beacon. properly erected, 
that I trust you will uot think I have erred if I press its formation on the Government 
when Mr, Alberga and myself are in Comayagua. 

Iam, &c, 
(signed) W. A. Brooks. 


P.S.—I shall send this off by the schooner which sails to meet the “ Belize” steam- 
ship with the mail from England (and I hope Mr Alberga), for fear a “ norther” should 
come on and prevent the possibility of the return of the schooner to Belize with answers 
to letters brought by the mail from England, 

Mr. Bain has just shown me a list of the stores. The preparrtions for the works have 
been very great, even to articles which I did not expect to meet, such as levels and 
theodolites, and 10 of Chubb’s iron safes, on the second section of the line; and 160 


houses at various places. There is n creat deal which will account for a large expendi- 
ture over and above the 8,000 /. per mile. be 9h 


(No. 3.) 
Gentlemen, 

In accordance with the desire of the Committee, I have the pleasure of stating, to the 
best of my belief, the meaus and resources of Honduras. The principal income of the 
Government is derived from duties paid on imports of merchandise, and some export duties, 
There is the tariff of 30 pet cent. more or less on certain classes of merchandise ad valorem, 
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though taken on the gross weight in the following manner: When the amount to be paid. 
is $100, you pay 40 per cent. in coin, 35 per cent. in Government paper (worth about 40 
per cent. in coin), and 25 per cent. in liquidations, that is, in paper issued by the Govern- 
ment to officers in the army, which represents sometimes one-half or one-thrd,or even only 
one-quarter of the nominal worth. 

The value of the import of foreign merchandise in the three seaports of the Republic, 
and (very litile) by the land frontiers of the neighbouring states, is about $1,500,000. It 
is proposed now that the duties on the merchandise should be paid In coin, but reducing 
them from 30 to 25 per cent., being the same rate as is paid in Salvador; th's would give 
the Government a clear income of $375,000. Out of this would have to be paid $120,000 
for interest yearly on the floating debt, which will be consolidated in a six per cent. interest- 
bearing paper, and $27,000 for paying interest and sinking fund for the small loan of 
$90,000, which is secured upon the custom duties of Amapala, and which loan results out 
of the settlement of the old Federal debt of 1827. The result—and what the Government 
gets out of the sale of stamped paper, with duties on the exportation of raw silver, the 
monopoly on tobacco, duty on slaughtering cattle, total §100,000—would give to the 
Government a very comfortable income of about £260,000 being $100,000 more thaw it 
now has. 

Gold mines in quartz, or wash gold im rivers, are to be found, but not in any sufficient 
quantities to be worked alone. Gold is to be obtained from tie silver ores, as most of the 
silver ores contain gold. Silver mines are to be found in nearly all parts of the Cordilleras, 
and have been worked by the Spaniards; and | can assure you that not one-third of these 
mines have been worked, or even claimed. There exist silver mines in and around 
Aramacina and Caridat, the second and third towns’on the railroad fron the Pacific coast. 
A little further on, in the district of the Indians, near Curaren, rich silver mines dre 
worked. The Indians themselves continually find gold containing silver, and bring it to 
the market, but never show their workings, and jealousy prevent any one seeing thein mines. 
You will therefore comprehend how rich such mines must be, when people without any 
knowledge, implements, or machinery, annually bring for sale, 5,000 or 8,000 mares. The 
emigration and the roilroad will bring all these mines into the hands of the people. There 
are rich silver mines yielding a good profit on the north and north-east side of Tegucigalpa; 
every year the people there find more veins. On the north-east of Comayagua are others, 
one of which the Government bas begun to work without much effect, from want of 
knowledge. Other mines of world-wide fame are in the department of Cholutaca (below 
the town of Corpus) and in the department of Jus’c’uaran or El Paraiso, 

I consider the copper mines of Honduras of much more importance than the silver mines. 
They are always on the surface of the land and go sometimes down to a depth of 100 yards, 
and yet there is not one of them really worked. When copper coin was made in Honduras. 
they took the metal where they could get it best from the surface. The surface copper ig 


often mixed with iron and tin, and it is only necessary to melt tho sulphate and oxide of ° 


copper, and coin it. Such deposits are to be found in the departments of La Victoria 
(Nacaome), Comayagua, Gracias, Tegucigalpa, Cholutaca, Jus’c’uaran; but the greatest 
attention, I think, is due to one of the largest deposits, lying very near the railroad track of 
the third section. About fifteen miles from Aramacina silver mines, but divided from them 
by a high ridge of Cordilleras, is a small town of the name of Lugaren, or Alubaren, 
Coming from the town of Nacaome (40 miles distant), there is a hill called La Questa de 
los Camerones, about 2,000 or 3,000 feet above the sea, where the road passes over a tract 
of decayed sulphate of copper. For nearly two miles, nothing can be seen but the grey- 
greenish colour of the decayed copper salt, without any more vegetation than stunted bushes 
here and there, the atmosphere being impregnated with the salt. 


The Timber.—All the north and east coast, far up the rivers running into the Atlantic, 
has a growth of the largest and finest timber. We may reckon that about 5,000 square 
miles of the territory are thickly covered by mahogany and other trees of fine timber; which 
when properly worked by different gangs, using the rivers for bringing down, and all the 
numerous inlets of the sea for loading, in four or five years may be got out to the extent at 


~ least of five millions of trees. Now: these enterprises must be, and will be, undertaken by 


private companies, which, when paynig only a royalty of eight shillings per tree, will give 
2,000,000 7. : 

Lands—Honduras contains 40,000 square miles, of which about 5,000 are in private 
hands, or town lands, The others are Tierras Vadillas, that is to say, land of which the 
Government can dispose. The common law is, that any private individual who proves 
that the lands he desires are free, may take them for cultivation or cattle grazing, at a price 
of $200 in paper bonds of the Government, which generally vary from 40 to 50 per cent. 
in coin value. One square mile contains about 49 caballerias. ‘Taking for granted that 
from the total area of Honduras, 5,000 square miles are in private hands, and 18,000 are 
not available on account of sterility—mountains, rivers, lakes, swamps—there are yet 
20,000 square miles. Granted that only 2,000 square miles or 100,000 caballerias, would 
be taken when the railway is finished by speculators; by paying for each caballeria only 
1o 7. in coin, we should have 1,000,000 J. more at the disposal of the Government. 


Yours, Ke. 
(signed) E. Bernhard. 


—S eee 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. lll 


(No. 4.) 


Central America has, within the last few years, made rapid progress, and its commerce 
and resources have been considerably developed. The difficulties and expense of bringing 
the produce to the coast have, however, in many instances checked, if not completely 
impeded, the exportation of many articles of low value. 

Mahogany, cedar, and other furniture woods are found in abundance, but only in the 
interior of the country and in the mountainous districts, and the heavy expense of bringing 
them to the ports of shipment has prevented the expansion of the trade. The present high 
ais of mahogany have lately induced merchants to turn their attention once again to 

onduras and Nicaragua, and a fair amount of export has taken place. It is, however, 
difficult to over-estimate the amount of wood which might be exported from these countries 
should an easy access be provided, and combined with moderate freight. 

The growth of sugar and coffee has largely increased, but the former article cannot bear 
the heavy freights at present ruling over the Isthmus; and the trade is, therefore, princi- 
pally cairied on by sailing vessels. The freight of these vessels is, however, also very high, 
being on an average 8/. 10s. to 31, 15s. or 42 per 20 cwt.; and the time employed in 
bringing the cargo round the Cape (an average of 5 to 53 months), the heavy marine 
insurance, the loss in weight, and the loss of interest on capital employed, may be said to 
increase the freight by very nearly 1/. per ton. This heavy freight, and the difficulty of 
finding suitable uessels, has diverted much of the trade, and large quantities of sugar find 
their way to California and the South Pacific ports. ‘These remittances would certainly 
not take place, should a more reasonable freight be offered; for without doubt the produce 
would be more easily placed on the European markets, or on that of New York, by taking 
advantage of the Honduras Inter-oceanic Railway. Many articles-are at present shipped 
to the United States. and thence re-shipped to Great Britain and the Continent ; but there 
can be no doubt that the proposed railway would afford a more economical route, and 
therefore secure the whole of this traffic. Many articles which are not at present exported 
from Central America, owing to the difficulties and high rates ruling, would no doubt be 
shipped at a profit, and so considerably increase the returns of the railway. No positive 
estimate can be formed of the amount of traffic so stimulated, but I have no hesitation in 
stating that it would be considerable within a vsry short period ; and, as an instance, I may 
say that the local traffic created by the 57 miles of rail now in working order, has been far 
beyond all anticipations; for, although the line does not as yet pass through any large 
centre, its earnings will more than cover its working expenses. ‘There seems no doubt that, 
when the whole line is opened, the local traffic of Honduras will suffice to pay all the 
working expenses of the Company; and such trade as may be brought by other countries, 
and the transit of goods and passengers, will form a good margin of profit. 


The States which would furnish the greater trafic are :— 


Honduras.—Having at present a population of 600,000 inhabitants, and an extent of 
43,000 English square miles. 

The principal products are mahogany, cedar, cotton, sugar, tobacco, coffee, and indigo. 
Its mineral weaith is great ; and, should the railway be completed, this branch of industry 
would receive a new impulse, and furnish not only employment to many emigrants, but also 
bring a fair amount of traffic along the line. 

The poorer classes of ores cannot be dealt with in the country, the process being too 
expensive, and the freights to the coast are so high that they are not exported. There is 
no doubt that what has happened in Mexico would take place in this country, and that 
large quantities of mineral stones would be brought to the coast by the railway, and shipped 
to Englend and Germany, where the metal is extracted by a more economical process. 
Mahogany has of late years been but little exported; the roads are in a wretched condition, 
and the cost of bringing the wood to the ports is so enhanced that no good result can be 
anticipated by the exporter. However, since the 57 miles of railway now completed have 
been opened to traffic, the export has been resumed; and it has been stated by the 
engineers and commissioners lately-sent out to examine the line, that the mahogany traffic 
alone would, if continued on the same scale as at present, suffice to pay the working 
expenses of the whole line. i 2h 

he production of sugar and coffee is but in its infancy in Honduras, only the lands 
lying most immediately along the coast being available, on account of the want of roads ; 
but the greater part of the country is capable of producing most excellent coffee and 
good sugar, ‘ 

Cotton is grown, but on a very small scale, owing to the same circumstances, but it is 
confidently expected that this would be one of the great sources of income to the railway. 
The cotton grown is of good quality, much resembling the “ Peruvian,” under which deno- 
mination it is sold in this country, and obtains high prices. 

As stated above, the receipts from the local traffic of Honduras are confidently expected 
to be amply sufficient to pay all the working expenses of the line. The incidental receipts 
from goods and produce brought from ‘other countries would therefore form a basis for 
the calculation of the profits which may be anticipated. 


Guatemala.—Population, 1,000,000 ; area, 15,000 square miles. Produce, coffee, sugar, 
0.64. 3qa4 cochineal, 
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Appendix, No.12. cochineal, hides, sarsaparilla, mahogany, cedar, and rose-wood. The chief exports are 
i coffee, sugar, cochineal, and hides. Wood is very little exported, owing to the difficulty of 
bringing it to the port. A railway is, however, in course of construction to bring the pro- 
duce to the port at San José (on the Pacific), and this line will bring a considerable amount 
of goods to the Honduras Railway, this being the shortest and most economical means of 
placing them in a port of the Atlantic, The production of sugar and coffee has doubled 
in Guatemala within the last 10 years; and the plantations lately made, and still in pro- 
gress, show that the increase which may be expected within the next 10 years will at least 
be as large. ” bait 

The production of sugar isalso largely increasing in qnantity, and the care now bestowed 
on this branch of agriculture has so much improved the quality, that this class of sugar is 
much sought for in these markets, It is difficult to estimate very accurately the amount 
of sugar exported from Guatemala, large remittances being made from the smaller ports, in 
sma!l craft that run along the coast, and take their cargoes to California. This trade will, 
however, be done away with as soon as the railway now in construction shall afford an easy 
access to the port of San José de Guatemala, whence the produce can be shipped per sailing 
vessels round the Cape, or cotiveyed in steamers to the Honduras Inter-oceanic Railway, 
which will convey the cargo to the Atlantic port at almost the same rate of freight as that 
paid for sailing vessels, and will thus secure a large portion of the traffic. The difficulty in 
obtaining carts and other means of transport is so great in Guatemala, that in some years 
(1871, for instance), the cane has been burned, or allowed to rot, sooner than pay the enor- 
mous expense of forwarding it to the ports. The freight by steamer, and across the Isthmus 
of Panama, is at present 5/. to 57,105. per ton, being 20 per cent. of the value of the 
sugar on our markets. 


‘ 


The exports of the sugar are not under 40,000. tons. 
~* ” coffee about . - 5 - = T5000, 1,56 


ES 3) cochineal, sarza, &c. - - - - 10,000 ,, 


65,000 tons. 


Total imports - - = ‘s A a - 15,000 ,, 
Forming together - - - = - - ~ - 80,000 ,, 
eae 


Salvador.—Population, 850,000; 7,230 square miles.. Salvador, although the smallest 
state in Central America, is certainly one of the most important, the activity and industry 
’ of the inhabitants having much developed the resources ef the country. The principal pro- 
duce is indigo (of which upwards of 500,000 Z. value is annually exported to Great Britain), 
sugar, coffee, hides, balsam (called ‘ Balsam of Peru”), tobacco, and some little cotton. 
The trade is principally carried on by means of steamers connecting with the Panama 
Railway, but partly also by sailing vessels, the more valuable articles being shipped by the 
first-named, and the others by the latter means. The freights by steamers are very 
excessive, being 207. per ton on indigo, 152. on cochineal, 8 /. per ton on coffee, and 51. to 
6/. on sugar, &. Trade is growing rapidly, and facilities of intercourse, combined with - 
more moderate freights, would, without doubt, materially assist the development of the 
atural resources of the country. 


The total exports may be estimated at— 


Indigo - - - - - - - - - 1,500 tons. 
Sugar - - - - - - - - - 20,000 ,, 
Coffee - - - - - - - - - 10,000 ,, 
Sundries - - - - - - - - 60 8,000 T"s 
Say, in round figures,-— 
Exports - - ey ih = - - 40,000 tons. 
TOUS Aa Hoss le (poco ake AML ano OR haan, 
Forming a Totalof -  - + 60,000  ,, 


Costa Rica.—Population, 200,000 inhabitants ; area, 16,250 square miles. Noiie of the 
Central American Republics have made the rapid progress accomplished by Costa Rica 
within the last 10 years. So considerably has the production of coffee increased, that 
13,000 tons were shipped to Europe in 1871, and it is estimated that no less than 20,000 
tons have been exported in 1872. . 

The production of sugar, although not increasing in the same proportion, has also been’ 
developed, and many new plantations are in course of formation, 

The trade of this country may be confidently expected to increase considerably, and it 
will, without doubt, become one of the most important in Central America. The other 
productions of the oountry are hides, iron, coal, and furniture woods; but none of these are 
extensively produced. The want of roads, and, in some cases, the difficulty of obtaining 
labour have considerably checked these branches of industry. It may, however, be stated 
that the Government has lately been able to introduce many reforms, and that the pro- 
ceeds of the loans granted to the Government have been applied to improvements of the 
ports, and opening new and good roads, all of which will tend to increase the prosperity of 

the 
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the State. The railway now in construction between San José (the capital of Costa Rica) Append 


and the port of Punta Arenas (on the Pacific coast) will also bring further trade in that 
direction, and wiil certainly be a great benefit to the Honduras Inter-oceanic Railway. 


Tons. 
The total exports of coffee may be estimated at -  - - 20,000 
Sugar and other produce — - - - - - - - 15,000 
35,000 
To which we must add for the amount of goods imported - 10,000 
Thus forming a tetal of - = - - - - - 45,000 tons. 


Nicaragua.—Population, 265,000 inhabitants; area, 57,000 square miles. 

This country is densely wooded, the most valuable trees being mahogany, rosewood, 
Nicaragua-wood, cedar, and logwood. It possesses good and extensive pastures, and 
abundance of cattle. Its principal produce is the sugar-cane, coffee, cocoa, cotton, indigo, 
and tobacco, all of which are exported. Also ipecacuanha, aloes, sarsaparilla, and many other 
drugs and medicinal herbs. 

One of the principal exports of Nicaragua is also indiarubber, which is found almost all 
along the coast, and can be shipped at little cost. 

The northern parts of the country are rich in minerals ; gold, silver, copper, and lead being 
found. ‘These mines are, however, but inefficiently worked, the principal difficulties con- 
sisting in the scarcity of labourers and the expense of transport. ‘The general trade of the 
country has much increased within the last few years, and the improvement will no doubt 
continue. It is difficult to estimate very exactly the total amount of the imports and exports 
of the country. It may, however, be stated that the trade with Europe amounts to— 
Exports, 35,000 tons; imports, 8,000 tons ; forming a total of 43,000 tons. 

Besides the trade of the countries above mentioned, the Honduras Inter-oceanic railway 
will command a large proportion of the trade now going to the west coast of Mexico by the 
Panama Railway, and even a certain trade connecting South and Central America with 
California and China, Japan and Australia. This trade is at present carried on by means of 
the Panama Railroad, but the advantages offered by the Honduras route are obvious. 

The traffic of the west coast of Mexico is certainly not large, but the trade is steadily 
increasing ; and when produce and goods can be sent to their destination—that is, from the 
ports of Manhattan, Acapulco, San Blas, Tonala, &c., to Europe, and vice versé—in the 
space of two months, or even six weeks, instead of three months, now employed by the 
steamers, or six or seven months required by sailing vessels, there seems nv doubt but that 
the trade will be much increased. 

The exports of dye-woods, &c., may be estimated at 12,000 tons to 15,000 tons, and the 
’ export of silver and silver coin, on which an ad valorem freight is paid, is about 
$ 3,000,000. 

Many mineral ores are at present not exported, owing to the expensive freight incurred ; 
but should lower rates be established, a large trade might be profitably carried on. 

It has, in the foregoing statement, been shown that the traffic of the several States of 
Central America is moderately large, and is steadily increasing year by year, as the different 
branches of industry and agriculture are developed. I should, however, be added, that the 
three railways now in course of construction in Honduras, Costa Rica, and Guatemala, 
will considerably increase the production, and consequently the exportation, of these 
countries, 

It will now be well to direct attention to the probable proportion of this traffic which will 
be secured to the Honduras Inter-oceanic Railway, and the consequent revenue derived 
thereby. 

The exports of the four republics (Honduras traffic being omitted, on the supposition that 
for the first few years no revenue will be derived from this source, which is said to be suffi- 
cient only to pay the working expenses of the line) have been said to be— 


Exports. Imports. 
Guatemala - - . - 65,000 tons - - - 15,000 tons. 
Salvador - - - - - 40,000 , - - - 20,000 _,, 
Costa Rica - - - - 35,000 , - - - 10,000 ,, 
Nicaragua - - - ="*35,000 *,, ‘“- Sant 8,000, 

PEP GOUT Las r=, jolnaes 0 (88,000: 55 


Thus forming a total of 238,000 tons, which have to be dealt with. 

It has been seen that part of this tonnage is conveyed by sailing vessels, and a part by 
steamers in connection with the Panama Railroad Company. It is natural to suppose that 
those articles of low value which cannot at present bear the heavy freights paid for this latter 
means of conveyance, will still be exported by sailing craft; but it is also certain that 
the whole of the traffic now carried on by steamers will make use of the Honduras Railway, 
this line affording not the only advantage of economy, but also less risk and more rapid 
voyages. Itis also probable that the pouurucn ot freight will induce many shippers to i 
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by this route much produce which at present is shipped by sailing vessels, especially when 
time is an object; and it may alo be stated with certainty that a/l importations of the four 
Republics will cross the railway which affords the shortest, and therefore most suitable, route 
for the valuable cargoes of manufactured goods sent to these countries. Only the rough 
goods (hardware, iron, and such like) will continue to be received by means of sailing vessels ; 
at least it is not expected that this change can be effected for some years. 


Looking at the figures we have to deal with, and the nature of the mer- ay 

chandise which forms them, it cav be confidently stated that one half of 

the outward traffic will pass over the line, and certainly three-quarters of 

the importations of the four Republics. Let it, however, be supposed 

that the Inter-oceanic Railway only secures one-half of the natural 

traffic, some 120,000 tons would be carried over the line, and produce a 

fair revenue. Let it again be supposed that, to induce the shipment of 

articles of small value and large bulk, a very low freight is charged, 

and that the 119,0000 tons (the Aalf of the entire 238,000 tons) carried 

over the 200 miles of railway, only produced on an average a freight of 

30s. per ton (a miserably low figure as compared with the Panama 

Railway, which charges 83 s..6 d. per ton on the local traffic, and an 

average of 42s. per ton on transit goods running across the Isthmus, 

which is only 42 miles in length), the revenue would amount to “ 178,000 
Another most valuable source of reventie would be the passenger traffic, 

which in a very short time must become considerable. The population 

of the five States may be calculated in round figures at 3,000,000, and 

supposing that only 2 } per cent. of the population travelled by the line 

both: ways (an excessively small estimate as compared with other 

countries), and that for the whole length of over 200 miles, the returns 

only showed an average rate of 22. per head per journey (the charge 

on the Panama Railroad being 5/. for the 42 miles), this moderate 

estimate would give 150,000 travellers, and produce - - - - 300,000 
To this must be added an average of 25,000 foreigners, who {would 

annually avail themselves of the line, and thus produce (for both 

Jourinsysie” M-yrias Tae Ie NS BEE at ead a tn Pmt 100,000 


Showing a total revenue of - - - &. 578,000 


It will be seen that, in the above estimate, only such portions of the natural traffic as will 
positively pass over the line have been taken into consideration. It is certain that a large pro- 
portion of the 15,000 tons exported from the southern ports of the west coast of Mexico would 
be brought across Honduras, as also the greater portion of the importations of the same 
coast, where some 9,000 tons of fine manufactured goods are received. Other channels 
would alse bring a certain amount of goods and produce, and there can be no'doubt that 
the fact of the completion of the Inter-oceanic Railway would itself greatly increase the 
present traffic. 

Although the same brilliant success cannot be anticipated, it may be stated that the most 
important lines of railways now existing in the United States were constructed in deserted 
regions; and there is no reason to believe that the same means and causes would not like- 
wise attract immigration into Honduras, that the vicinity of the railway track would become 
populated, that the lands lying on either side of the line would be cultivated, and that large 
centres would be formed before long. Of this increase of traffic no estimate can be formed, 
but experience would lead to the belief that the present prospects of revenue would very 
shortly be doubled. 

(signed) G. B. K. 


(No. IV.) 


Appendix TO THE MEMORANDUM oF AssocIATION oF THE HONDURAS INTER- 
OceaNsc Ratuway Company LiMITED.* 


Issue of Share Capital for Conversion. 


The Honduras Inter-oceanic Railway Company, Limited. 


Incorporated under The Companies Acts, 1862 & 1867. 


= 


Issue for Conversion. 


The share capital of the Company amounts to the sum of 5,347,720 1., to be represented 
by the conversion of the bonds held in the existing Honduras Loans. ‘is 
en 


* See page 96. 
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: om 
29,638 ‘‘ A.” Shares of 100 Z. each - - - - - 2,963,800 
8,970 “C.”,, 2OR! Oe - » - - 179,400 
To be exchanged for the outstanding bonds of the 1867 and 1870 loans. 
177,135 “ B.” shares of 12/. each - - - - - 2,125,620 
To be exchanged for the honds of 1869 loan French issue. 
789 “ A.” shares of 100 J. each - - - 78,900 


To be exchanged for the outstanding bonds of the Federal Debt. 


Trustees. 


Sampson Copestake, Esq. (Messrs. Copestake, Moore, Crampton, & Co.) 
Alderman Sir Thomas White, Ex-Sheriff of London and Middlesex. 
(With power to add to their number.) 


Directors (pro tem.). 


The Committee of Honduras Bondholders. . 
Specially reappointed for the purpose. 


Bankers. 
Messrs. Glyn, Mills, Currie, & Co., 67 Lombard-street, E.C. 


Auditors. 


Messrs. Deloittee, Dever, Griffitis, & Co., 4, Lothbury, London. 
Messrs. James & F. Ford, 76 and 77, Cheapside. 


Joint Solicitors. 


John Tucker, Esq., 28 St. Swithin’s Lane, London, E.C. 
Augustus Beddall, Esq., Baltic Chambers, 108, Bishopsgate-street, E.C. 


Chief Engineers. 


Charles Seymour, Esq., M. Inst. C.E. (New York), Chief Engineer of the Maidsonville 
and Bowling Green Railway, the Henderson Nashville Railroad, the Edgefield and Kentucky 
Railroad, &c. &c., and formerly chief of staff on the Atlantic and Great Western 


~ Railroad. 


Secretary. 
C. F. Denny, Esq. 


Offices. 


In London, 4, Westminster Chambers, Victoria-street, S.W, 
In Paris, 2, Rue Drouot. 


PROSPECTUS. 


This Company has been formed for the following purposes :— 


1. The acquisition from the Government of Honduras of the Inter-oceanic Railway, and 


all its rights, privileges, and interests therein. 
2. The acquisition and working of the important concessions hereinafter mentioned, 
3. The construction, completion, equipment, and working of the railway. 


GovERNMENT ConcgssIONs. 


The Government of Honduras has granted to this Company the following concessions, 


which have been confirmed by the existing legislative powers of the State, and take effect 
im mediately :— ‘ . 


A. Such portion of the line as is alread 
construction, together with all stations, 
furniture, and equipment. 

B.-——The Jand- necessary for the line between the Atlantic and Pacific oceans, with 
wharves, quays, Jetties, landing and navigation rights, &e, ; 

C.—The right to import, free from all taxation and import duties, all materials, roll- 


y completed, in operation, or in course of 
houses, buildings, rolling stock, materials, 
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ing stock, machinery, stores, and everything required for the making, equipping, work-- 


ing and maintaining the railway. 
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D.—The right to construct, maintain, equip, and work the railway, and levy and 
take the tolls, rates and profits of it. ; 

E.—AlIl the State lands within a tract of country ten miles wide, on the course of 
the railway, de. five miles on each side thereof. This grant is to take effect im- 
mediately, as to the first section now in operation, and as to the two remaining sections 
as the line is formed. 

F.—A concession for 99 years of all the antimony, copper, iron, silver, and other 
mines, including coal and marble, belonging to the State, subject only to the payment 
of a royalty of ten per cent. on the net p.ofits, after payment of a dividend of ten per 
cent. on the capital. 


The above concessions are accorded by the Honduras Government, in consideration of the 
present company protecting the interests of the bondholders of the existing loans on the 
basis hereinafter proposed. 

The agreement between the Honduras Government and the company contain, among 
others, the following important provision: Provided always that, in addition to the privileges 
of the neutral character of the railway as already secured by International Treaties, none of 
the officers, servants, or workmen of the company, whether born in Honduras or elsewhere, 
shall at any time whilst in the service of the company be liable to military service, and 
that no person occupying or being in or upon any of the lands ceded so to the company, 
either for the purposes of the railway, or under the lands agreement, who is not by 
birth liable to military service under the laws of Honduras, shall be liable to such service. 

The Government reserves the right to repurchase the railway at the expiration of 50 years, 
at a price equal to the company’s nominal share capital and debenture debt, with a bonus 
addition of 20 per cent. 


6 


CoNVERSION OF Bonps OF THE ExisTinNa LOANS. 


The bondholders of the above loans, upon surrender of their bonds, will receive in 
exchange— 


Ect aay: 
For every bond of 100 2. of the 1867 or 1870 loans contracted in London 
(including unpaid coupons) and of the Federal debt, a share of - 100 -— - 
Every bond of 202 of the like loan, a share of | - - - - - 20 - = 
For every bond of 122. in the French Loan of 1869 (with all unpaid ; 
coupons) a share of - - - - - - - - - 12 - - 


The shares issued in exchange for bonds will bear two per cent interest during construc- 
tion on the amount represented by them. 
The first coupons will be payable ist January, 1885. 


Tue RAILWAY. 
The line consists of three sections. 


1. From Puerto Cabullos to La Pimienta, 57 miles. 
2. From La Pimienta to Comayagua, 85 miles. 
3. Fron: Comayagua to the Bay of Fonseca, 92 miles. 


Fifty-seven miles of the railway, from Puerto Caballos to the Rio Venta, have been 
made and worked at a profit. One firm alone in 1872, according to the report of Mr. 
Brooks, paid for timber-freight, the sum of 3,283 1. f : 

A great deal of costly preliminary work has been done on sections 2 and 3, which will 
facilitate their rapid construction. 

Mr. Brooks, M. Inst. C. E. (for many years chief engineer to the Commissioners of the 
the River Tyne), and Mr. Alberga, A.I.E., have carefully inspected the line already made, 
and the sections under construction ; and certify that the first section is well built and in 
good order, and that the local traffic is steadily increasing and already worked at a profit. 

The report of Messrs Brooks and Alberga has been, in all its essentiai details, fully con- 
firmed by Major General Gorse, in conjunction with General Wright, who was sent out 
especially by the committee of bondholders, under the authority given them by the meeting 
of January last. 

To provide for the complption and equipment of the line, the directors have determined 
to issue first mortgage bonds amounting to two millions sterling, bearing interest at 10 

er cent. . 
A Messrs. R. G. Huston & Co., of Poplar Plains, Kentucky, U.S., who arean English firm 
of railway contractors of responsibility and eminence (having carried out important contracts 
on the Ohio and Mississippi, the Cincimnati, Hamilton, and Drayton, and other railways 
and public works in the United States), have contracted for 9,000. per mile, to construct 
and complete, within three years from the present time, the unfinished sections’ of the rail- 
way; one-fourth in. cash, and three-fourths in first mortgage bonds of the company, or, at 
the option of the company, the whole to be payable in cash.. And in consideration of the 
assignment to them of all railway plant and material now on the line, they will guarantee 
two per cent. interest to the shareholders during construction. i 

Consideting the revenue to be derived from the freight of mahogany and other woods, 
from the sale or lease of the adjacent lands and building sites in the vicinity of town and 

stations, 
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stations, as well as the profits arising from granting licenses to work, and from working 
the mines, there is every reasonable prospect of early and increasing additions to the com- 
pany’s resources. ‘ee 3 
For the greater security of the shareholders, a deed of trust has been executed, under 
which the trustees, pending the completion of the line, will retain the absolute custody of 
Kes aad of the existing loans, and thus preserve intact all the hypothecations appertaining 
The directors, believing the bendholders to be fully informed of the various advantages 
of the undertaking in which their money is embarked, abstain from dilating upon its special 
features, or the superiority of this over competitive lines; merely observing that while this 
railway, with a large and profitable way traffic, will only cost 9,000 l, per mile, the Panama 
railway, with its difficult access for shipping, a link between the Atlantic and Pacific oceans 
has cost upwards of 40,0000. per mile, and yet, although enjoying no income from way- 
traffic, ofter paying 7. per cent. upon a large debenture debt, returned 103 Z, per cent. in 
the year 1872 to its shareholders. ; 


The steaming distances from Liverpool to San Francisco, touching at Jamaica, are, b 
way of Panama, 7,980 miles; Nicaragua, 7,720 mules; Tehuantepec, 7,740 Lae aed 
duras, 7,320 miles. fais 

The distance between New York and San Francisco, by Panama, is 5,224 miles; by 
Nicaragua, 4,700 miles; by Tehuantepec, 4,200 miles; by Honduras, 4,121 miles ; a gavin 
by way of Honduras as compared with. Panama, the only line on which a railway is already 
constructed, of 1,103. 

The difference in actual distance, coupled with the superiority of ports, the facilities of 
embarkation and disembarkation, and the connection with the American coast lines, will 
effect a saving in time, as compared with the Panama route, of not less than five days 
between the Atlantic and Pacific ports of the United States. 


Admiral FitzRoy, well known as one of the most eminent among British explorers of the 
Pacific coast of the American continent, thus writes in his report to the Earl of Clarendon 
then Prime Minister of England :—“ The climate, productions, and population of Honawiys 
are more in favour of a railway from sea to sea than those of any part of the great [sthmus 
whatever.” a 

Copies of the conventions between the Honduras Government, Great Britain, France 
and the United States, and of all documents and instruments ap pertaining to the above con- 
version, fncluding powers from the Provisional President of Honduras to his Exceilency 
Don Carlos Gutierrez and Dr. Bernhard, and the ratifications of the ugreements entered 
into by them with the Company, together with the engineer’s and commiittee’s reports and 
other documents, and likewise the memorandum and articles of association, may be inspected 
-at the offices of the company, where the prospectuses and fornis of application for conver- 
-sion can be obtained. 


The treaty between Honduras and Great Britain declares that— 


«In order to secure the construction or permanence of the route or road herein 
contemplated, and also to secure, for the benefit of mankind, the uninterrupted advan- 
tages of such communications from sea to sea, Her Britannic Majesty recognises the 
rights of sovereignty and property of Honduras in and over the line of the said road, 
and for the same reason guarantees positively and eflicaciously the entire neutrality of 
the same. And when the proposed road shall have been completed, Her Britannic 
Majesty equally engages, in conjunction with the Republic of Honduras, to protect 


the same from interruption, seizure, or unjust confiscation, from whatsoever quarter the 
attempt may proceed.” 
Treaties signed by the Honduras Government with France and the United States con- 
‘tain similar provisions. 
The only agreements which have been entered into by or on behalf of the Company are 
the following, viz. :— 
An agreement, dated the 12th day of July 1873, and made between his Excellency Don 
Carlos Gutierrez and Dr. Don Charles Ernest Bernhard, for and on behalf of the Govern- 
ment of the said Republic of the one part, and the Company of the other part. 


An agreement of the same date between the same parties. ; 
A supplemental agreement dated the 1st of December 1873, between the said Dr. Bern- 


hard of the one part, and the Company of the other part. 
An agreement dated the 23rd day of December 1873, between the Honduras Inter- 


oceanic Railway Company, Limited, of the one part, and Messrs. R. G. Huston & Co., of 


the other part. 
An agreement dated the 23rd day of December 1873, between the Company, of the one 


part, and the trustees of the Company, of the other part. 
An agreement of the same date and between the same parties. 
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(No. V.) 
Sure Ratnway Across CENTRAL AMERICA.* 


In order that a ship railway joining the Atlantic and Pacific Oceans should prove of any 
real service, it would be necessary that it should be capable of accommodating vessels of 
at least 1,200 tons burthen, and that it should be so constructed that, if necessary, it could 
be modified so as to take larger ships. 


A vessel carrying 1,200 tuns would weigh about 800 tons, and would not exceed 200 
feet in length. r 

We have therefore to provide a railway capable of carrying a vessel 200 feet long, and 
weighing, with ils cargo, 2,000 tons. : 

The carriage on which such a ship weuld be placed should be supported upon a very 
large number of wheels, to prevent the weight on each being greater than could be dealt 
with, and for the present we may assume 240 as being about the necessary number. 

The number of rails which it would be most economical to adopt would be about six, 
and that number is taken as the basis of calculation, 

The number of wheels on each of the six rails would be 40, and it becomes necessary to 
consider how these wheels can be taken round curves. 


“CURVE RADWS 2000-7. 


eenaiRta laieumneeneetenie eee Tee 


In the case of a curve of 2,000 feet radius, the versed sine of an arc whose chord is 200 
feet, is 2 feet 6 inches; and it therefore follows that the middle wheels, which must be in 
line with the end wheels on a straight line, must be 2 feet 6 inches out of line in passing 
round a curve of 2,000 feet radius. ) 

It is quite possible to arrange that the wheels should have a lateral motion equal to this, 
and also that the axles should be radial or nearly radial to the track ; but as the play men- 
tioned is probably as much as could safely be given, it follows that curves of 2,000 feet 
radius are the sharpest that can be adopted. 

The carriage would probably work most easily if the 240 wheels were placed on 60 bogies, 
those at the ends being fastened to the carriage in the usual manner by bogie pins, and 
those at other parts of the carriage being fastened by links so as to admit of there being a 
lateral motion. 

Such a carriage could be easily constructed, and would weigh about 600 or 700 tons, and 
probably cost about 20,000 1. 

Seeing that the total load of carriage, ship, and cargo would be about 2,700 tons, and 
that the number of wheels is 240, it follows that the load upon each wheel will be between 
11 and 12 tons on the average; butas it will be impossible to distribute the load equally 
among so many wheels, it will be necessary to be prepared for a, somewhat greater weight. 

The rails of a sufficient strength would therefore weigh not less than 120 Ibs. per yard, 
and tke best arrangement would be to lay the six rails each five feet apart, making a total 
width of 25 feet. 

The best foundation for this road would probably be wooden cross sleepers 30 feet long, 
especially at first, and until the banks become quite solid, when, if the timber was found to 
decay rapidly, it might be replaced with iron; but this need not be done for many years, 
by which-time some definite idea may be formed of the nature and amount of the traffic, 
and of the points of detail which might be altered with advantage. 

‘The power requisite to pull this carriage and load on a level line would be about 27,000 
pounds ; and on a gradient of 1 in 200, 57,240,; and ona gradient of 1 in 100, 87,480 
pounds. 

To perform this work with ordinary locomotives would require from four to ten loco- 
motives, according to the state of the rails, whether damp or otherwise. 

As the speed need not be great, it would appear better to adopt some means by which the 
locomotives should be independent of the state of the weather. This can be done by laying 
a rack along the railway, each locomotive having two toothed wheels which should work in 
the teeth of the rack; and by working these through gearing, as is done in traction engines 
and in some contractors’ locomotives, it is possible to increase the tractive power of the 
engine by diminishing the speed. , 

For the purpose of raising the ship out of the water and placing it on the carriage, a 
hydraulic lift could be made use of, similar to those used for floating graving docks. By 
this system a ship is raised bodily out of water and floated away on a pontoon for repairs ; 
and for the purposes of this railway, a ship could likewise be lifted and placed on a carriage 
for transport. ‘The details of the process would be varied, but the principle would be pre- 
cisely the same, and seems superior for this purpose to any description of inclined road like 
a patent slip. , 

If these methods be adopted, there can be no difficulty in constructing or working a ship 
railway, provided the means at the engineer’s disposal be unlimited; and it only remains 
to estimate the cost of such a line, and to consider whether the traffic would be likely to 
give a proper return on the capital. a 

0 


* See page 74. 
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The rack is composed of two large angle irons, with pins for teeth, 
so that there ts no possibility of tts being stopped up by dirt. 
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To estimate the cost of earthwork and bridges without a section, is impossible, and a 
section of an ordinary railway with curves of 330 feet radius gives very little idea of what 
the section would be if curves of 2,000 feet radius were used. The estimate of this part 
of the scheme must therefore be taken as a good guess, probably not’ very far wrong, but 
possibly somewhat wide of the truth. 

In constructing such a line, high banks should not be used, as they are liable to 
settlement, and it will therefore be necessary to allow a larger proportion than usual for 
cuttings. 

Tunnels are, of course, out of the question, and this again will occasiou an additional 
amount of cutting and increased expense. 

Under all circumstances, it would not be safe to estimate less than 400,000 cubic yards 
of cutting per mile. 

The cost of one mile of permanent way, constructed according to the sketches on the 


following page, would be: 


| =: 
Rails - - - - - - tons 566 at12/. 6,792 
Fishes - - - - - Sn DON gM@igs Wad 616 
Fastenings - - - - aM ty 5) SO fp 20 700 
Rack, average - - - - =) Gy) 9900) j0 24, 7,200 
Sleepers - - - - - Nos. 1,760 ,, 90s. 7,920 
Ballast - - - - - Cy. 53,000 ,, 3s. 7,950 
Rail-laying - - - Ly. 1,760 ,, 10s. 880 
£. | 32,058 

£. 
The allowance for bridges may be taken at per mile - - 10,000 

The cost of one mile of earthwork would be, cubic yards, 

Pm me te ety et hye 50,000 


These figures, which may be taken as something near the mark, give the means of calcu- 
lating the cost of a line 230 miles in length, which would be the length of a line across 
Honduras. 


The Estimate would be as follows: 


£. i. 

230 miles earthworth - - - - - at 50,000 = 11,500,000 
230 ~,, bridges - ~ a - 4» 103000 == 2,300,000 

5 ,, passing places - - “ - 5, 50,000 — 250,000 
235 ,, permanent way) - - - - >> 32,000 — 7,520,000 
100 Carriages - - - - - = 55) 20,000 2,000,000 
400 Locomotives - - - - - - » 3,000 = 1,400,000 
Docks and hydraulic lifts - i Le - - - - 430,000 
Workshops, &c. - - = : 2 2 3 ° > 400,000 


Toran - - &£. 25,800,000 
ASE 
To this must be added the cost of engineering, management, interest on capital during 
construction, &c., making a total capital of, say, 30,000,0002., which cannot be considered, 
after all, an extraordinary amount, when the enormous advantages which will accrue to the 
commercial world from the opening of a ship railway across Central America are borne in 
mind. 
According to Official Reports presented to both Houses of Parliament by Her Majesty’s 
Government, the total tonnage cleared on shipment round Cape Horn is as follows: 


To and from Great Britain = ~ - - - 16 millions of tons. 
4 other European Countries - - = 10 3 
iN Central America - eth. ~vile sar @ & 
i United States of America - - - 20 re 


54 millions of tons. 


ee 


Now, supposing that less than one-half of the said tonnage, viz., 25 millions, passes over 


the intended ship railway across Honduras, and a sum of four dollars, or 165, only is 
charged per ton, leaving, after deducting 50 per cent. for working expenses, two dollars or 8 s. 
net per ton, the ship railway would pay a net sum of ten millions sterling per annum, which 
wonld be more than three times the amount required to pay 10 per cent. interest upon the 
outlay of 30 millions sterling. 
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Appendix, No,12, It is therefore evident that a ship. railway across Honduras would be a profitable enter-. 
prise for the Government as well as a great boon for the commercir! interest of the world. 


(signed) James Brunlees. 
5, Victoria-street, Westminster, 8 May 1871. 
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Sure Rartway across CENTRAL AMERICA. 


To His Excellency Don Carlos Gutierrez, Honduras Minister in London. 


Excellency, - . 

In order that a ship railway joining the Atlantic and Pacific oceans should prove of 
service, it is necessary that it should be capable of accommodeting vessels of 1,200 tons 4 
burthen, and so constructed that, if necessary, it could be modified so as to take larger 
ships. 
A vessel carrying 1,200 tons would weigh about 800 tons, and would not exceed 200 feet 
in length. \ 


The railway, therefore, will have to be capable of carrying a vessel 200 feet long, and 
weighing with its cargo 2,000 tons. 

The carriage to be constructed on which the ship will be placed must be supported upon a 
very large number of wheels, to prevent the weight on each being greater than could be dealt 
with, and 240 is therefore found to be the requisite number. 

The number of rails which it would be most economical to adopt would be six. 

The number of wheels on each of the six rails will be 40, and it becomes necessary to 
explain how these wheels can be taken round curves. ) 


CURVE RADIUS 2000 Fr 


In the case of a curve of 2,000 feet radins, the versed sine of an are whose chord is 200 
feet, is 2 feet 6 inches; and it therefore follows that the middle wheels would be 2 feet 
6 inches out of line in passing round a curve of that radius. 

The wheels will be so arranged 2s to have a lateral motion equal to this, and the axles will 
be radial or nearly radial to the track; but as the play mentioned is as mnch as could be 
given, it follows that curves of 2,000 feet radius are the sharpest that can be adopted. 

The carriage will work most easily by the 240 wheels being on sixty bogies, those at the 
ends being fastened to the carriage in the usual manner by bogie pins, and those at other 
parts of the carriage being fastened by links, so as to admit of there being a lateral 
motion. 

Such a carriage can be constructed, and willweigh about 600 or 700 tons, and cost about 
20,000 U. 

Seeing that the total load sf carriage, ship, and cargo, would be about 2,700 tons, and the 
nnmber of wheels is 240, it follows that the load upon each wheel will average between 11 
and 12 tons; but as it is impossible to distribute the load equally over so many wheels, it is 
necessary to be prepared for a somewhat greater weight. 

The rails of a sufficient strength would therefore weigh not less than 120 Ibs. per yard, an‘ 
the six rails will be laid each 5 feet apart, making a total width of 25 feet. 

The best foundation for this road will be wooden cross sleepers 30 feet long, especially at 
first, and until the banks become quite solid, and the timber when decayed might be replaced 
with iron, but this need not be done for many years. 

The power requisite to pull this carriage and load on a level line will be about 27,000 
pounds, and on a gradient of 1 in 200, 57,240, and on a gradient of 1 in 100, 87,480. 
pounds, 

To perform this work would require from four to ten locomotives, according to the state of 
the rails, whether damp or otherwise. : 

As the speed will not require to be great, means will be adopted by which the locomotives | 
should be almost independent of the state of the weather. This will be done by laying & . 
rack along the railway, aech locomotive having two toothed wheels which should work in : 
the teeth of the rack; and by working these through gearing, as is done in traction 
engines, the tractive power of the engine will be increased by diminishing the speed. 

For the purpose of raising the ship out of the water and placing it on the carriage, Clark’s 
hydraulic lift will be made use of, similar to those used for floating graving docks. By 
this system a ship is raised bodily out of water and fluated away on a pontoon for repairs ; 
and for the purposes of this railway, a ship will likewise be lifted and placed on a carriage 
for transport. The details of the process would be varied, but the principle would be pre- 
cisely the same, and seems superior for this purpose to any description of inclined road like 
a patent slip. ey 

By the adoption of these methods, there can be no difficulty in constructing and working 
the ship railway, and it is only necessary to consider whether the traflic would be likely to 
give a proper return on the capital. rf 

In constructing such a line high banks cannot be used, as they are liable to settlement, 
and it will therefore be necessary to make a larger proportion than usual of cutungs. 

According 
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According to official reports presented to both Houses of Parliament by Her Majesty’s Appendix, No. 1%. 
Government and other statistics, the total tonnage cleared annually for shipment round “ee 
Cape Horn, is as follows :— : 


To and from Great Britain - - - - - 16 millions of tons. 
other European countries - - = 10K", ef 
A Central America - | - - - Eek. ee + 
a United States of America - - = 2 Olam. Ps 
ToTaAL - - - 54 ,, A 


Now, estimating that less than one-half of the said tonnage, viz., 25 millions, passes over 
the intended ship railway across Honduras, and a sum of four dollars or 16 s. only is charged | 
per ton, leaving, after deducting 50 per cent. for working expenses, two dollars or 8 s, net 
per ton, the Ship Railway would pay a net sum of 10,000 sterling per annum. 

It is therefore evident that a ship railway across Honduras would be a profitable enter 
prise for the Government as well as a great boon for the commercial interest of the world. 


James Brunlees. 
5, Victoria-street, Westminster, 21 March 1872. 


To His Excellency Don Carlos Gutierrez, Honduras Minister in London. 


Excellency, 

I concur with Mr. Bruulees in the opinion that, under the conditions assigned by him in 
reference to curves, gradients, and security of road-bed from settlement, a ship railway can 
be constructed and efficiently worked across the Isthmus in Honduras, so as to connect the 
oceans east and west. 

I see no difficulty in carrying out adequate mechanical arrangements, such as are described 
in outline by Mr. Brunlees, whether for lifting ships out of the water by hydraulic lifts, for 
placing them into trucks for transport, for conveying them along the line of railway, and 
for afterwards lowering them again into the water. 

The precise constructive details can, I suppose, only be settled definitely after the survey 
of the line and of the ports has been completed. 

(signed ) Edward Woods. 

3, Storey’s Gate, Westminster, 3 April 1872. 
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Saeed 


PAPERS handed in by Mr. Hyde Clarke. 


} 
* 


PrintED CrrcuLar. 


( Private.) 


Sir, Paris, 12 December 1872. 

Ir is with great pleasure I now inform you that final arrangements have been concluded 
by which I believe that the Government of Honduras will be enabled to meet all its 
liabilities, and to bring the Inter-oceanic Railway to a speedy and successful completion. 

It has been my most anxious desire to justify the confidence reposed in me by the bond- 
holders. 

Ihave given unremitting attention to their interests, and congratulate them on the 
present hopeful condition of affairs. At the same time I may mention, that the financial 
arrangements now made will not in any way affect their vested rights, excepting beneficially. 

The details of this arrangement will be made public in a few days. 5 


Iam, &e. 
(signed ) Bedford Pim, Capt. B.N., 
Special Commissioner of Hoduras. 


PROSPECTUS. 
AGENCE FINANCIERE DU GOUVERNEMENT DE HonpbuRas. 


Emisston de 5,000,000 de francs (ou £. 200,000) de Rente 10 0/0 Remboursable au 
Pair en 17 ans, a partir de 1874, Divisée en Titres de 20, 100, 500, 1,000, 2,500, 
5,000, 10,000 francs de Rente. 


Prix d Emission: 


en souscrivant - - 10 francs 
Ala répartition - = 00 hae 
Ot ae 10 francs le 15 Février 1873 -. 15° ,, "“<7O franca: 
» pay le 15 Avril 1873 - - 15 -4, 


1 
bo 
o 


le 15 Juin 1873 - 


yy 


avec faculté de payer la totalité au moment de la souscription, sous escompte de 6 0/0, 
soit une bonification de 1 franc, ce qui réduit le prix net a 69 francs. 
La faculté d’escompte pourra étre retirée aprés la cléture de la souscription. 


Garanties : 
A.—Les revenus généraux disponibles de 1’Etat. 


B.—Une affectation spéciale de terrains situés le long du chemin de fer inter-océanique 
en construction, dont la premiére section est déja en exploitation. 

Les terrains qui seront enregistrés aux noms des fidéicommissaires 4 Londres, nommés 
spécialement par le Gouvernement, seront aliéaés par ceux-ci, par emphythéose de 99 ans, 
pour rembourser s’il y a lieu, méme par anticipation, les Titres du présent Emprunt. 

Le Gouvernement de Honduras s’oblige, pour favoriser l’immigration, 4 ne pas augmenter - 
le prix des terrains au dela de 50 piastres (250 francs) la manzana (3/4 d’hectares), ce qui 
est leur prix courant minimum. Laffectation actuelle étant de 2 hectares par chaque 10 
francs de rente, la garantie est absolue. ~ Sy; 

Les garanties ci-dessus sont spécialement exprimées dans le “General Bond ” déposé 
par le Governement de Honduras, a la Banque d’Angleterre. 
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Les produits du présent Emprunt, aprés avoir pourvu 4 la prompte terminaison du Appendix, No. 13. 
Chemin de fer, 4 des achats de matériel et de machines, et 4 des Travaux publics, seront ee 
appliqués aux services financiers extérieurs du Gouvernement de Honduras. ' 


Produits.—Amortissement. 


| Les intéréts seront payés semestriellement 4 Paris, 4 Londres, a Anvers, a Genéve, etc. 

Le premier coupon sera payé le 1° Juillet 1873, 

L’amortissement aura lieu en 17 ans, par tirages semestriels et annuités égales. Le 
premier tirage se fera le 1° Janvier 1874. 

A mesure des aliénations de terrains pas les Commissaires, des remboursements plus 
considérables seront faits par anticipation. 

La cote ala Bourse de Paris sera demandée aussit6t l’émission terminée. 


Conformément A la loi du 25 Mai 1872, déclaration de la présente émission a été faite le 
11 courant, au bureau de l’enregistrement et du timbre de la Seine, sous le N° 790 dis du 
registre du visa pour timbre des titres de rentes et autres effets publics des Gouvernements 
étrangers, En conséquence, les Titres émis en France seront délivrés munis du timbre 
frangais. 

(signé ) Bedford Pim, 

Paris, le 15 Décembre 1872. Commissaire Spécial du Gouvernement 

de Honduras. 


La Souscription sera Ouverte: Les Jeudi 26, Vendredi 27, Samedi 28, Dimanche 29 
Décembre, de 9 h. du matin 4 5 h. du soir (les Souscriptions des départements: seront 
encore recues le Lundi 30), & Agence financiére du Gouvernement de Honduras, 42, rue 
de la Chaussée-d’Antin, 4 Paris, et chez les Banquiers de province qui seront désignés par 
les journaux locaux. 

Des Subscriptions seront ouvertes en Angleterre et en Italie. 


N.B.—Les Souscriptions par lettres chargées devront étre adressées 4: Monsieur 
' P Agent Financier du Gouvernement de Honduras, 42, rue de la Chaussée-d’ Antin, a Paris. 

Les versements peuvent s’opérer en espéces, billets de banque, mandats. 

On recevra également tous coupons de titres échéant en Janvier. 
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Appendix, No. 14. 


PAPERS handed in by the Charman. 


Au trés-honorable Monsieur Robert Lowe, Président de la Commission d’Enquéte des 
Emprunts Etrangers, Londres. 


Monsieur, Paris, le 7 Avril 1875. 

Axzsxnt de Paris depuis plus d’un mois et ‘de retour depuis avant hier seulement, je n’ai 
pu répondre plus-tét aux attaques de Mr. Bedford Pim qui se trouvent rapportées dans les 
journaux le “ Times” et le “ Daily News ” du 23 Mars dernier. 

Quoiqu’ennemi de polémique, je ne puis passer sous silence les allégations mensongéres 
et calomnieuses au premier chef de Mr. Bedford Pim, qui ne peut pas me pardonner d’avoir 
fait mon devoir en empéchant d’emettre un emprunt de 2,000,000 Z. a Paris, le 26 Décembre 
1872, sous le faux titre de Commissaire Spécial de Honduras; je dis faux titre, parcequ’il 
n’a jamais été nommé par le gouvernement; de plus, les garanties qu'il offrait étaient 
illusoires et sans valeur, attendu que les domaines et foréts, ainsi que tous autres revenus 
de l’Etat, étaient déja hypothéqués pour répondre des deux premiers emprunts Anglais et 
Frangais, soit pour 3,000,000 2. 

Mr. B. Pim déclare que si j’ai empéché l’emprunt, c’est parcequ’il n’a pas voulu 
consentir 4 me donner 40,000 /., 4 moi, et 16,000 Z. au Consul Général, somme que nous lui 
avions fait demander, dit-il, par l’entremise de MM. Dreyfus Fréres, banquiers ; et il ajoute 
que s'il n’a pas consenti A donner cette somme, c’est parceque pareille chose ne se trouve 
pas dans les habitudes des marins anglais; je demanderai a Mr. Pim, si le but quil 
poursuivait, de soutirer 4 l’épargne francaise, sans y étre autorisé légalement, les 
2,000,000 /., se trouve, selon lui, dans les habitudes d’un marin anglais? Je laisse a la 
Commission le soin de se prononcer a cet égard.. 

La maison Dreyfus Fréres citée par Mr. Pim, dans le but sans doute de donner a sa 
déclaration une lueur de véracité plus accentuée, ne m’est pvint connue; je le mets au défi 
de me prouver que.j’ai jamais eu des rapports directs ou indirects avec elle. 

Quant a l’avoir dénoncé 4 la justice frangaise pour le faire émprisonner, il n’y a pas 
un mot de vrai; mais il convenait 4 Mr. Pim de se présenter devant ses compatriotes 
comme un martyr; encouragé par les marques de sympathie qu'il obtint 4 London Tavern, 
le 10 Janvier 1873, en surexcitant ses auditeurs complaisants contre moi; il a cru pouvoir 
continuer impunément son réle de calomniateur envers des agents qui ont fait strictement 
et honorablement Jeur devoir, et servir d’instrument salarié 4 ceux qui ont ruiné une ceuvre 
internationale appelée a rendre d’immenses services au commerce universe! ; tel est le réle 
joué par Mr. Pim. 

Pour les 70,000 livres sterlings que Mr. Pim dit avoir payées pour des dividendes 
arriérés de Yemprunt frangais avec les fonds provenant de |’emprunt Anglais 1870, cela 
n’est pas possible, attendu que les dividendes de l’emprunt frangais ont toujours été payés 
réguliérement avec l’urgent provenant de l’emprunt de Paris; en voici la preuve :— 


Dans le mois de Juillet 1870, MM. Bischoffsheim et Cie. ont regu en Frances. 
obligations et en argent le solde de l’emprunt frangais soit - - ~ 28,808,800 
Et MM. Waring Fréres et Cie., entrepreneurs, avaient regu, en Mars - 1,543,275 


30,352,075 


avec engagement d’exécuter les conventions intervenues entre le Gouvernement de Honduras, 
MM. Bischoffsheim et Cie., Waring Fréres et Cie., le 2 Juillet 1870. Sije note ceci, c’est 
pour prouver que la déclaration de Mr. Pim est encore erronée sur ce point comme sur 
tous les autres. 

Si Mr. Pim n’est pas resté plus longtemps en prison, c’est grace 4 moi qui me suis intéressé 
avec S. E. l’Ambassadeur, Lord Lyons, & le faire sortir le méme jour qu’il m’a écrit la 
lettre ci-jointe. ; F 

Lorsque Mr, Pim déclare naivement qu’il donna sa démission de Commissaire Spécial de 
Honduras parcequ’il n’avait pas pu obtenir du Gouvernement ma destitution; cela 
prouve que mon Gouvernement ne avait jamais nommé, mais qu’il avait bien jugé pour ce 
quil est; d’ailleurs, le décret officiel du ler Mai 1873, du Président, approuve ma conduite 
et déclare que Mr. Pim n’a jamais été Commissaire Spécial, et personne n’avait le pouvoir 
nile droitde le nommer. © 


Croyant avoir suffisamment refuté les attaques diffamatoires et calomnieuses de Mr. 
Bedford Pim, 
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Bedford Pim, et comptant sur votre impartialité bien connue, j’ai ’honneur de vous prier, 
Monsieur Le Président, de vouloir bien faire publier ma lettre par le “Times” et le “ Daily 
News ;” ce sera justice. ; 
Veuillez agréer, Monsieur Le Président, les assurances de ma haute considération trés 

distinguée. 

Vr. Herran, 

Ministre de Honduras a Paris, Rue Descamps, 
Paris, Passy. 


P.S.—Si votre seigneurie a besoin d’autres renseignements, je me ferai un devoir de les 
lui fournir. Je me mets enti¢rement a sa disposition. 


AS. Excellence M. Vr. Herran, Ministre de Honduras a Paris. 


Depot de la Prefecture de Police de Paris, 
Excellence, 27 Décembre 1872. 

J’ar été arrété et suis en prison ; je viens supplier votre Excellence de faire les demarches 
necessaires pour prouver que je suis Commissaire Spécial, ce qui parait étre mis en doute 
dans le mandat d’emaner. 

Quwun officier Anglais de rang, et un gentleman, ne doit pas rester dans ce lieu un 
moment de plus, seront des causes suffisantes, j’en suis sur, pour que la bienveillance de 
V. E. se porte sur ma libération immediate. Quoique je n’ai pas Vhonneur de connaitre 
personnellement V. E., j’ai l’espoir que vous agirez dans cette affaire sans delai; seulement, 
dans Pinterét de Honduras, dont je suis Commissaire Spécial, et qui ne peut souffrir Pindignité 
d’étre un instant détenu dans une prison ordinaire. 

Je suis de votre Excellence le trés obeissant serviteur. 

(signé) Bedford Pim, 
Commissaire Spécial de Honduras. 


Certifié la traduction et copie conformes, 
(signé) Vr. Herran. 
Loid Lyons presente ses compliments 4 Mr. Herran et a Vhonneur de lui retourner 


sous pli, sur sa demande, la lettre datée du 27 dernier du Capitaine Bedford Pim, qu'il 
a eu la bonté de laisser 4 |’Ambassade. 


Paris, le 19 Janvier 1873. 


Je tiens ces précis officielles 4 la disposition de la Commission, si elle le desire en com- 
munication. 


(signé) Vr. Herran. 
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PAPER handed in by M. Herran. 


Novus avons regu de Monsieur Victor Herran, Ministre Plénipotentiaire de la République 
de Honduras a Paris, Cent trente mille obligations emprunt de Honduras, 1869, en exécu- 
tion de nos conventions du Deux Juillet courant. 


Paris, 30 Juillet 1870. (signé) Bischoffsheim, Goldschmidt et Cie. 


( Traduit de l Anglais.) 


Regu de H. E. M. V. Herran, conformément 4 la lettre de convention conclue le Deux 
Juillet mil huit cent soixante-dix, entre Messieurs Herran et Gutierrez et Messieurs Bischofts- 
heim et Goldschmidt, dans Londres, les valeurs suivantes :— 


Un mandat sur le Crédit Industriel et Commercial de Deux millions neuf cent mille 
frances, un mandat sur la Banque de France, a votre ordre de Deux cent vingt cing 
mille francs, un regu de Messieurs Dreyfuse, Scheyer et Cie. du montant de Six cent 
vingt mille francs 4 eux par ou par-Vordre de Messieurs Herran et Gutierrez, en tout 


trois millions Sept cent Cinquante mille francs, dont reegu. 
} 


Paris le dix-huit Juillet mil huit cent soixante-dix. 
(signé) Bischoffsheim, Goldsehmidt et Cie. 


Je soussigné interpréte traducteur juré, assermenté prés la Cour Impériale de Paris et 
ce pour les langues Européennes, certifie que ce qui précéde est une traduction fidéle et 
conforme & Voriginal ci-joint que j’ai signé,—per varietur. 

En foi de quoi j’ai signé le présent 4 Paris ce Vingt-deux Juillet mil huit cent 
soixante dix, 


(signé) Hasenfeld. 


Regu du Comité Financier de ’Emprunt de Honduras la somme de Deux cent quatre- 
vingt-treize mille deux cent soixante-quinze francs montant du certificat ci-contre,. 


Fr. 293,275. 


Paris, le 18 Juin 1870. (signé) Waring Freres et Cie. 


Jr soussigné Envoye Extraordinaire et Ministre Plénipotentiaire de Honduras, certifie 
que les copies ci-dessus sont conformes aux originaux. 


Vr. Herran. 


Verse & MM. Waring Fréres et MacCandlish, entrepreneurs de la Ligne Interocéa- 
nique de Honduras, la somme de Douze cent cinquante mille francs, dont le regu se trouve 
dans la convention passée le 17 Mars mil huit cent soixante-dix (voir Ja dit convention au 
No. 5 du dossier). 

Le Ministre Plénipotentiare de Honduras certifie conforme les regus ci-dessus, 


Vr. Herran. 


Resumé des Remiszs faites a Londres. 


1870: . ; Frances. 
30 Juillet - | 130,000 obligations au prix convenu de 192f. 76c. - - 25,058,800 
30 - | Argent, suivant regu - - - - - - - 3,750,000 
18 Juin - - | Waring Fréres et Cie., entrepreneurs, mandat Brunlées, 
Pp. 293,275 
Ingenieur en Chef du Gouvernement - - - - 
(17 Mars - - | Argent 1 MM. Waring Freres et Cie., entrepreneurs - 1,250,000 


— — 


Fr. 80,352,075 


—— 
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Appendix, No. 16. 


PAPER handed in by Mr. Herran. 


I, SaLem ConstTaBLE Harris, of the City of London, Notary Public by Royal Authority, 
duly admitted and sworn, do hereby certify to whom it may concern,— 


That the hereto annexed paper, writing marked (A.), is a true and faithful translation 
from the Spanish into the English language, of the Decree of the Minister for Foreign 
Affairs of the Republic of Honduras, as appearing in the “ Boletin Oficial” (Gazette) of 
Honduras, dated “ Comayagua, 10th June 1873 ”; 


Whereof an Act being required, I have granted these Presents under my Notarial Firm 
and Seal to serve and avail when and where need may require. 


London, the Thirteenth day of May, in the Year of our Lord One thousand 
eight hundred and seventy-five. 


J. Fiden. 
Salem C. Harris. 


(A.) 


(Translated from the “ Boletin Oficial ” of the Republic of Honduras, 10th June{1873.) 


The Provisional President of Honduras,— 


Considering: That the official conduct of Senor Don Victor Herran, Diplomatic Minister 
of Honduras in Paris, with respect to the loan brought out in the market of that city by 
Mr. Bedford Pim, with the authority of the Minister, Don Carlos Gutierrez, by abstaining 
from interference with the negotiation thereof, and by endeavouring to prevent any serious 
consequences from falling on the credit of Honduras, was regulated by the limited powers 
held by him as regards the financial affairs of the Government, and was in conformity with 


the facts subsequently made clear, viz.:—1. Because Captain B. Pim had not received | 


direct from the present Government either powers or commission for the said negotiation. 
2. Because Don Carlos Gutierrez, the immediate constituent of Captain Pim, was in the 
same position as regards the present Government. 3. Because the powers under which 
Senor Gutierrez acted in all matters touching the said loan, and which powers were granted 
him by the Government of the ex-President, General Medina, had only reference to one 
special object, viz., the raising moneys for an inter-oceanic railway, intended to convey 
vessels, which the Government of Honduras neither entertains nor thinks of entertaining. 
And 4, Because, even were the powers upon which the Minister Gutierrez bases his pro- 
ceedings as ample as it is desired, they should be considered, they do not extend, nor can 
they be understood as extending, to the possession of authority to appoint. Government 
commissioners or delegates with attributes conferred by the mandatory or attorney ; 


Considering, further: That Captain B. Pim, in consequence of the failure of the said 
loan, has stated in London, at a great meeting, that the Minister, Senor Herran, prevented 
the same being carried out because they would not give him a gratuity of 40,000/., which 
he demanded on his own behalf, and another 16,0002. on behalf of his son-in-law, the 
Consul, M. Pelletier; and that, as this grave imputation is being repeated by the European 
press, to the detriment of the honour and interests of Honduras, it is incumbent upon her 
diplomatic representative to demand a vindication before the Courts of Justice ; 
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Appendix, No. 16. | Wherefore, the Government decrees : 


1. To approve the official conduct of the Minister, Don Victor Herran, in the matter 
of the loan brought out in Paris by Mr. B. Pim, so far as concerns the points ex- 
pressed in the Preamble to this Decree ; 


2. That the Minister, Don Victor Herran, may temporarily withdraw from the 
Honduras Legation in Paris, in order to appear before the Courts of Justice in vindi- 
cation of the imputation cast upon him in his character of Minister of this Republic. 


3. That the Secretary of the Legation shall, in that capacity, fulfil ad interim the 
duties of Chargé d’ Affaires, as laid down by the laws of nations; and that if such 
official shall not already have been appointed in due form by the Government, or 
should the said Legation be without one, an employé sall be invested with such cha- 
racter for the purpose. 


The Minister for Foreign Affairs shall see to the execution of this Decree. 


Comayagua, 1 May 1873. : Celeo Arias, 


The Minister for Foreign Affairs. 
Juan N. Venero. 


Appendix, No 17. Appendix, No. 17. 


PAPER handed in by the Chairman. 


Senor Don Carxos Gutierrez wishes his Solicitor, Mr. Francis Hughes, to explain 
that the statement made to the Committee of his having been a clerk may have arisen from 
his having been offered a partnership in a commercial house, and to deny emphatically 
the statement made by Mr. Gossip with regard to the 4,000 J. worth of jewels said to have 
been presented to Madame Gutierrez. 


(signed) Hughes & Son. 
33, Bedford-street, Covent Garden, 
12 April 1875. 
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Appendix, No. 18. 


LETTER handed in by the Chairman. 


—+— 


Chamant, Prés Senlis, Oise, France, 
Sir, 7 April 1875. 

I appress this letter to you, as Chairman of the Select Committee of the House of Com- 
mons on Foreign Loans, to be laid before the Committee for their consideration. 

{ understand that at the last meeting of the Committee, it appeared they were desirous of 
having my evidence, and for that purpose had sent to my old business address, 83, Lombard- 
street. I retired from business some three years ago, and have since resided in my native 
country, France. Although not within the jurisdiction of the Committee, I am anxious to 
furnish them with any information in my power, being convinced that a thorough examina- 
tion of the facts will show that, so far as I am concerned, all dealings in connection with the 
Honduras Loans have been perfectly fair and straightforward. 

On seeing that the Committee were prepared to receive my evidence, I intended (al- 
though my health is at present far from good) at once to come to England for the purpose 
of giving it. 

] am, however, as the Committee may be aware, a party to various proceedings in the 
English courts of law, arising out ofthe Honduras Loans, and the trial of which will involve 
substantially the facts and matters which are the subject of the Committee’s inquiry. 
Under these circumstances, and because I as a foreigner am wholly unacquainted with the 
practice of the English courts, and also of Committees of your Honourable House, I 
thought it advisable to communicate my intention to English counsel, and ask their opinion 
on the course I ought to adopt. 

They have advised me that my examination before the Committee might have the effect 
of seriously prejudicing me in the existing litigation, unless the utmost care were taken to 
bring forward the whole of the facts, and moreover that having regard to the imperfect 
evidence which has at present been brought before your Committee, it is essential, with a 
view to enabling you to form a correct judgment, and to protect myself from any prejudice 
with the public which might arise from an imperfect knowledge of the facts, that some 
means should be afforded me of securing a complete and thorough investigation. 

Lam further advised that it is quite impossible for any one (especially a foreigner) to 
hope by merely answering such questions as may be pat to him by a Committee (though 
comprising some of the most astute and practised members of the English bar) to fully 
state the whole of the facts. 

For these reasons my counsel have ad vised me to address this letter to you, and to say 
with the greatest possible respect to the Committee, that unless the same opportunities be 
afforded me of protecting myself, and stating fully and fairly my case before them as I 
should have before an ordinary Committee of the House and in a court of law, I cannot in 
justice to myself appear betore them. The opportunities I ask for are these : (rey OF 
having my case stated before the Committee before | am subjected to cross-examination or 
examinations by any members of the Cominittee. (2.) Of calling and examining such 
witnesses as I may think necessary on my behalf. (8.) Of cross-examining all other 
witnesses who have already been called, or who may hereafter be called, before the 
Committee, whose evidence affects me ; and (4.) Of appearing and acting before the Com- 
mittee by counsel. I need scarcely say that if these opportunities be afforded me, I should 
be ready and willing to answer personally any questions the Committee may think it right 
to put to me. 

1 am advised, and believe, that unless these opportunities he afforded me I should be 
placed in an unfair position by appearing before the Committee ; and I have, therefore, 
most respectfully to ask the Committee to notify to me that the opportunities [ have men 
tioned will be afforded me, and on receiving such notification I wili at once attend at suck 


time or times as the Committee may direct. 
I have, &c: 


(signed) C. J. Lefevre. 
To the Right Honourable Robert Lowe, Esq., M-P. 
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PAPERS handed in by Mr. S. Herman De Zoete. 


SAN DOMINGO LOAN, 1869. 


cade Mp Set 


PROSPECTUS. 


Toe Santo Domineo Six PER Cent. GOveRNMENT Loan, 1869, for 757,700 J. 
British Sterling (Nominal Capital), in 1,000 Bonds of 5007. each, and 2,577 Bonds of 
100 /. each, redeemable at par in cash after six months’ notice, or at par by an Aceumula- 
tive Sinking Fund within 25 years by semi-annual Drawings by Lot, with special security 
on the proceeds of Guano and Customs amounting to upwards of 120,000 J. a year. 


To be issued at 70 per cent. 


Bankers :—Messrs. Smith, Payne, & Smiths, London ; The British Linen Company, 
Scotland. 


Brokers :—Messrs. Mullens, Marshall & Co. 


Messrs. Peter Lawson & Son, of London and Edinburgh, beg to announce that, in 
accordance with the authorisation from the Santo Domingo Government, they are prepared 
to receive-applications for the above loan, on the foilewing conditions : 

The loan will be represented by bonds, to bearer, for respectively 5002. and 1007. each, 
bearing interest, until paid off, at the rate of 6/. per cent. per annum, from Ist July 1869, 
and having attached dividend warrants or coupons payable in London on Ist January and 
1st July in each year. 

An accumulative sinking fund to complete within 25 years from 1st January 1870, the 
redemption of the principal sum of 757,700/. by the addition of the interest.on the bonds 
redeened, will be applied to the reimbursement of this loan at par, by means of semi-annual 
drawings on the 15th of June and 15th of December in each year ; the first drawing to take 
place on the 15th of December 1869, or it may be paid earlier at par on the Government 
giving six months’ previous notice. ; 


. 


The bonds so drawn for reimbursement will be paid without deduction on the 1st of 
January or Ist of July next after each drawing, together witn interest at the rate of 6. per 
cent. per annum, : ‘ 

The price of issue is 701. per cent. payable by instalments; the instalments to be made , 
as follows :— 


£. 5 per cent. on subscription as deposit to Messrs. Smith, Payne, 

& Smiths’, Lombard-street, or to the British Linen Com- 
pany’s Bank in Edinburgh and its branches in Scotland. 

10 on allotment. ‘ 

15 on 1st September 1869. 

15 on 1st October 1869. 

15 on 1st November 1869. 

T0 on Ist December 1869. 


£. 70 
Subscribers 
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Subscribers may pay up in full on allotment or on any of the days on which an instal- 
ment falls due, and discount will be allowed on such prepayments at the rate of 5 1. per cent. 
per annum. 

Where no allotments are made the amount deposited will be returned, and in cases of 
partial allotments the balance of deposit made on application will be retained and applied 
towards the amount payable upon such allotments. 

In default of payment of the respective instalments all previous payments will be liable to 
forfeiture. . 

Scrip certificates to bearer will be exchanged against allotment letters as soon as 
possible. 

Bonds signed by a special agent or representative of the Government of Santo Domingo, 
will be provided with all possible dispatch. 

For repayment of the above loan and interest, being the first and only loan of this State, 
the general property and revenues of the Republic of Santo Domingo are liable. In addition 
to that security, the Government of Santo Domingo specially bypothecates the entire pro- 
ceeds of the receipts of the export and import customs dues of the ports of San Domingo 
and Puerto Plata, which, according to the official report of the Minister of Finance, are 
producing not less than from 100,000 7. to 120,000 /.a year, and are pledged for the payment 
of the interest and sinking fund of the loan, amounting to 58,900/. per annum; and in 
addition thereto the royalties produced from the working .nd export of guano from the 
island of Alto Velo, and the revenues arising from the coal and other mines and minerals, 
as well as from the mahogany and other woods from the foresis of the peninsula of Samana, 
are specially hypothecated for the service of the loan. A certificate from the contractors 
for the guano is subjoined as to its quantity and value. 

The representatives of the bondhulders are to have the right to appoint a special receiver 
of the customs, royalties, and revenues so hypothecated, and the Government of Santo 
Domingo engages, in order to insure further provision for payment of interest and redemp- 
tion of the bonds, that a sufficient amount of the proceeds of the export and import customs 
dues, royalties, and revenues shall be remitted to London, to Messrs. Peter Lawson & Son, 
so as to be in their hands at least 14 days previously to the periods respectively fixed for the 
payment of interest and redemption of the bonds. 

The object of the Government in contracting this loan is the construction of roads and 
railways, and the contractors for the guano on the island of Alto Velo, and of the working 
of the mines and minerals of Samani, are bound from ‘ime to time, as the royalties, revenues, 
and products due to the Government arise, to pay them over into the hands of Messrs. 
Peter Lawson & Son for the payment of principal and interest of this loan. 

Application for allotments to be addressed (in the annexed form) to— 


Messrs. Peter Lawson & Son, 
Budge-row, Cannon-street, London, E.C., and 
George LV. Bridge, Edinburgh ; 
Or to the brokers, 
Messrs. Mullens, Marshall & Co., 
4, Lombard-street, E.C. 


Deposits on subscription and the instalments to be paid to— 


Messrs. Smith, Payne & Smiths,, 
1, Lombard-street, London, E.C. ; and 


The British Linen Company, 
Saint Andrew’s-square, Edinburgh, 
And at their branches elsewhere in Scotland. 


The documents may be inspected at the office of Messrs. W.& H. P.Sharp, 92, Gresham 
House, Old Broad-street, E.C., London. 


— ae 


Copy Letter from the Contractors for the Guano, 


Dear Sir, ‘ : London, 1 July 1869. 

Havine requested us to state the result of our investigations with reference to the 
deposits of guano found on Alto Velo, in the territories of the Republic of San Domingo, 
we have to inform you that a member of our firm, accompanied by an engineer and analytical 
chemist of eminence, visited this island, who carefully examined the quantity and quality 
of the phosphatic deposits. ‘ 

As regards the quantity. From the sections and surveys made by our engineer, we are 
satisfied that there are over 3,000,000 tons, and from our experience of the guano trade 
we expect throughout America-and Europe-to--be-able.to. dispose of very large quantities 
exceeding, as we believe, 50,000 tons per annum, when the working of the guano gets into 


full operation. mo 
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It may be desirable that we should state shortly to you the general character of the 
guano deposits upon the island. We may observe that they have, beyond doubt, a truly 
organic origin, more or less remote in time, traceable to the accumulation for ages of the 
excrement and bones of the immense flocks of sea-birds which also now continue to frequent 
the plateau and hills of the island. 

[In order to give you some idea of the. capacity of the United Kingdom for the con- 
sumption of phosphatic manure, we may mention that it has reached an average of from 
200,000 to 300,000 tons annually, and it is now an admitted fact that highly phosphatic 
manures, with an admixture of a certain per-centage of Peruvian guano, or other 
ammoniacal substance, form a cheaper and more fertilising agent than Peruvian guano in 
its crude state. 

If the consumption has not yet exceeded the above-mentioned figure, it is due only to the 
want of import or really good and high phosphatic guanos, and which hitherto have been 
chiefly obtained only from islands in the Pacific, the expense of bringing which to the 
market has militated against their more extensive adoption, We have not thought it 
necessary to enter into the details cf the various classes of phosphates found upon the 
Island of Alto Velo, or to the course of manipulation proposed to be adopted by us; suffice 
it to say, we consider in our experience that the consumption of the phosphates in this 
island when they are fully introduced to consumers will attain a very important place in 
the manurial supply of Europe and America, We may state that we have the sole and 
exclusive contract for the guano with the Government, paying them a royalty on the 
quantity exported, and that our agents are in possession, 


Weare, &c. 
; _ (signed) Peter Lawson & Son, 
To Edward H. Hartmont, Esq., Contractors for the Guano. 
Consul General of the Republic of Santo Domingo. . 


Copy English Translation of Certificate of Amount of Custom House Dues at the Ports of 
San Domingo and Puerto Plata, us certified by the English Consul. 


I, the undersigned Secretary of State in the Department of Finance and Commerce, certify 
that the import and export dues collected at the custom houses of Santo Domingo and 
Puerto Plata from.the year 1865, date of the Spanish disoccupation, amount toa total of 
from five hundred to about six hundred thousand dollars a year, and so I certify to the fact, 
which is confirmed by the documents existing in this Department of State, and the greater 
patt thereof is published in the “"Boletin Oficial.” 

And for such purposes as may be convenient I grant the present in Santo Domingo, the 
eth day of May 1869. i 


Seal of 
Department for 
Finance and 
Commerce. 


(signed) Ricardo Curiel. 


British Consulate. 

I, David Leon, Her Britannic Majesty’s Acting Consul at this city, do hereby certify 
the foregoing is the true and genuine signature and seal of office of Ricardo Curiel, 
Minister of Finance, and that to all acts so signed by him in his said capacity full faith and 
credit are due in judicature as thereout. 

In testimony whereof I have hereunto subscribed my name and affixed the seal of office 
at Santo Domingo, this 12th day of May 1869. 


Seal of 

British Consulate 
at Santo 
Domingo. 


(signed) David Leon. 


This Letter of Application must be presented entire to the Lankers. 
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Santo Domingo Six per Cent. GOVERNMENT Loan or 1869, for 757,700 1. British 


Sterling. 
No. 
Messrs. Peter Lawson & Son. | 
Gentlemen, 
Having paid to the Bankers - the sum of 
as a deposit on my application for £ Stock of the above Loan, I request that 


you will allot to me that amount, or any less amount, and I engage to accept the same, 
and to pay the further instalments upon the amount allotted to me as they shall become 
due, and-in default of the due payment, I agree that my previous payments shall be lable 
to forfeiture. 


Name 
Address 


Description 


Signature 


ApDITION to be filled up if the Applicant wishes to pay up in full. 


I desire to pay up my subscription in full, receiving discount thereon, from the interval of 
payment, at the rate of 5/. per cent. per annnm. 


Signature 


Santo Dominco S1x PER CENT. SoG Loan oF 1869, for 757,700 7. British 
terling. 


BanKERS’ RECEIPT. 


186 , 
Received of the sum of Pounds, being 
the deposit upon an application for Scrip Certificates of the above Loan. 


For Messrs. SMITH, PAYNE & SMITHS. 
For THE BRITISH LINEN COMPANY’S BANK, 


N.B.—This Receipt to be retained by the applicant until the delivery of the Scrip. 


beg ath 


Gentlemen, Stock Exchange, 23 October 1869. 
We, the undersigned, request that you will appoint a settling day in the Scrip and Bonds 
of the San Domingo Six per Cent. Government Loan, as early as convenient, and allow the 
same to be quoted in the official list, 


We are, &c. 
" (signed) Messrs. Mullens § Marshall, 
The Committee for General Purposes, [And 14 ae Signatures. | 
Stock Exchange. 
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Sir, . Lombard-street, 23 October 1869. 
We beg to hand you a requisition signed by members of the Stock Exchange, to appoint 
a settling day, and grant an official quotation to the San Domingo Six per Cent. Govern- 
ment Loan of 1869, for 757.000 J. 


We accompany the following documents :— 


1°. Decree, authorising the loan. 

1b. Printed prospectus of the loan. 

2. Notarial translation of power to contract the loan. 

3. General bond, reciting the full powers, the law of congress, and specification of 
all the terms and conditions of the loan, signed and sealed by the Special Commis- 
sioner, and countersigned by the contractors. nf 

4. Specimen of a special bond for 100 J. 

Ditto - - ditto - 5001. 

5. Specimen of scrip for 100 Z. 

Ditto - ditto 6001. 

6. Authorisation of the Special Commissioner to Messrs. Peter Lawson & Son to 
issue the loan. 

7. Certificate of Messrs. Peter Lawson & Son, that the loan has been issued to the 
public, with the amount allotted, and that the scrip and bonds are ready for delivery. 


Weare, &c. | 
To the Secretary of the (signed) Mullens & Marshall. 
Share and Loan Department of the 
Stock Exchange. 


Laer ead 


London, 20, Budge-row, Cannon-street, E.C., 
Gentlemen, 22 October 1869. 

WE hereby beg to inform you that being duly authorised according to the accompanying 
documents, we have issued the San Domingo Six per Cent. Government Loan for 757,000 7. ; 
that the amount of 178,700 /. has been allotted to the public, and that the scrip and bonds 
are ready for delivery. 

We are, &c. 
To the Committee of the Stock Exchange. (signed) Peter Lawson & Son. 


Dae sees 


London, 20, Budge-row, Cannon-street, E.C., 
Gentlemen, 8 November 1869, 

In reply to your inquiry what is to be done with the balance of the San Domingo Loan, 
we beg to state that we are authorised to dispose of it to the public on the original terms, 
and any amount not placed by us with the public will be retained by the Government on 
its own account in the same manner as other. Governments are in the ‘habit of dealing in 
similar cases. 

The interests of the existing allottees require in justice and fairness that an_ official 
quotation should be granted to enable them to dispose of their bonds at the market price, 
should a considerable rise or fall induce them to sell. If no quotation were granted they 
would be unaware of a rise, whilst on the other hand an allottee who ordered his broker to 
sell could not tell whether the sale had been effected within a wide margin of the actual 
market value. ’ 

Considering that an official qaotation has been granted to the recent Spanish and Nicoloi 
Loans, of which only fractional parts had been placed, we rely on the well-known even- 
handed justice of the committee to grant a quotation to the San Domingo Loan. - 


Weare, &c. 
Messrs. Mullens & Marshall. (signed) Peter Lawson & Son. 
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San Domingo Six per Cent. Loan. 


11, Warnford-court, Bank, London, E.C., 
Dear Sir, 10 November 1869. 
I BE@ to acknowledge receipt of the following documents :— 


1. Decree authorising the loan. 
2. Translation of full powers. 
3. General bond. 
4. Specimen of bond for 1002, and 5001. 
5. Authorisation to issue the loan. 
I remain, &c. 
W. Slaughter, Esq. (signed ) I. Gerstenberg. 


nee ee 


London, 20, Budge-row, Cannon-street, E.C., 
Gentlemen, 19 January 1870. 

Wiru reference to the former application for a quotation in the official list of the San 
Domingo Six per Cent. Government Loan, 1869, we beg to inform you that the total amount 
of 757,700 /. has been disposed of, and we have therefore to request that the quotation in 
the official list may be extended to the entire loan. 

We are, &c. 
To the Committee of the Stock Exchange, (signed) Peter Lawson & Son. 
London. 


Soe ; ah 


London, 20, Budge-row, Cannon-street, E.C., 
Gentlemen, 22 January 1870. 

Wiru reference to our letter of the 19th instant, stating that the entire amount of the 
Santo Domingo Government Six per Cent. Loan, 1869, has been now disposed of, we regret 
to learn that at your meeting of yesterday you postponed the grant of a quotation for the 
full amount of the loan until certain explanations wereafforded. Referring to the assurance 
of Mr. Daniell at your sitting of the 8th November, we beg respectfully to submit that his 
pledge applied only to the scrips for which a quotation was then sought. The last instal- 
ment on the scrips became due on the Ist December last, and the service of the redemption 
and of the payment of interest upon the whole loan has since been duly performed and paid, 
and it is for the full amount of the definite bonds that we now seek an official quotation. 
In the ease of the Portuguese as well as the recent Turkish Loans, we understand a precisely 
similar position was disclosed when a quotation was applied for, only a fractional part of each 
loan having been allotted. But a quotation was granted for the full amount of both these 
loans, and no undertaking was required similar to that exacted from Mr. Daniell. We respect- 
fully maintain that the same law ought to be impartially administered in every case, and that 
the restriction placed on the loan we represent should be withdrawn, or that it should have 
been rigorously applied in the other cases. In seeking to defend the interests of the original 
subscribers to the Santo Domingo Loan (which we assume to be your motive for your action 
in the matter), we believe you are seriously damaging their position by giving a quotation 
for only a part of the loan; the whole is rendered unmarketable, and we are satisfied that the 
interests of every holder of tle stock would be materially served by your granting a quota- 
tion for the total amount. We hope, on reconsidering the case at your next meeting, you ~ 
will see fit to comply with the application we have submitted to you. 


We have, &c. 
To the Committee of the Stock Exchange. (signed) Peter Lawson & Son. 


ee 


Gentlemen, 11 July 1871. 
Wu you allow Mr. Wetenhall to issue a special marking for the 1002. bonds of the 
San’ Domingo Loan, as much dissatisfaction has been expressed at there being about 
2. percent. premium on the small bonds, and no provision made for marking them. : 


I am, &c. 
To the Committee of the Stock Exchange. [ Here follows Signature. | 


sn 
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PAPERS handed in by Mr. Hartmont. 


Account of the Santo Domingo Government with Edward Herzberg Hartmont, London. 


a 


% 
Ean a £. a | 
1 May 1869 | Payment to the Government - - 50,000 - —- ; | 
1Jan. 1870 | Half-yearly Interest and onc oe 8 as per 3 81 Dec. 1869 | By Net Amount guaranteed by 
Contract upon the Loan- = - | 29,450 - - E. H. Hartmont, for the Santo 
lJuly ,, - - ditto - - = ditto = «| 29,450 - - Domingo Loan, 1869 - = {320,000 — 
1Jan. 1871 |- - ditto - - - ditto - - - | 29,450 - - 
July 5 i =) ee ae atta Oe et 29,450 - - By Balance due to E, H. Hart- 
1Jan. 1872|- - ditto - - - ditto - - -| 29,450 - - mont 2 See - 450 - 
lJuly ,, - - ditto - - - ditto =~ ‘fas - | 29,450 - - 
Income from Samana from 1 May 1869 to 
1 May 1875=6 years at the rate of 
150,000 dollars per annum, total 900,000 
dollars, one-half belonging to E. H. Hart- 
mont, as per concession, say * 
$ 450,000 at 4s. 2d. per dollar - - -| 98,750 - - 
. £. |820,450 - - £. | 320,450 = 
| . 
rr ‘ 
San Dominao GOVERNMENT Loan, 1869. 
Dr. Disposat of Bons and PrRoceeps. C 
eee 
Nominal 
Amount of| Price 
Bonds. Sold at. 
eee £. £. 8. d.| By Expenses: £. 8 a. £. 
To Peter Lawson & Son - - 91,000 55 50,050 -- - Travelling expenses - = 5,000!’ 


Paid to Peter Lawson & Son for ad- 
vertising, interest for temporary 


To Peter Lawson & Son fs Subscrip- loans, baggees (2 connected with 


= = u 5 E 15,000 70 10,459 15 1 the issue - - - | 4,167 10 11 
tion 3 Stamps and shintial of ‘bonds (paid 
to Mr. H. P.Sharp) - - 1,050 - - 


: : A Commission paid to , Bischoffsheim & 
To Bischoffsheim & Goldschmidt Goldschmidt, and J. 8. Morgan & 


and J. S. Morgan & Co. - - | 890,000 50 195,000 - . Co. for their letter of credit, 
(average. ) Havanah, 1 per cent. on 100,0002. |1,000 - - 
Commission to Fessor & Co, 


To sold by myself - ee - | 233,000 50 - {116,500 - - Havanah, for letter of credit, 
23 per cent. - - - {2,000 - - 
Commission to Spofford Brothers, 
3.800 New York, 4 per cent. on 
To W. & H. P. Sharp (Law Expenses) 9 350,000). - P maven cs eee 
Payment to Colonel Fabens, Wiehe fi 
: ington - ? Ee 
To P. Cazenove & Co. (Broker) = 2100 Guns purchased by onder'ot Golodel 
Fabens, and confiscated by the 
United States Government, 
To Otfice Expenses, Alto aves $9,000 =) -. = 2) (eit B00 =) = 
Ships, &c. - - is 22,000 
By Losses on Exchange: 
In Havanah, 14 percent. - - {1,500 - - 
In New York, 5 per cent. gold = - 6,000 -- 
In New York, London, and haere 
5 per cent. on 65,000 7. - 3,250 - — 
Divers expenses not specified- = |5,000 - - 
: —| 34,017 10 
Balance - - - - - er Were - | 887 "992 4 
Being the Total Amount} ¢. | 757,500 | - = [972,009 15 1 £, [372,009 16 
——eEeEeEeEeE 
1, 8. d. 
Balance - - -| 387,992 4 2 
Guaranteed Proceeds -  -] 320,000 - - 


Difference - - - &. 17,992 4 2 
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. PAPERS handed in by Mr. S. Herman De Zoete. Appendix, No. 21. 


COSTA RICA LOAN, 1871. 


wy a 


Tue Costa Rica GOVERNMENT 6 PER CENT. LOAN. 


2 Issue of £.500,000 Nominal Capital, in Bonds to Bearer. 


Redeemable at Par, by means of a Cumulative Sinking Fund of Two per Cent. per Annum, 
in Half-yearly Drawings. 


Interest payable on 1st May and 1st November.—Issue Price, £.'72 per Cent. 


Mussrs. BiscHorrsunim & GoLpscHMIpT are authorised by his Excellency the 
Minister of Costa Rica at the Court of Her Britannic Majesty, empowered by the Govern- 
ment of Costa Rica, to receive subscriptions for the above loan at the price of 72 per cent. 
for each 100/. stock, payable as follows :— 


5 per cent. on application. 


10 7 allotment. 

10 A ist July 1871. 

10 a Ist Aug, .,, 

10 as Ist Sept. ,, 

10 _ 2nd Oct. ,, 

17 re ist Nov. ,, less half-year’s interest of 3 per cent. 


— (deducting Income Tax). 
72 per cent. 


The bonds will be issued, to bearer, in sums of 1,000/., 5007., and 100/. each, with 

coupons payable half-yearly in Loncon, on Ist May and ist November. The first half- 

year’s interest will be paid on 1st day of November 1871. 

” A sinking fund of 2 per cent. per annum upon the nominal amount of the loan, increased 

by the interest on bonds paid off, will be applied to the redemption of the loan at par, by 
half-yearly drawings. 

; The drawings will take place on 1st April and 1st October in each year, and the reim- 
| bursements one month later. The first drawing is fixed for 1st October 1871, and will take 
effect on the scrip, as the definitive bonds cannot be issued before 1st November, when the 
last call falls due. ; fig 

The Government reserves the right to increase the sinking fund at any time, and to apply 
such increase in redeeming an additional amount of bonds, either by purchase, or by draw- 
ings at par. 

Subscribers will have the option of anticipating the instalments, either on allotment, or 
on any of the dates when they fall due, under discount at the rate of 5 per cent. per annum. 
In default of payment of any instalment at its due date, all previous payments will be 
liable to forfeiture. In cases where no allotment is made, the deposit will be returned with- 
out deduction, and where an allotment is made of a smaller amount than that applied for, 
the surplus deposit will be applied towards the amount payable on allotment. 
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Scrip certificates to bearer will be issued as soon as possible against allotment letters 

and receipts, and, after payment in full, will be exchanged for bonds to bearer, signed by — 

the Minister of Costa Rica at the Court of Her Majesty. ea Hee: 

The loan is secured on the general property and revenues of the Republic of Costa Rica, 
as well as by the special hypothecation of the customs dues of the State. The existing 
duties levied at the Port of Punta Arenas, one of the custom houses so hypothecated, 
amount to double what is required to meet the interest and redemption fund of the loan. 
At present there is no public State debt, this being the first and only public loan contracted 
by the Government. eS ; 

The principal and interest are specially exempted from all taxation by the Government 
of Costa Rica, and the coupons, when due, will be accepted in payment of duties as cash 
at par, at all the custom houses of the Republic, 

The general bond, signed by the minister, together with the powers he holds, will be 
deposited at the Bank of England. . : ; { 

Subscriptions for the loan will be received in London on the 9th and 10th May instant, 
and country applications, if posted on the 10th instant, will be admitted on the following 
day. 

The object of the Government in contracting the loan, is the construction of roads, piers, 
and other works of public utility in the Republic, upon which considerable sums have 
already been expended, and to provide direct and easy communication between the interior 
and the Atlantic seaboard. 

The chief exports from Costa Rica are coffee, renowned for its quality, tobacco, and 
sugar. ‘These are now almost entirely shipped from the ports on the Pacific, which are 
more than twice the distance from Europe, by water carriage, than the eastern coast of the 
Republic. By carrying out the works the Government have in view, a large portion of the 
produce of the country will in future be transmitted to Europe by the shorter route. This 
will tend greatly to improve the commercial intercourse of Costa Rica with the markets of 
Europe, and so increase the revenues of the State, and prosperity of the people, by the 
development of the industrial resources of the country. The population is undoubtedly 
among the most industrious and thriving of all the Spanish American Republics, and since 
its independence the State has promptly fulfilled all its obligations. 

Costa Rica was the first of the Republics of Central America to discharge its proportion 
of the Central American (English) Debt. 

The Government expect that independently of the customs dues at the several ports of 
the Republic, the tolls to be derived from the important public works above referred to, will 
alone be sufficient to meet the obligations of the loan. It is the intention of the Govern- 
ment to lay out a considerable part of the proceeds of the loan in England, in the purchase 
of materials required for carrying out the public works in question. 


Forms of application can be obtained at the counting-house of Messrs. Bischoffsheim & 
Goldschmidt, Founders’-court, Lothbury, London, E.C.; of Messrs. P. Cazenove & Co., 
52, Threadneedle-street, E.C. ; or the Imperial Bank (Limited), Lothbury, E.C.; by all 
of whom applications can be received. 

The authorised and other official documents imay be inspected by any intending sub- 
scriber at the office of Messrs. W. & H. P. Sharp, of 92, Gresham House, Old Broad- 
street, London. 


We declare the above to be the prospectus as issued to the public. 


(signed) Bischoffsheim & Goldschmidt. 
Founders’-court, E.C., 
8 May 1871. 


pI ap ees 


Gentlemen, Stock Exchange, 22 May 1871. 
We, the undersigned, request that you will appoint a settling day in the scrip partly 
paid and. fully paid of the Costa Rica Government Six per Cent. Loan for 500,000 J. as 
early as convenient, and allow the same to be quoted in the official list. 


Weare, &c. 
(signed) P. Cazenove & Co., 
Brokers to the Company. 
The Committee for General Purposes, [And 14 other Signatures. | 
Stock Exc hange. 
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meth Sian 


Founders’-court, Lothbury, London, E.C., 
Dear Sir, 20 May 1871. 
In accordance with your letter of the 16th inst., we beg to forward you the following 
documents in connection with the Six per Cent. Loan of the Government of Costa Rica for 
500,000 J. recently issued by us :— 


1. Decree authorising the loan, and containing the power to the minister at the 
English Court. 


2. Authority to us to issue loan, 
‘3. Certified copy of the loan prospectus. 
4. Our certificate, notifying that the loan has been subscribed by and allotted to the 
public. 


5. A cancelled specimen of the scrip. 
6. The general bond for deposit in the Bank of England. 


Weare, &c. 
is (signed) Bischoffsheim & Goldschmidt. 
| T. M. Slaughter, Esq., l 

ae Secretary, Stock Exchange 

| (Share and Loan Department). 


SRY 5 ptt 


Founders’-court, Lothbury, London, E.C., 
i 20 May 1871. 
\ We hereby certify that the Six per Cent. Loan of the Costa Rica Government four 
500,000 2 has been applied for and allotted without reservation to the public. 


That the 15 per cent. required on allotment has been duly paid thereon ; 
That the scrip is ready for delivery ; and further, 


That there exists no obstacle, as far as we are aware, that could in any way prevent 
a settlement of the same. 


Ree 
\ (signed ) Bischoffsheim §& Goldschmidt. 


Se ee 


i Founders’-court, Lothbury, London, E.C., 
| Dear Sir, 2 August 1871. 

We herewith beg to hand you proofs of the definitive bonds of the Costa Rica Govern- 
ment Six per Cent. Loan, which will be signed by hand both by his Excellency Don Carlos 
Gutierrez, Minister Plenipotentiary of the Costa Rica Government, and by ourselves. 


i Our object in submitting these proofs to you is to obtain the approval of your committee 
as to their form, before we give definitive orders for the printing of the bonds. 


As our senior leaves to-morrow for the Continent, we shall esteem it a great favour if you 
will take the matter in hand at once, and inform us to-day or to-morrow of the decision of 
_.--- your committee. GLa 
Ry oe . We are, &c. 
(signed) Bischoffsheim & Goldschmidt. 


is M. Slaughter, Esq., Secretary, 
| ie Loan Department, Stock Exchange. 
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Tue Costa Rica GovERNMENT 6 PER Cent. LOAN. 


SECOND ISSUE. 


Issue of £. 500,000 Stock (Nominal), in Bonds to Bearer. 


Redeemable at Par, by means of a Cumulative Sinking Fund of Two per Cent per Annum, 
in Half-yearly Drawings. 


Interest payable on 1st May and 1st November.—Issue price, £.74 per Cent. 


THE important public works for which the former loan of 500,000/. was issued, have 
progressed with such rapidity, that the Government of Costa Rica has determined to make 
a second issue of 500,000/. six per cent. stock, in order that the construction of the railway 
now in progress to the Atlantic Ocean, and other works of utility for developing the industrial 
resources of the country, may continue to be pursued with the utmost vigour. 

Messrs. Bischoffsheim & Goldschmidt are therefore authorised by his Excellency the 
Minister of Costa Rica at the Court of Her Britannic Majesty (empowered by the Govern- 
ment of Costa Rica) to open subscriptions for the above loan, at the price of 74 per cent. 
for each 1007. stock, and to offer the same preferentially to the holders of the stock of the 
sg loan, who shall be entitled to claim an allotment thereof equal to their) respective 

oldings. 


The terms of subscription are as follows :— 
5 per cent. on application. 


10 ms allotment. 
10 P Ist Dec. 1871. 
10 os Ist January 1872. 
10 .. Ist Feb. Ni 
10. i, ist March .,, 
10 tf 2nd April a 
9 a 1st. May »» less half-year’s interest of 3 per cent. 


can . (deducting Income Tax). 
74 per cent. " 


In order to avail themselves of this privilege, it is an essential condition that the present 
holders of stock-should comply with the following terms:— 


Ist. They must, as proof of ownership, present for registration the bond or scrip 
certificates of the first issue at the offices of Messrs. Bischoffsheim & Goldschmidt, 
Founders’-court, Lothbury, E.C., cn or before Saturday, the 21st instant, after which 
date their right to an allotment of the present issue will be absolutely forfeited. The 
person so registered will be deemed the holder, to whom the allotment will be made. 


2ndly. They must sign the annexed form (__) of application, and deposit it on or 
before Saturday, the 21st instant, at the Imperial Bank, Limited, together with 5 per 
cent on the amount applied for. i 


Applications will be received from the general public on the annexed Form (B). . 


Ifany portion of the stock now offered he not claimed within the specified time by the | 


holders of the first issue, it will be allotted at the same price to the general public. 

The present loan is secured on the general property and revenues of the Republic of Costa 
Rica, as well as by the special hypothecation of the free customs dues of the state. 

The representative of Her Britannic Majesty in Central America, in accordance with the 
conditions of the general bond of the former issue, is already in receipt of the customs dues 
hypothecated to the first issue, and will take charge of those belonging to the present 
issue, 

The principaland interest are specially exempted from all taxation by the Government of 
Costa Rica, and the coupons, when due, will be accepted in payment of duties as cash at _ 
par, at all the custom houses of the Republic. 

The general bond, signed by the minister, together with the powers he holds, will be 
deposited at the Bank of England. 

The bonds will be issued to bearer in sums of 1,000/., 500 l., and 1002. each, with 
coupons payable half-yearly in London on 1st May and 1st November. The first half- 
year’s interest will be paid on 1st day of May 1872. 

A sinking fund of 2 per cent. per annum upon the nominal amount of the loan, increased 
by the interest on bonds paid off, will be. applied to the redemption of the loan at par by 
half-yearly drawings. ; 


: 


a 
3 
. 


5 


f 
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The drawings will take place on 1st April and 1st October in each year, and the 
reimbursements one month later. The first drawing is fixed for 2nd April 1872, and will 
take effect on the scrip or the definitive bonds, the numbers of which will be identical. 

The Government reserves the right to increase the sinking fund at any time, and to 
apply such increase in redeeming an additional amount of bonds, either by purchase or by 
drawings at par. 

Subscribers will have the option of anticipating the instalments, either on allotment or 
on any of the dates when they fall due, under discount at the rate of 5 per cent. per annum. 
In default of payment of any instalment at its due date, all previous payments will be liable 
to forfeiture. 

If all the stock is subscribed for by the holders of stock of the former loan, and if 
no allotment be made to an ordinary applicant, the deposit will be returned without 
deduction; and where an allotment is made of a smaller amount than that applied for, the 
surplus deposit will be used towards the amount payable on allotment. 

Scrip certificates to bearer will be issued as soon as possible against allotment letters 
and receipts, and after payment in full will be exchanged for bonds to bearer, signed by 
the Minister of Costa Rica at the Court of Her Majesty. 

Subscriptions for the loan will be received from the 19th till the 21st October instant. 


te Forms of application can be obtained at the counting-house of Messrs. Bischoffsheim & 
Goldschmidt, Founders’-court, Lothbury, London, E.C.; of Messrs. P. Cazenove & Co., 
52, Threadneedle-street, E.C.; or of the Imperial Bank, Limited, Lothbury, E.C., by all 
vf whom applications can be received. 

The authorised and other official documents may be inspected by intending subscribers 
at the office of Messrs. W. & H. P. Sharp, 92, Gresham House, Old Broad-street, London. 


Founders’-court, E.C., 
|e 18 October 1871. 


ae — 7, — 


; Founders’-court, Lothhury, London, E.C., 

| Dear Sir, 25 October 1871. 

We beg to acknowledge the receipt of your letter of this date, and, in accordance with 

i, your request, have now the pleasure to hand you the following documents in connection 
with “The Costa Rica Government Six per Cent. Loan—Second Issue,” 500,060. :— 


1. Power to Don Carlos Gutierrez, the Minister resident at this Court. 
i 2, The general bond empowering us to receive subscriptions. 


3. Certified copy of the prospectus signed by Don Carlos Gutierrez and ourselves. 


y 4. Cancelled specimens of the scrip, viz., one for 100/., one for 5007. and one for 
1,000 Z. 


| We beg to state that the loan has been applied for and allotted unconditionally to the 
public, and that the 5 per cent. required on application has been duly paid thereon. 
ie The remaining 10 per cent. we have required to be paid on Saturday the 28th instant, 
i on receipt of which we shall write )ou stating that the whole of the 15 per cent. has been 
i duly paid. 

After having submitted the documents (deseribed under Nos. 1, 2, and 8) to your Com- 
mittee, may we ask you to be good enough to return same to our custody. 


NN: We are, &e. 

> ae os (signed) Bischoffsheim § Goldschmidt. - 

t We have further to add that the scrip is ready for delivery, and that, as far as we know, 

fea! there exists no impediment to a settlement being granted. 

ea | (signed ) Bischoffsheim & Goldschmidt. 
M. Slaughter, Esq., Secretary, 

Share and Loan Department, Stock Exchange. 


Sno 
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Gentlemen, Stock Exchange, 26 October 1871. — 


We, the undersigned, request that you will appoint a settling day in the scrip and fully 
paid up scrip of the Six per Cent. Loan (Second Issue) of the Costa Rica Government as 
early as convenient, and allow the same to be quoted in the official list. Rye 


Weare, &c. 
(signed) P. Cazenove& Co., 
The Committee for General Purposes, Brokers to the Company. _ 
Stock Exchange. [And four others. ] 


ren ee 


vi Founders’-court, Lothbury, London, E.C. 
ae Dear Sir, 80 October 1871. . 
oA Conrirmine our letter of the 25th inst., we beg to hand you enclosed a letter addressed 
| ; to us by his Excellency Don Carlos Gutierrez, which empowers us to issue the Costa Rica 
Government Six per Cent. Loan (Second Issue) for 500,000 2. nominal, which letter be 
good enough to return to us after perusal. j 
We also beg to inform you that the 10 per cent. balance of the 15 per cent. required on 
allotment has been duly paid, and further, that the scrip certificates will be exchangeable on 
and after Wednesday the 1st proximo, at our office for banker’s receipts. A notification to 


this effect appears in the morning papers of to-day. 
re We are, &c, cy. 
ue (signed) —§ Bischoffsheim & Goldschmidt. 


se As a large amount has been paid up in full, we should be glad to get a full paid quota- 
tion also. ote 


Mihill Slaughter, Esq., Secretary, 
Share and Loan Department, Stock Exchange. 


. 


————— 


Sox&»°&«8 


en 


Ses 
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—— 
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PAPERS handed in by Mr. S. Herman De Zoete. 


COSTA RICA LOAN, 1872. 


aw i yer 
(Translated from the Spanish.) 


Tomas Guardia, General of Division and President of the Republic of Costa Rica. 


' Ty being necessary to provide for the cost of the railway which has been contracted for 
between the City of Alajuela and the Port of Limon on the Atlantic, the works for which 
have been already established at various points of the live, the object being to promote the 
agricultural interests of the country which are its principal source of wealth, and as the 
Licentiate, Don Manuel Alvarado, Actual Secretary of State for War, Marine, and Public 
Works, possesses the entire confidence of the Government, and the principal qualifications 
necessary for opening and concluding loan transactions in Europe, and | being fully and 
in every way empowered ‘to raise the revenues necessary for the carrying out of such 
important undertakings, and in accord with the Council of State. ; 
I have, therefore, thought well to order that a loan be negotiated in Europe, up to the 
amount of twelve millions of hard dollars, or two millions four hundred thousand pounds 
sterling, and for this purpose a special commission is given to the said Licentiate, Don 
Manuel Alvarado, and full and sufficient authority to negotiate and sign the negotia~ 
tion of said loan as well as to adjust the private conventions and contracts which he may 
think desirable for the successful conclusion W.W.V. N.P. and emission W.W.V. N.P. of 
the said loan, and to issue and sign in the name of the Government of the Republic of Costa 
Rica the bonds which may be delivered as representing the said two millions four hundred 
thousand pounds nominal value of the loan, under the understanding that the Government 
approves beforehand all that the Licentiate, Don Manuel Alvarado, may do to this effect. 


Given, signed by my hand, sealed with the Seal of the Republic at the National Palace 
in San José, on the Twenty-third of November Eighteen hundred and seventy-one, and 
countersigned by the undersigned Secretary of State for the Department of Finance and 
Commerce. ; 


Tomas Guardia, 
The Secretary of State for the Department of | 
Finance and Commerce. 


Registered in the proper book, fol. 1. 
S. Gonzalez. 


Legation of Costa Rica, London, 19 March 1872. 


The undersigned Carlos Gutierrez, Envoy Extraordinary and Minister Plenipotentiary of 
the Republic of Costa Rica, certifies that the foregoing signatures of His Excellency 
General Don Tomas Guardia, President of the said Republic, and of the Illustrious 
Minister of Finance and Commerce, Don §. Gonzalez, are authentic, and worthy of faith 


and credit in Courts of Judicature and thereout. 
Carlos Gutierrez. 
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Vosta Rica GovERNMENT SEveN PER Cent. Loan, 1872. 
£, 2,400,000 Nominal Capital, in Bonds to Bearer, 


Redeemable at Par by Half-yearly Drawings through the operation of an accumulative 
Sinking Fund of One per cent. per Annum, commencing in 1872, 


Principal and Interest payable in London, 


Price of Issue, 82 1. per Cent. 


Messrs. Knowies & Foster, of 42, Moorgate-street, are authorised by His Excellency 
Don Manuel Alvarado, Secretary of State for the Departments of War, Marine and Public 
Works, in the Republic of Costa Rica, duly empowered by and acting under the authority 
of the Government of Costa Rica, to offer the bonds representing the above loan for public 
subscription on the following conditions :— 

The bonds will be to bearer in amounts of 100 1, 200 2., and 500, carrying interest at 
the rate of 7 per cent. per annum, payable by coupons half-yearly on the 1st October and 
the tst April in each year (the first being payable on the 1st October next). 

The redemption of the loan will be effected by half-yearly drawings at par, commencing 
in September 1872, by the operation of a sinking fund of 1 per cent. per annum on the 
capital, plus the interest on the redeemed bonds, so that the entire amount will be paid of 
in 31 years from that date. The bonds drawn will be paid off with the interest coupon 
payable next after the date of the drawings. 

The Government reserves the right, from time to time, of augmenting the sinking fund at 
any of the half-yearly periods, such augmentation to be applied in redeeming an additional 
number of bonds by purchase, when the market price shall be below par nominal and by 
drawings, when the price shall exceed par. 

The coupons and drawn bonds will be payable in London in sterling money at the offices 
of Messrs. Knowles & Foster. 

The general bond (which, with Senor Don Manuel Alvarado’s powers, will be deposited 
in the Bank of England), and of which a copy is appended, guarantees that the bonds shall 
be exempt from Costa Rica taxes of all kinds, and declares the loan to be secured, in addi- 
tion to its being a general charge on the revenue and assets of the Republic, by way of 
special hypothecation on the following branches of revenue, viz. :— 


. Dis. £. 
Internal dues on spirituous liquors, which produced in 1871 - 800,000 say 160,000 
Tax on coffee - - - - = - - - - 125,000 ,, 25,000 
Tobacco monopoly - -) « - - = - - 360,000 ,, 72,000 


en 


Dis. 1,285,000 £. 257,000 


In addition to which, security is given for the due payment of the principal and interest, 
by its being declared to be a charge on the works and profits of the railway, for the comple- 
tion of which the loan is specially made. 

The interest, coupons, and drawn bonds, when due, will be accepted in payment of all 
sums due to the Government, excepting only the payment of duties specially hypothecated 
to the Six Per Cent. Loan, 1871. ; 

The object of the Government in contracting this loan, and the particulars of the securities 
specially hypothecated, are more particularly stated in the accompanying memorandum 
by Senor Don Manuel Alvarado, the Government Commissioner. 


The subscription price is 82 per cent. payable as follows, viz.:— 


i, 

5 - - - - on application. 

10 - - - - on allotment. 

10 - - ~ - .on 14th June. 

10 - - ~ - on 15th August. 

10 - - - - on 16th September. 

10 - - - - on 15th October, less 3/. 10s. the half- 
yearly interest coupon (less English 
income tax). 

10 - - - - on 15th November. 

17 - - - - of 16th December 

Total - - £, gg 


Subscribers 
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Subscribers have the option at any time of paying in full the remaining instalments under 
discount at the rate of 6 per cent. per annum. 

Scrip certificates to bearer, béaring the same numbers as the bonds, and participating in 
the first drawing for reimbursement, will be issued against allotment letters, and when paid 
up will be exchanged for the definitive bonds. 

The allotments will be made as early as possible after the close of the subscription. In 
cases where the amount allotted is less than was applied for, the balance of the deposit will 
be applied towards payment of the next instalment, and, if more than sufficient for that 
purpose, the residue will be returned to the subscriber. 

F iP cases in which no allotment is made, the amount of deposit will be returned without 
elay. 

If default is made of payment on allotment, or of any of the instalments before men- 
ADs PE allotment will be liable to be cancelled, and the sums then already paid to be 
orteited. 

A copy of the powers under which the loan is made, may be inspected at the office of 
Messrs. Bircham, Dalrymple, Drake & Co., 60, Threadneedle-street, E.C. 

Application for allotment on the enclosed form will be received by Messrs. Knowles 
& Foster, of 42, Moorgate-street, of whom prospectuses can be had, as also of the brokers, 
Messrs. Hichens, Harrison & Co., 21, Threadneedle-street, but no application will be enter- 
nie unless accompanied by a deposit of 5/. per cent. on the nominal amount applied 
or. 


London, 2nd May 1872. 


Memoranpvuom furnished by His Excellency Senor Don Manuel Alvarado, Secretary of 
State for the Departments of War, Marine and Public Works, and the Special Commis- 
sioner, acting under the authority of the Government, and duly empowered to conclude 
the above loan. 


Tue Republic of Costa Rica has no interior debt. In 1856 an interior debt for 300,000 
dollars was contracted, and further liabilities were incurred to the extent of 1,500,000 
dollars, owing to the incursion of filibusters who menaced the independence of the country, 
but these engagements, together with interest at the rate of 12 per cent., were satisfied by 
repayment within four years. 

In 1865 a further loan for 150,000 dollars was contracted for the purpose of making a 
high road between San José and Port Limon. This amount was also repaid, with interest at 
the rate of 12 per cent., within a year. 

The only exterior loan of the Republic is that which was contracted (by two issues) in 
London, in 1871, viz., 1,000,000/, at 6 per cent. interest, which loan was made specially to 
cover the first outlay on the railway and other works, and for purposes of public utility in 
the Republic, and a smail liability (not yet matured) of about 20,0002. to Peru. 

For the continuation of the above industrial works, and specially to provide the necessary 
funds for the completion of the railway from the Port of Limon on the Atlantic Ocean, to 
San José de Costa Rica, and from San José to Heredia and Alajuela (for the construction of 
which railways a contract has been entered into by the Government with Mr. Henry Meiggs, 


the well-known American contractor), the Republic has contracted the above loan of » 


2,400,000/. nominal, in 7 per cent. bonds, and have authorised its public issue by Messrs. 
Knowles & Foster on the terms of the accompanying prospectus. 

The payment of the interest, and the redemption of the bonds by drawings at par 
nominal, as mentioned in the prospectus, will be provided by an annuity of 192,000/., 
payable for thirty-one years by the Government. This annuity will, in addition to a general 
charge on the revenues of the Republic of Costa Rica, be specially secured by an hypothe- 
cation of the following branches of the Republic’s revenues, viz. :— 


Dis. Ea 
Internal dues on spirituous liquors - - - - - 800,000 say 160,000 
Tax on coffee - - - - - - - - 125,000 ,, 25,000 
Tobacco monopoly - - - ~ - - - 360,000 ,, 72,000 - 


Dis. 1,285,000 £. 257,000 

These figures, it should be remarked, are not mere estimated amounts, but are the 
realised resulis of the income derived in the year 1871, from the sources specified, and are 
altogether distinct from the proceeds of the special securities pledged to the 1,000,000 1. Six 
per cent. Loan of 1871, the special hypothecation in respect of which loan is the revenne 
from the custom-houses of the Republic, and which revenue produces more than sufficient 
to meet the annual charge required for the service of that loan. 

In addition to the above security for the payment of interest and redemption of the 
present issue of bonds, a first charge will be created on the works and profits of the rail- 
ways above mentioned, which Mr. Meiggs is under contract to complete within three years 
from the commencement of the works, which took place in October 1871, and to which the 
previous loan has been already for the greater part applied. 

A caieful estimate has been made of the probable net proceeds of the railway when 
completed, and it is approximately estimated that it will amount to 3,600,000 dollars 

0.64. ; 3M yearly, 
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Appendix, No. 22. yearly, say 320,600 l., as per the following statement, which is based on the actual import 
and export trade of the Republic for the year 1871 :— 


Dis. 
Coffee, 300,000 quintals, at i dollar 50 cents. - - 450,000 
Other products, metal, coal, timber, &c., 400,000 quintals 400,000 
500,000 quintals imports —- - - - - - 750,000 


Dis. 1,600,000 say £. 320,000 


This estimate is made upon the well-founded assumption that the passenger and lucal 
trafic will provide sufficient funds to meet the working expenses of the lines. 

C. ffee is at present cultivated in Costa Rica on an area of some 460,000 acres, but there 
are further vast tracts of country in the valley of San José available and suitable for the 
purpose. 

The coffee crops liave increased most materially during the last few years:— 


In 1868 about 4,860 tons were exported. 

In 1867 about 8,090 tons were exported. 

In 1871 about 15,000 tons were exported. Representing at the present prices 
considerably over 1,000,000 2. in England. 


A great portion of this produce is now transported by expensive land carriage (at a cost 
of about 6s. per cwt.) to the port of Punta Arenas, on the Pacific Ocean; thence it is 
shipped to Colon, vid Panama (at a further cost of 6s. per cwt.), from which port it is 
transhipped to Europe. 

Whtn the railway to Port Limon on the Atlantic is completed, coffee will be transported 
from the interior to that port at an extreme cost of 6s. per cwt., und thus a saving of half 
in the cost of carriage from the interior to the port of shipment on the Atlantic will be 
effected. ' ‘ 

The transport of that portion of produce now sent to Europe, vid Cape Horn, will also be 
ensured to this route by the many and great advantages which it will offer, principal 
amongst which will be the economy of time and expense. 

Thus it will be seen that apart from the railways, not only is ample existing security 
given for the present loan, but that the proceeds will be expended in industrial works, 
which in themselves will afford a further guarantee to the holders of the Republic’s bonds, 
inasmuch as, apart from the direct return they will yield, they cannot fail largely to increase 
the general revenues of the State, by developing the rich resources of the country itself. 


London, 2 May 1872. (signed) M. Alvarado. 


Witness, 
(signed) William W. Venn, 
Notary Public. 


Costa RicA GovERNMENT SEVEN PER Cent. Loan, 1872, 


_- GENERAL Bonn. 


Let those whom it may concern know that I, Don Manuel Alvarado, Secretary of State 
for the Departments of War, Marine and Public Works, in the Republic of Costa Rica, in 
virtue of the full powers granted to me in that behalf, by his Excellency Don Tomas Guardia, 
President of the said Republic, and which powers are hereto annexed, have authorised 
Messrs. Knowles & Foster, of the City of London, merchants, to issue, on behalf of the 
said Republic, a public loan for the nominal amount of 2,400,000 /., on the conditions herein- 
after appearing ; the proceeds of which loan are applicable to the completion of the works 
of the important railways in the Republic, which have been already commenced, and to 
other industrial purposes, with the object of developing the resources of the country. 

Therefore, I, the said Don Manuel Alvarado, do declare, in the name of the Republic of 
Costa Rica, that the said loan is issued under the style of “ Costa Rica Government Seven 
per Cent. Loan, 1872,” upon the following conditions :— : 


Ist. The loan is of the nominal capital of 2,400,0002, represented by bonds as 


follows :— 
£: 
1,000 Bonds - A. No.1to1,000 - of 5002. 500,000 
5,000. ,, - B. No, 1,001 to 6,000 of 2007. = 1,000,000 
9,000 «,, - C. No. 6,001 to 15,000 of 1007. 900,000 
15,000 £. 2,400,000 


2nd. The bonds shall be “ to Bearer,” and shall be issued in English, and shall 
bear interest from the 1st day of April 1872, at 7 per cent. per annum, payable half- 
yearly, upon presentation and against surrender of the corresponding coupons on the 
; Ist 


0.64 
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Ist day of October and the Ist day of April of each year, the first payment to be 
made on the Ist day of October,1872. 

3rd. The said bonds shall be redeemed at par nominal by means of an accumulating 
sinking fund, composed of a sum equal to 1 per cent. per annum upon the nominal 
amount of the bonds issued, and the annual interest of the drawn bonds, the redemp- 
tion to take place half-yearly, on the 1st day of October and the 1st day of April, by 
means of drawings by lot, to be made in the preceding month, and the payment of the 
drawn bonds to be made on presentation and against surrender thereof, with the 
unmatured coupons, on the Ist day of October and the 1st day of April next after the 
drawing. The first drawing to take place in the month of September 1872. 

4ti. The drawings shall take place in London, at the counting-house of Messrs. 
Knowles and Foster, in the presence of a representative of that firm, and a notary 
public, and the numbers of the bonds drawn shall be forthwith advertised in two daily 
newspapers published in London. ‘ 

5th. The Government reserves to itse'f the right at any time, and from time to time, 
to increase the sinking fund, and redeem a greater number of bonds in any halt-year, 
and such additional number of bonds may be redeemed by purchase by Messrs. Knowles 
and Foster, on behalf of the Government, when the market price shall be below par 
nominal, and by drawings when the said price shall be at or above par nominal. 

6th. The interest on the bonds drawn, and upon bonds purchased under the pre- 
ceding article, shall cease upon the 1st day of October and the 1st day of April (as the 
case may be) after they are drawn or purchased. 

7th. The principal and interest of the bonds shall be paid in sterling money, in 
London, at the counting-house of the said Messrs. Knowles and Foster. 

8th. The Republic of Costa Rica, or the Government thereof, shail never impose any 
tax or contribution of any kind, either upon the principal or upon the interest of the 
said bonds, or any part thereof. 

9th. The bonds drawn, and all the interest coupons thereon not due when the prin- 
cipal becomes payable, shall, after payment, be cancelled at the counting-house of 
Messrs. Knowles and Foster, in London, in the presence of a notary pablic. Any 
bonds purchased under the 5th article hereof, shall be cancelled in like manner, and 
the cancelled bonds shall be deposited in the Bank of England, in the names of Messrs. 
Knowles and Foster, until the whole of the loan shall have been redeemed, 

10th. The sum (96,000/.) required to provide each half-year for the service of 
interest and sinking fund, shall be remitted by the Government of the said Republic to 
Messrs. Knowles and Foster, so as to be in their hands ready for payment one month at 
least before the payments shall fall due, and no diminution in the remittance shall-be 
made on account of any purchases and cancellations of bonds under the 5th article 
hereof. 

11th. The principal and interest of the bonds shall be paid as well in time of war as 
of peace, and whether the holders of the bonds shall be subjects of a State friendly or 
hostile to the said Republic, and the said bonds, and the principal and interest thereof, 
shall in no case be seized or sequestered, or be subjected, either in or out of the 
Republic, to any tax, contribution, or deduction whatever, under any circumstances, or 
upon any pretence vy or on the part of the Government of the said Republic. 

12th. The special bonds, representing the said loan, shall be signed by me, the said 
Don Manuel Alvarado, as special agent of the Government, duly empowered in that 
behalf, or by some authorised agent of the said Government. 

13th. The payment of the principal and interest of the said bonds is guaranteed by 
the general revenues, assets, and resources of the Republic, as well as by its domains, 
and for still more effectually securing the accomplishment of the engagements hereby 
entered into by the Government of Costa Rica, the said Government specially pledges 
and hypothecates, as and by way of special guarantee, the internal dues now vr at any 
time hereafter to be imposed on spirituous liquors, the tax now or hereafter to be ini- 
posed on coffee, as also the produce of the tobacco monopoly in the said Republic, 
together with the railway from Port Limon on the Atlantic Ocean to San José de Costa 
Rica, and from San José to Heredia and Alajuela, now in course of construction, together 
with the profits of, and arising from, the said railways; excepting always, out of the above. 
securities, the general and special guarantees affected by tie Republic to the Costa 
Rica Government Six per Cent. Loan of 1871, so long as any portion of the capital or 
interest of that Joan remained unpaid. 

14th. To insure the prompt remittance of the sinking fund and interest, and in order 
to give efficacy to the special guarantees affecied to this loan, the Government of Costa 
Rica hereby specialiy agrees that in case of default in the punctual payment, in the 
manner Dfethabok stipulated of any one of the half-yearly instalments for the pay- 
ment of the interest and amortisation of the bord<, and so from, time to time, when 
any such default shall be made, the bolders for the time being of the said bonds, or of 
such portion thereof as shall not then have been redeemed, shall have the right, and 
they are hereby specially empowered, to appoint one or more agent or agents to enter 
into the actual collection from the fiscal agents of the Republic of the produce of the 
branches of the revenue which form the special guarantees for this loan as above 
mentioned; and if the encashment from those sources shall not be sufficient, such 
agent or agents shall have the rixht to take the administration of the said railways, 
and to receive in the same manner the net produce therecf until the sums received 
by such agent cr agents amount to the sumrequisite, not only for the payment of the 
54, 3M 2 interest 
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interest and sinking fund due, but also sufficient to cover all the charges and expenses 
incurred by such agent or agents. 

15th. The nomination of the agent or agents of the bondholders, for the purpose of 

- giving effeet to the preceding article, shall be made by the vote of a majority in value 

of the bondholders present at a meeting specially convened for that purpose in London, 
such meeting to be called by the agents of the loan by advertisement inserted in two 
of the London journals; but it is declared that Messrs. Knowles and Foster, or the 
agents for the time being of the loan, will not, by intervening for the purpose of calling 
such meeting, thereby incur any responsibility, liability, or trust whatever. 

16th. To facilitate still further the payment of the sinking fund and interest, and to 
diminish as much as possible the risk in the transmission of money, the coupons when 
due and the drawn bonds will be accepted as payment in cash at par for all sums due 
to the Government (excepting only the payment of duties specially hypothecated to 
thé Costa Rica Government Six per Cent. Loan, 1871). 

17th. There shall be retained from the last instalment of this loan a sum sufficient 
for the payment of the interest and sinking fund for a period of 12 months, commencing 
next after the payment of the last instalment by the subscribers. 

isth. The Government of Costa Rica undertakes that they will never levy any duty 
or impost of any nature whatsoever upon the payments they will have to make in exe- 
cution of these presents, or on the principal or interest of any of the said bonds, 

19th. The Government moreover solemnly binds itself that the annual sum of 
192,000/., due and payable by virtue of these presents, shall be paid, and the securities 
shall be maintained intact under any circumstances, whether the country be at peace 
or war, and whether the holder of one or more of the bonds of the loan be or be not 
a subject of the Government with whom the Government of Costa Rica may be at 
war, or with whom diplomatic relations may not be established or may have been 
broken off. 


In consequence thereof, be it known that the said loan having been concluded for 
2,400,0002., I, Don Manuel Alvarado, in virtue of the full powers with which I find myself 
invested for this purpose, bind myself, and engage in the name and as the special represen- 
tative of the Government of Costa Rica, that all and every one of the conditions contained 
in the foregoing writing shall be observed, and duly and faithfully fulfilled, to the end that 
the payment of principal and interest of the said loan may be at all times satisfied. 


Done in London, the 2nd day of April 1872. 
(signed) M. Alvarado. 
Witness, 
(signed) William W. Venn, 
Notary Public. 


Costa Rica GovERNMENT SEVEN PER CENT. Loan, 1872. 


I, the undersigned, Don Manuel Alvarado, Secretary of State for the Departments of War, 
Marine, and Public Works in the Republic of Costa Rica, in virtue of the full powers 
vested in me in that behalf, certify in the name and on behalf of the Government of the said 
Republic, that [ have perused and. approved the within prospectus, and hereby authorise 
and empower Messrs. Knowles and Foster to issue the same, and receive subscriptions for 
the said loan upon the terms therein contained. 

(signed) M. Alvarado. 

London, 2 May 1872. 

Witness, 
(signed) — William W. Venn, 
Notary Public. 


eS cacy 


Founders’ Court, Lothbury, London, E.C., 
Dear Sir, 22 May 1872. oy 

We consider it our duty, in the interest of the bondholders of the Costa Rica loans 
issued by us, to forward a copy of the correspondence which has passed between ourselves 
and the representative of the Costa Rica Government. Being at the present time without a 
reply to our last letter, dated 17th May, or any other satisfactory communication, no alter- 
native remains for us but to address ourselves to you, in order that the committee of the 
London Stock Exchange may have before them the precise position of the matter in deter- 
mining whether the settlement and official quotation, for which we believe application has 
been made, ought, under present circumstances, to be given for the loan recently issued. 
We beg furthermore that you will accept this from us as a formal communication, and pro- 
test in the name and on behalf of the bondholders of the loans issued by us, against the 
non-performance 
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non-performance by the Costa Rica Government of the conditions of the contract relating to Appendix, No. 22. 
these loans. 


We remain, &c. 
(signed) Bischoffsheim & Goldschmidt. 
M. Slaughter, Esq., Secretary, 
Share and Loan Department, Stock Exchange. 


We enclose copy of a letter, dated 16th December 1870, written by order of the 
president. 


fae oll. 
Costa Rica Government Seven per Cent. Loan of 1872. 


42, Moorgate-street, London, E.C., 
Sir, 22 May 3872. 
In conformity with the instructions contained in your letter of 14th instant, we beg to 
enclose— 

Ist. Certified copies of the powers under which the above loan is made and of the 
general bond, and we hereby undertake to exhibit the original bond, which is deposited 
in our name in the Bank of England, should your committee wish to see it. 

and. A certified copy of the prospectus of 2nd instant, containing an authority from 
his Excellency !'0n Manvel Alvarado to our firm to receive subscriptions. 

3rd. Three cancelled specimens of the scrip. 


And we hereby certify that 2,089,000 /. (two millions and eighty-nine thousand) of the 
above loan have been unconditionally applied for by and allotted to the public, and 15 /. 
paid thereon; that the scrip is ready and im course of delivery from the Stamp Office, and 
that we know of no impediment to the settlement of the account. 


We remain, &c. 
Mihill Slaughter, Esq., Secretary (signed) Knowles and Foster. 
of the Share and Loan Department, Stock Exchang:. 


AE fie 


Gentlemen, Stock Exchange, 23 May 1872. 
We, the undersigned, request that you will appoint a settling day in the scrip of the 
Seven per. Cent. Loan, 1872, of the Government of Costa Rica, as early as convenient, and 
allow the same to be quoted in the official list. 
We are, &c. 
The Committee for General Purposes, [Here follow Signatures. | 
Stock Exchange. 


sup goad 


Founders’-court, Lotkbury, London, E.C., 
Dear Sir, 31 May 1872. 

In accordance with the request contained in your favour of 28th instant, we beg to hand 
you copy of our letters, dated 3rd October, Ist and 13th November 1871, of which Senor 
Gonzales acknowledges receipt in his letter of 16th December last. We fear that our 
clerk has only inserted in the translation of the letter of 16th December, which we have 
sent, the two dates of 3rd October and 13th November, omitting the 1st November. ' The 
original is at your disposal. 

We further enclose copy of some letters of ours to Edwin Corbett, Esq., Her Britannic 
Majesty’s Chargé d’ Affaires, on his appointment as receiver for the Costa Rica Loan, 1871, 
together with copy of the power of attorney appointing him, and which he took out with 
him, as well as of some of his answers. The whole of the remaining correspondence 
with Mr. Corbett is at the disposal of the committee, whenever they may require the . 
same. 

Tt will be seen from a perusal of the copy correspondence— 


1. That Mr. Corbett has been duly appointed, under powers, as agent and receiver 
of the monthly instalments in Costa Rica, 

2. That his appointment has been accepted by the Government, and acted on by 
remittances being made through him up to a certain period. 

3. That these remiitances through him ceased ; and 

4, That no remittances whatever have cume forward by the three last mails, making 
two instalments in arrear. 
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Appendix, No. 22. 


Thus the contracts of the Government of Costa Rica remain unfulfilled. 


a. In respect of the non-payment of the Custom dues in Costa Rica to the Receiver 
duly appointed and recognised by the Government, 


b. By the non-payment otherwise of the overdue instalments for the service of the 
loan. 


We deem it right to state that we have used our utmost endeavours bv correspondence 
with the representative of the Government here to obtain the performance of the obliga- 
tions of the Costa Rica Government, but in vain; and we have, therefore, ventured to 
address ourselves to the committee of the Stock Exchange rather than give public notice 
to the bondholders, and in making our communication to the committee, we have placed 
before it the correspondence and documents we hold, so as to give every possible inform a- 
tion, and even the letters, such as that of the 1st November last, which, perhaps, but for 
our anxiety in the interest of the bondholders, we ought in strictness to have reserved, 
and we yet hope that the difficulties may be obviated by some arrangement on the part of 
the Government for punctuality in payment of the instalments. 

The question of account is closed by the letter of the 16th December 1871, and does not 
appertain to the non-fulfilment of the obligations of the bond by non-remittance of the 
monthly instalments. 

Having, as we conceive, done our duty to the bondholders, and having no other ebject 
in view than their protection, we must leave it to the committee to take such course as 
they may conceive the circumstances warrant, 

We are, &c. 
Francis Levien, Esq., Secretary, (signed ) Bischoffsheim & Goldschmidt. 
Stock Exchange. 


We will thank you to return the copies of our letters, as well as the power of attorney, 
the same being of a private nature, 


ee 


Sir, 9, Bucklersbury, E.C., 6 June 1872. 

I xq to forward for submission to the committee of the Stock Exchange a duplicate of 
my letter of the 4th instant to Messrs. Knowles and Foster, the contractors for the Seven 
per Cent. Loan, 1872, of the Republic of Costa Rica, and I have to request that they will 
be pleased to call upon Don Manuel Alvarado and the contractors to prove that the 
Republic of Costa Rica has such a surplus of revenue over expenditure as would justify 
that State to contract a loan of 2,400,000 Z. at 7 per cent., with a sinking fund of 1 per 
cent. 

I may mention that the prospectus is valculated to mislead the public, as the monopolies 
on liquors, coffee, and tobacco, which are specially hypothecated, should be further re= 
duced (in addition to the drawbacks given in my letter) by the sum of 230,000 rupees, that 
being the amount given in the general estimate of the expenditure. 

I therefore beg, most respectfully, to protest against any settlement being granted for 
this loan until the committee have satisfied themselves, after due inquiry, that there is an 
ample margin of security to meet this loan. 

- > Iam, &e. 
To Francis Levien, Esq., (signed) M. J. Cunningham. 
Secretary for General Purposes, Stock Exchange. 


ER NERO CS NESE. Seen ORE Ces Na 
pee 


Costa Rica Loan of 1872 for 2,400,000 2. 


Gentlemen, 9, Bucklersbury, E.C., 4 June 1872. 

WITH reference to the conversation which I had with your Mr. Knowles this day, on the 
subject of the sufficiency of the security for the due payment of the interest and sinking 
fund of the. Costa Rica Loan of 1872, at the rate of 8 per cent, per annum, I beg to 
inform you, as the contractors for that loan of 2,400,000J., that your issued prospectus. is a 
romantic document. 

In the memorandum furnished by his Excellency Don Manuel Alvarado, Secretary of 
State for the Departments of War, Marine, and Public Works. acting under the authority of 
the Government, and duly empowered to conclude the above loan.. his Excellency states 
that “ for the continuation of the above industrial works, and spectrally to provide the neces- 
sary funds for the completion of the railway from Port Limon, on the Atlantic Ocean, to San 
José de Costa ica, and from San José to Heredia and Alajuela ( for the construction of 
which railways a contract has been entered into by the Government with Mr. Henry Megqs, 
the well-known American contractor), the Republic has contracted the above loan of 2,400,0007. 
nominal in 7 per cent. bonds, and have authorised its public issue by Messrs. Knowles and 
Foster on the terms of the accompanying prospectus.” woaat 

Wit 
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With regard to this paragraph of the prospectus, I wish to draw your attention to the 
nature of the contract entered into with Mr. Henry Meggs, by which he agreed to con- 
struct the line, from Simon to San Jose, with branches to Heredia and Alaguela, for the 


um of - - - ~ - - - - - - - - Dols. 8,500,000 
And a bonus to commence at San Jose - - ~ - - - 250,000 
Total - - - Dols. 8,750,000 


To meet this outlay, the Government of Costa Rica have now raised the following 
sums; viz, :— 


x. £. 
Messrs. Bischoffsheim & Co. Bac ude Nett - ~ - 600,000 
r) 
Messrs. Knowles & Foster - 2,400,000 Nett - - - 1,680,000 
Total - - - £.3,400,000 Nett - - - 2,280,000 


ee 


This 2,280,000J. is equal to about 11,400,000 dols.. 


The railway is to be completed in about 2} years if all goes well, and as the interest 
and Redemption Fund will be very important items during the construction, I- think you 
should look at them carefully; for, in addition to the capital sum of 3,400,000 Z., there will 
be 24 years’ interest on 3,400,000/., equal to, say the least - - - Dols. 3,400,000 

And, services in England. &c., per contracts - - - - - 68,000 


Total - - - Dols. 3,468,000 


Amount raised to construct railway, 3,400,000 1., equal to 11,400,000 dols. nett. 

The contract is 8,750,000 dols., to which has to be added 23 years’ interest, commissions, &c. 
(before the railway can bring a return), equal tv 3,468,000 dols., equal to, in all, 12,2 18,000 dols. ; 
and if from this 1 deduct the nett value of the loans of 3,400,000 J. and interest, commission, 
&c., I arrive at a balance or deficit of 818,000 dols. 

Hence, on the loans of 3,400,0001., with their contingencies, there will be a deficit 
against the Government of 818,000 dols., should the railway be constructed and handed over 
by the contractor in 23 years. 

In the next paragraph Don Manuel Alvarado states that “the payment of the interest, 
and the redemption of bonds by drawings at par nominal, as mentioned in the prospectus, 
will be provided by an annuity of 192,000/. payable for 31 years by the Government. 
This annuity will, in addition to a general charge on the revenues of the Republic of Costa 


Rica, be especially secured by an hypothecation of the following branches of the Republic 
Revenues.” 


Dols. £, 
Internal dues on spirituous liquors - - - 800,000 160,000 
Tax on coffee - - - -. - 125,000 25,000 
Tobacco monopoly - “ - - - 860,000 72,000 
Totan - - - Dols. 1,285,000 | £. 257,000 


Don Manuel Alvarado goes on to say that “these figures, it should be remarked, are not 
mere estimated amounts, but are the realised results of the income derived in the year 1871 
from the sources specified, and are altogether distinct from the proceeds of the special securities 
pledged to the 1,000,000 1. 6 per cent. loan of 1871, the special hypothecation in respect of 
which loan is the revenue from the Custom Houses of the Republic, and which revenue pro- 
duces more than sufficient to meet the annual charge for the service of that loan.” 

Don Manuel Alvarado tells the public through your prospectus that the above figures are 
not based on estimated amounts, but are the realised results of the income during the year 1871 
from the sources specified; but unfortunately for Don Manuel Alvarado, and for you, I have 
before me at this moment, what we may call the Budget estimated of the“ ways” and 
“means ” of the Republic of Costa Rica, prepared by the proper Officer of State, and 
from Don Manuel Alvarado’s own self, by which it will be seen that the above figures are 
merely an Estimate for the year 1872, and not the realised results of the income derived in 
the year 1871. . 

To show you that I am justified in questioning the propriety of this statement, I will take 
the liberty of drawing your special attention to the following proofs of the very serious 
inaccuracy (to use the mildest terms) of his assertions. The estimate of the expenditure 
of the Government was made and signed by S. Gonzalez on the 31st of August 1871; and 
in that estimate that Officer of State made the expenditure to be 1,097,054 dols.; but in this 
estimate he did not provide for the interest and sinking fund on the second loan of 500,0001. 
contracted through Messrs. Bischoffsheim § Goldschmidt; neither did he provide for the 
expenses connected with the internal dues on spirituous liguors and the tobacco imported 
into the Republic. In the estimate he has not taken any account whatever of those impor- 
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tations which must be purchases for cash or credit of the State; and which must be treated 
as liabilities in preference. 

My figures on the above estimates are quite different, and I think will be far nearer the 
mark. Bear in mind that I believe when the estimate was made on the 81st of August 
1871, the law authorising the liquor and tobacco monopoly from abroad was not passed ; 
but I happen to know that it was passed before the 2nd of May 1872, the date of his memo- 
randum and your prospectus. I will now deal with the three items hypothecated for the 
loan of 2,400,000 Z., viz. :— ; 


Dols. Dols. 
Internal dues on spirituous liquors as estimated - 800,000 
Less—Cost of liquors purchased and imported - 200,000 
: —_— 600,000 
Tobacco monopoly - - - - - r 860,000 
Less—Cost of tobacco imported - - - 180,000 
—| 180,000 
Tax on coffee - - - - - - - - - 125,000 
Toran - - Dols. 905,000 


The estimate of the revenue was made and dated the 23rd day of November 1871, and the 
following items are in that estimate signed by S. Gonzalez, and copied by Don Manuel 
Alvarado, viz. :— . 


Dols. | 
Internal dues on spirituous liquors - . - - - 800,000 say 160,000 
‘Tobacco monopoly - - -.-_- - - - - 360,000. ,, 72,000 
Tax on coffee - - - be - - - - - 125,000 ,, 25,000 


Dols. 1,285,000 say 257,000 


ooo 


How, then, can you, or Don Manuel Alvarado, say that the foregoing are based, not on 
estimates, but on realised results? The figures speak for themselves. 

Don Manuel Alvarado goes on to say in the next paragraph, that, “In addition to the 
above security for the payment of interest and redemption of the present issue of bonds, 
a first charge will be created on the works and profits of the railways above mentioned, 
which Mr. Meggs is under contract to complete within three years from the commencement 
of the work, which took place in October 1871, aud to which the previous loan has been 
already for the greater part applied.” 

‘A careful estimate has been made of the probable nett proceeds of the railway when 
completed, and it is approximately estimated that it will amount to 1,600,000 dollars, or 
320,000 Z. yearly, as per the following statement, which is based on the actual import and 
export of the Republic for the year 1871, viz. :— ; 
Dols. 


Coffee, quintals, 300,000 - - - - - - - 450,000 
Other products, metal, coal, timber, &c., 400,000 quintals - 400,000 
500,000 quintals of imports - - - - - - - 750,000 


Dols. 1,600,000 say £. 320,000 


“ This estimate is made upon the well-founded assumption that the passenger and local 
traffic will provide sufficient funds to meet the working expenses of the lines.” 

These are the most extraordinary statements that I have ever read, and I have read a 
great many very extraordinary statements in my time, and here are many reasons for saying 
SO. 

On referring to a published annual, I find that in 1871, Costa. Rica exported about 12,000 
tons of coffee of the value of 600,000 7., yet Don Manuel Alvarado tells us 15,000 tons 
were exported in that year of the value of 1,000,000. ; so much for the traffic from the 
exportation of coffee. ; 

Now as regards other preducts, can Don Manuel Alvarado tell me where the other pro- 
ducts, such as metal, coal, timber, &c., have been exported to, and to what extent; for I 
cannot find any mention whatever made of such exports in the annual which I have before 
me. I would almost ask you, have tle merchants, or others, exported 100 tons of either 
during the year 1871, with the exception of hides and cedar wood, which I presume are 
included in the et ceteras. To what ports or countries have the people of Costa Rica 
exported the metals, coal, and timber? 

According to Don Manuel Alvarado’s figures, the traftic for export in 1871 would bring 
in for coffee, metals, coal, timber, &c., 850,000 dollars, while the imports would bring in 
750,000 dollars. Now can you tell me, in all your great experience, of any country where 
the traffic for exports and imports so nearly approximate, especially in a country like the 
Republic of Costa Rica? But the most marvellous thing of all, is the assertion that the 
above figures are the nett returns, as the passenger and Iycal traffic will meet the working 
expenses! The line is to be worked at 40 per cent. of the gross receipis, and as 320,000 J, is 
60 per cent. of that, we have only to add 40 per cent to it to enable us to judge of the gross 
receipts, 7.¢,, 320,000. and 128,000, equal to 448,0002., on acapital of 3,400,000 Z., and with 

; a population 
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a population, all told, of 150,000, of which about 100,000 or more are Indians; and I shall 
leave you to judge how much the railway when finished will derive in the way of traffic 
from the Indians of Costa Rica. 

But the railway cannot be completed before the month of October 1874, if then even; 
and yet Don Manuel Alvarado bases calculations two and a half years before the railway 
is to be handed over by the contractor. You will bear in mind that he has not stated in his 
memorandum the nature of the contract with Mr. Meggs, nor whether or not the contractor 
’ will have lien on the railway until all his demands are satisfied. 

Don Manuel Alvarado next states “that coffee is at present cultivated on an area of 
some 460,000acres! *” What! 460,000 acres of coffee with a population, all told, of 150,000 ? 
Why every man, woman, and child, must cultivate over three acres! This will speak for 
itself. Who is left to carry on the other branches of industry, or construct the railway, if 
every soul in the state is employed in growing coffee ? 

Don Manuel Alvarado concludes his memorandum :—‘“ Thus it will be seen that apart 
from the railways not only is ample existing security given for the present loan, but that the 
proceeds will be expended in industrial works, which in: themselves will afford a further 
guarantee to the holders of the Republic’s Bonds, inasmuch as, apart from the direct return 
they will yield, they cannot fail largely to increase the general revenues of the State by 
developing the rich resources of the country itself. 

I will now dispose of that paragraph very summarily :— 


Dols. 
In the Estimates of the Revenue and Expenditure, the latter is placed at -| 1,097,054 
Add the following Omissions : Dols. 

Interest, &c., on the second loan of 500,000/._ - - - | 200,000 
Loss of Exchange, &c. —- - - - - - 40,000 
Services in England, &c. - - - - - - = 10,000 
Cost of wines, brandies, &c., imported . - - - | 200,000 
Cost of Tobacco purchased and imported - - - - | 180,000 
Commissions on the sales of liquors and tobacco should be 

not 1,074 dols., but - - - - - é = 50,000 


vor Na te RG 


Tora of Estimate on 31st August - - - Dols.| 1,777,054 


To this add the Annual Charge for the present loan of 2,400,000/., say 
roundly - - - 2 = ; . 39s * oe P aL VO66,000 


Dols. | 2,843,054 
Torat Annual Revenue - - - - Dols.| 2,034,400 


a ee 


AwnnuaL Deficit - - - - - - Dols. 808,654 


Torat Annual Expenditure - 


er 


This, then, is what Don Manuel Alvarado calls, apart from the railways, “an ample exist-- 
ing security for this loan.” I can scarcely believe that these figures will surprise you, who 
are so intimately connected with this loan. Why, this Republic which gives such an ample 
existing security for a loan of 2,400,000 /., was obliged to get 54,000 J. from you and your 
Syndicate, to enable Don Manuel Alvarado to meet its necessities here in London, only a 
few days before he signed this very memorandum. I will ask you if this is true or false spe 
am fully aware of the threats used, because certain bills were not paid off-hand by Messrs. 
Bischoftsheim and Goldschmidt, and of the disputed account with that firm. ; 

I am aware of the terms which Don Manuel Alvarado has granted to you. Your com- 
mission of 7 per cent. may be no more than what is fair, for the risks you have undertaken 
are great, and these risks you and your Syndicate must bear on your shoulders until you 
can show a sufficient margin of security. I am also aware of the agreement about the 
premiums made on the Stock Exchange, and the means by which it isto be made, but I 
am satisfied that the committee will not permit it. 


Iam, &c, 
Messrs. Knowles and Foster, &c., &c. (signed) M. F. Cunningham, 
pay eee 
Gentlemen, Stock Exchange, 1 February 1873. 


We, the undersigned, request that you will allow the bones of the Costa Rica Govern- 
ment Seven per Cent. Loan of 1872 to be quoted in the official list. 


We are, &c. 
The Committee for General Purposes, [ Here follow signatures. | 
Stock Exchange. 
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PAPERS handed in by the Honourable R. Bourke, m.P. 


(Translation. ) 


Senor Gutierrez to the Earl of Derby. 


» Wei 


Flonduras Legation, Cornwall House, Carlton-road, 
My Lord, Tufnell Park, London, 12 March 1875. 

In the communication which I had the honour of addressing to your Excellency on the 
24th of February last, on account of the motion made by the honorable Member of Parlia- 
ment, Sir Henry James, in the House of Commons, in the evening of the 23rd of the same 
month, I informed your Excellency that I should be glad to furnish the Committee o: 
Inquiry to be appointed, with all the proceedings and reports necessary to facilitate its 
investigations in regard to those loans in which, from my official position as accredited 
Minister of the contracting States, my name has been mixed up. 


The loavs contracted in the name of the Republic of Honduras, for the construction of 
the Interoceanic Railway, having been those most especially referred to by the honourable 
M.P., Sir H. James, and as I am the Minister Plenipotentiary of that Republic at this Court, 
I have thought it my duty to translate into English, 4nd to print all the proceedings relating 
to those loans ; from their length it, has not been possible to get them printed within the 
short space of time that has elapsed, but I hope to place them at your Excelleney’s dis- 
posal within a very few days. 


And as the Honourable M.P., Sir H. James, when making the motion referred to, also 
mentioned the loans contracted by the Republic of Costa Rica, and in doing so, not only 
gave inaccurate figures to the House and confounded my private personality with the official 
character in which I took part in one of those transactions in the name of the Republic of 
Costa Rica, but he also introduced my name in referring to transactions:in which I was not 
in the slightest way concerned in any character whatever, I shall be allowed to place the 
papers which prove this at the disposal of your Excellency, in order that they may be laid 
before the Committee of Inquiry. 


The documents which I have the honour of placing at the disposal of your Excellency, 
and which I enclose with this communication, refer to a loan of 1,000,000 7. nominal, con- 
tracted by the Government of Costa Rica with Messrs. Bischoffsheim & Goldschmidt, 
and in that loan my intervention was limited to the signature of the necessary documents 
in the name of the Government, without the most insignificant or remote interference in the 
administration of the funds, in the accounts, or in anything that had to do with the reciproca| 
fulfilment of the conditions between the Government of Costa Rica and Messrs. ‘Bischoffs- 
heim and Goldschmidt, or the bondholders:. . “ 


The originals of the documents of which I enclose certified copies, are in my possession, 
and I hold them at the disposal of your Excellency, to prove their accuracy in case of necessity 
or doubt. 


As lam not now Minister of Costa Rica at this Court, my communicating ‘with your 
Excellency on matters connected with the Government of Costa Rica is, to a certain extent, 
irregular, and | am under the necessity of begging your Excellency, respectfully, to excuse 
me; your Excellency will understand that this irregularity is a consequence of the honour- 
able Member, Sir H. James, when explaining his motion, having made the charges, which 
he had a right to bring against any foreign Government, fall upon the Minister Plenipo- 
tentiary who acted in the name of the Government referred to, in London, and the no less 
extraordinary and unparliamentary irregularity of deliberately assailing the private person- 
ality of a foreign: accredited Minister Plenipotentiary at this. Court, and. imputing to him in 
his private character the acts officially performed, and which have been approved, confirmed, 
and ratified with the greatest solemnity by the Government which ordered them, wh 
The first document which I enclose is the contract, marked No. 1, between ‘the Govern- 
ment of Costa Rica, and Messrs. Bischoffsheim & Goldschmidt, for a loanj of 1,000,000 2. 


nominal, 
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nominal, by which Messrs. Bischoffsheim & Goldschmidt were authorized to issue that Appendix, No. 23 
loan in two parts, and this they did, imasmuch as they issued a loan for 500,000/. on the ee eee 
8th of May 1871, and for the other 500,0007. on the 18th of October 1871. 


* Your Excellency will be able to see clearly from this contract, that it was not Don Carlos 
Gutierrez who issued that loan to the English public, as Sir H. James erroneously stated in 
the House of Commons, it was the firm of Messrs. Bischoffsheim & Goldschmidt, in 
accordance with the aforesaid contract with the Government of Costa Rica, wherein the 
intervention of the Minister was limited to signing in the name of the Government, for the 
simple reason that the Government of Costa Rica had not in London any other authority to 
act with Messrs. Bischoffsheim & Goldschmidt, and that firm had no representative 
in Costa Rica, to act directly with the Government. 


3. Your Excellency will observe that according to Article 3 of the said contract, the 
Minister, or the person duly authorised by the Government, was to receive the sum of 
21,500 J. on or before the 3rd of August; your Excellency will likewise observe that, as a 
formality for the fulfilment of the contract, I signed the receipt for that sum at the foot of 
the said contract; but that sum belonging to the Government, and for which I gave a 
receipt, never passed through my hands, but was left with Messrs. Bischoffsheim & Co., 
at the disposal of the Government, as your Excellency will see at the end of the letter 
wate they addressed to the Government of Costa Rica, of which I enclose a copy in 
QO. 2. d No.2 


For the remittance of the funds of this loan to the Government of Costa Rica, Messrs. 
Bischoftsheim & Goldschmidt communicated direct with that Government; the Minister 
in London had no further intervention or responsibility in the affair, after having signed 
the necessary documents in the name of the Government of Costa Rica. 


The net proceeds of that loan, received by the Government of Costa Rica in accordance 
with the contract, are very different from what Sir H. James stated in the House of Com- 
mons. The accounts of that loan were published by the Government of Costa Rica in the 
annual report issued on the 14th of June 1872, and were presented to the Constitutional 
Congress, by the Hon. D. Salvador Gonzalez, the Minister of Finance and Commerce; 
this report has been circulated in Europe amongst those who take an interest in making 
themselves acquainted with the internal official affairs of those small independent States. 
But, in order that nothing may be wanting, allow me to enclose an authenticated copy of the 
we Appendices, S. and G. of the said report, which I send to your Excellency, marked 
0. 3. No. 3. 


From the Appendix §., your Excellency will perceive that the Government of Costa 
Rica received 560,000 J. net, in accordance with the terms of its contract, for the 1,000,000 J. 
nominal issued. Frou the Appendix G., your Excellency willl perceive how that Govern- 
ment disposed of the aforesaid sum, in direct communication with Messrs. Bischoffsheim 


& Goldschmidt. 


The copy which I enclose to your Excellency, marked No, 4, is that of a document No. 4. 
signed by Don Lorenzo Montufar, then Minister of Foreign Affairs of the Governmeut of 
Costa Rica, and from it your Excellency will learn that the said Government and the 
Council of State entirely approved the contract for the aforesaid loan, which, acting under 
the Government orders, and inits name, I signed with Messrs. Bischoffsheim & Goldschmidt 
in everything relating to the issue of the first 500,000 7. nominal ; and from the ccpy which 
bears the No. 8, your Excelleucy will likewise perceive that everything respecting the second 
issue of 500,000¢. nominal, in completion of the said loan of 1,000,000/., was also 
approved. 
In order to furnish your Excellency with every information in regard to this affair, 
I enclose a copy, No. 6, of what the Minister of Finance and Commerce said in his report No. 6 
of the 14th of June 1872, to the Constitutional Congress, which copy is an extract from 
the said report, pages 37 and 38, 


I likewise enclose a copy, No. 7, of the memoir presented by the said Minister to the No. 7. 
Constitutional Congress of Costa Rica on the 3rd of June 1878, in which he refers to the 
aforesaid loan; I would very specially call your Excellency’s attention to the part of that 
document which is marked with the letter A., because it shows the interpretation which 
the Government of Costa Rica put upon the intervention of the worthy Mr. Edwin 
Corbett, who, when acting in his private capacity as Commissioner of Messrs. 
Bischoffsheim & Goldschmidt, assumed at a given time his official character as chargé 
@’aflaires of Her Britannic Majesty, in matters which had no diplomatie character whatever. 
Your Excellency will be pleased to observe, in the copy which I enclose under No. 8, that No. 8. 
Messrs. Bischoffsheim & Co. appoimted the worthy Mr. Edwin Corbett as their repre- 
sentative, in his private capacity with the Government of Costa Rica. It is extra- 
ordinary, my Lord, that my official intervention in this loan should have been represented 
to the House of Commons as if it had been of a private character, as if it had been the 
proceeding of Don Carlos Gutierrez; and that the intervention of the wortl.y Mr. Edwin 
(0.64. an2, 4 Corbett, 
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Corbett, of an entirely private character, as Commissioner of Messrs. Bischoffsheim < 
Goldschmidt, should have been confounded with a diplomatic intervention in connectioi 
with his official position as Her Britannic Majesty’s Chargé d’Affaires in Centra 
America. 


The Minister of Costa Rica in London, Don Carlos Gutierrez, acting according to th 
instructions of his Government, and according to the full powers for the purpose, is referres 
to in the British Parliament by Sir Henry James, in his personal character; the worth: 
Mr. Edwin Corbett, acting in his private character as agent of Messrs. Bischoffsheim & 
Goldschmidt, for the receipt of certain Custom House dues in Costa Rica, and accordin; 
to the terms of the contract, is referred to by Sir Henry James, in his official character a 
representative of the British Government, receiving instructions from Messrs, Bischoffshein 
& Goldschmidt. 


Ir proof of the real character of these matters, of an entirely official character as far a 
regards myself, and in which my name occurs without any other responsibility than that ot 
obeying the instructions of the Government in whose official service I was at that time. 
I take the liberty of enclosing to your Exceilency four other certified copies of communica- 
tions relative to these affairs; they are marked Nos. 9, 10, 11, and 12. 


The composition of all the documents, prospectuses, and publications concerning thi: 
loan of Costa Rica, was entrusted by Messrs. Bischoffsheim & Goldschmidt to Messrs, 
W.& H. P. Sharp, 92, Gresham House, Old Broad-street, London, and any omission, 
mistake, or misunderstanding that may have been noticed in the printed documents issued 
to the public, has not proceeded from the legation, which has confined itself to observing 
the instructions of the Government, leaving to the professional advisers. of Messrs. 
Bischoftsheim & Goldschmidi everything relating to legal forms and usages in. this 
monetary market, with regard to the composition of documents in similar circum- 
stances. 


I hope, my Lord, that the enclosed documents will be sufficient to convince the Com- 
mittee of Inquiry that the first loan of the Republic of Costa Rica, of 1,000,000-2. nominal, 
was a loan contracted by the Government of that Republic with Messrs. Bischoffsheim & 
Goldschmidt, with all the formalities required in this inonetary market; that the Govern- 
ment of Costa Rica approved the contracts, and disposed of the funds as it thought proper, 
and that my official intervention in this matter was nothing more than obeying instructions 
and signing the documents, and then it was at an end. 


I avail myself, my Lord, of this opportunity, &c. 


(signed) Carlos Gutierrez. 
His Excellency the Right Hon. the Earl of Derby, 
Principal Secretary of State for Foreign Affairs 
of Her Britannic Majesty’s Government. 


~ No. 1. 


Tue Costa Rica Government Six PER Crnr. Loan. 


Contract between the Government of the Republic of Costa Rica, and Messrs. 
Bischoftsheim & Goldschmidt. 


Turis Deed, made the Fifth day of May, One thousand Eight handred: and Seventy-one, 
between his Excellency, Don Carlos Gutierrez (hereinafter called the Minister), Envoy 
Extraordinary and Minister Pienipotentiary of the Republic of Costa Rica to the Court of 
Her Britannic Majesty ; and Special Commissioner, duly authorised hy powers conferred 
upon him by his Excellency Don Tomas Guardia, the President of the Republic of Josta Rica, 
and acting for and on behalf of the Government of the said Republic (hereinafter called the 
Government) of the one part, and Henri Louis Bischoffsheim of London, acting on behalf 
of his house of “ Bischoffsheim & Goldschmidt,” hereinafter called the « contractors,” of 
the other part. Whereas on the Thirteenth day of February, One thousand Eight hundred 
and Seventy-one, a power or authority in the Spanish language was granted by his Ex- 
cellency the President of the Republic, which, translated into English, was as follows : 
“ Tomas Guardia, General of Division, and President of the Republic of Costa Rica. 
Considering the urgent necessity which exists to improve as speedily as possible our means 
of communication buth with the Pacific and Atlantic Oceans, and that of carrying out other 


reproductive 
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veproductive works of public utility, with the object of speedily developing the abundant Appendix, No. 23. 


elements of riches which the country contains, keeping in view that in order to realize all 
the undertakings which the inerease of our commerce and agriculture demands, the national 
treasury is in need of the necessary resources, and that consequently it becomes necessary 
to seek them from foreign capitalists, has thought fit to resolve that a loan be negotiated 
in Europe not exceeding the sum of one million pounds sterling, net. To this end full and 
ample powers are conferred upon Don Carlos Gutierrez, Envoy Extraordinary and Minister 
Plenipotentiary of the Republic of Costa Rica to the Courts of London, Paris, and Brussels, 
to affect the negotiation of the said loan, and to make and sign whatsoever agreements and 
contracts he may deem advisable for the realization thereof, and to issue and sign in the 
name of the Government of Costa Rica such bonds as may be created to represent the said 
one million pounds sterling. Given at San José, in the National Palace, signed with my 
hand, sealed with the Great Seal of the Republic, and countersigned by the Minister for 
Foreign Affairs, on the Thirteenth day of the month of February, One thousand Eight hun- 
dred and Seventy-one. And whereas the Government has determined to raise in Europe 
the above loan in British sterling money: And whereas, for the purpose of raising the 
above loan the Government has proposed to the contractors to purchase from the Govern- 
ment an annuity forthe period, and upon the terms hereinafter mentioned, which the con- 
tractors have agreed to do: And whereas in order to carry into effect the said proposal 
and agreement, and to define the terms upon which the loan shall be raised, the parties 
hereto have agreed to enter into these presents. Now these presents, witness and each of 
the parties hereto hereby covenants with the other of them, as follows: 


Article 1. In order to give effect to the objects abovesaid, the Government hereby sells 
and grants to the contractors and the contractors hereby purchase an annuity during twenty- 
five consecutive years of such amount not exceeding eighty-four thousand pounds in the 
whole as the contractors shall in manner hereinafter mentioned from time to time elect to 
purchase. The said annuity is to be paid half-yearly in London, in British sterling, in 
equal monthly instalments, on or before the first day of every calendar month in every 
year during the continuance thereof. The first of these payments to take place on the 
first day of September subsequent to the issue of the loan. 


Aiticle 2, The purchase price for the said annuity shall be Five hundred and Sixty thou- 
sand pounds if the contracts shall elect to take the whole thereof, but a deduction shall be 
made from the amount of the said purchase price proportionate to the amount of the said 
annuity, which the contractors shall not elect to take, and shall be made in the following 
manner :— 


Article 3. The contractors shall pay to the Minister or other the duly authorised agent 
of the Government Twenty-one thousand Five hundred pounds on the signing of this con- 
tract, and on or before the third of August now next ensuing, shall declare by letter ad- 
dressed by post to the Minister at the Legation in London what proportion of the said 
annuity they intend to take in the first instance, and shall thereupon pay to the Minister, 
if duly authorised to receive the same, or other the duly authorised agent of the Govern- 
ment, one half of the purchase price of so much of the annuity as the contractors shall so 
take, and the remaining half of such purchase price shall be payable and paid to the 
Government in manner just mentioned, within four months next thereafter. And as to the 
residue of the said annuity in respect whereof no such declaration shall be made, the same 
shall remain at the option of the contractors either wholly or in part for the period of 
eighteen months next after the abovesaid declaration, and such option may be exercised 
either at one time or from time to time during such period of eighteen months. Payment 
in respect of so much of such residue as shall be from time to time taken shall be made by 
six equally monthly instalments next after any option shall be declared. 


Article 4.—The contractors ate hereby authorised in the name, and on behalf of, the 
Government to issue a loan or loans (according to their discretion) to be represented by 
bonds of the Government to bearer, and to open, or cause to be opened subscriptions in 
London, and such other places in Europe as they may deem advisable for issuing such 
bonds. 


Article 5. The said annuity, or so much thereof as the contractors shall from time to 
time have elected to take, is to be applied in payment of the principal and interest secured 
by the said bonds which are to be issued in such amounts, and at such rate of interest, and 
to be made redeemable at such times and in such manner that the whole amount of the 
loan for the time being issued shell be paid off with the interest thereon out of so much of 
the said annuity as the contractors shall for the time being have elected to take, and within 
the period of the said annuity, and so that the Government shall never be under any other 
liability by reason of the said bonds than for the payment of so much of the said annuity 
as the contractors shall from time to time have elected to take. But the contractors may 
fix the nominal amounts of the said bonds, and the rate of interest which the same shall 
carry, and may distribute so much of the annuity as they shall have elected to take 
between the interest and sinking fund, in accordance with their convenience, provided that 
the total sum which the Government, by reason of the said bonds, undertakes to pay 
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annually does not exceed the stipulated annuity, or so much thereof as the contractors 
shall from time to time have elected to take. 


Article 6. The bonds shall be for such amounts or sums as the contractors may choose 
to fix. Their value shall be expressed in pounds sterling. . The bonds shall be. issued. in 
English, and shall be signed by the Minister, or a special agent of the Government. The 
form of the bonds shall be in every respect in conformity with the requirements of the 
exchanges of Europe, where the loan may be issued, and in particular with that of the 
London Stock Exchange. They shall have half-yearly coupons attached to them payable 
in London and elsewhere, as the contractors shall designate. The Minister will also. 
execute such general bond for securing the said loan, and declaring the terms thereof, as 
the contractors shall require. 


Article 7. The expenses of printing the bonds, the cost of issue, in fact every expense 
caused directly or indirectly by the issue of the loan, shall be borne by the contractors, 


Article 8. The regular payment of the said annuity, or so much thereof as the con- 
tractors shall from time to time have elected to take, being the sums requisite for the 
interest and sinking fund of the said loan is guaranteed by the entires revenues and assets 
of the State of Costa Rica, including its customs and other duties and imposts, and all 
its other revenues and its domains. The holders of the bonds for this loan or loans are 
hereby declared to be entitled to a first lieu on the above-mentioned objects, the State of 
Costa Rica not having any other debts. 


Article 9. ‘To still more effectually assure the accomplishment of the engagements 
entered into by the Government of Costa,Rica, the latter will pledge asa special guarantee 
the import and export duties accruing from the customs of the Ports of Punt Arenas on the 
Pacific Ocean, and all the other ports and places where custom dues are or may be for the 
time being levied or leviable within the the Republic of Costa Rica. : 


! 
Article 10, The Government declares that the revenues from the foresaid eustom-houses 
of the Republic amount annually to upwards of four hundred and six thousand eight 
hundred and ninety-nine’ dollars, equal to about eighty-two thousand pounds British 
sterling, and the Government declares moreover that the revenue from the custom-houses 
is entirely free from every charge. 


Article 11. With the view of assuring the prompt remittance of the annuity, the Govern- 
ment of Costa Rica hereby authorises the contractors to nominate an employée or 
receiver at each one of these‘ customs-houses of the Republic. These receivers or 
employées shall countersign the receipts delivered by the Receivers of Customs, and collect 
the duties until they amount to the sum requisite for the payment. of the annuity, and 
shall, if required by the contractors, hand these over to the British Consul for the time 
being in the City of St. José in the said Republic, who will remit them to the contractors 
at their counting-house in London monthly. Should the British Consul be unable or 
unwilling to undertake this office, it shall be confided to the nominee of the contractors. 
on behalf of the bondholders ; but the contractors will not incur any personal responsibility, 
liability, or trust whatsoever; and the moneys received shall be at the risk of the Govern- 
ment until the same are paid to the contractors at their counting-house in London... Every 
receiver so appointed as aforesaid shall be deemed to be the agent of the Government, and 
not of the contractors or the bondholders. ) 


Article 12. The collection of these duties on account of the annuity shall commence on 
the first day “of August next. 


Article 13. To facilitate still further the payment of the annuity, and to diminish as much 
as possible the transmission of money, the coupons on the bonds for the current half-year, 
or any overdue coupons, are to be accepted as payment in cash at par at all the eustom- 
houses of the Republic. | Sreaereeny 


Article 14, The Government of Costa Rica undertakes not. to reduce either the import 


-or export duties before the whole of the loan is paid off unless a committee, nominated by 


the majority of the bondholders of the loan, shall give their consent to it. 


Article 15. The amount of the annuity for the first year shall be retained by the con- 
tractors from the last instalment of the purchase money thereof, and the Government 
engages that the contractors shall always retain in their hands in advance the amount 
necessary for the yearly payment of so much of the annuity as the contractors have elected 
to purchase. . : 


Article 16. The Government of Costa Rica undertakes never to levy either in or out of 
the Republic any duty or impost of any nature whatever upon any of the payments the 
Government will have to make in execution of the present agreement. 2 ae 


Article 17. The Government, moreover, solemnly binds itself that the annual amounts. 
due in re-pect of the said annuity shall be paid and the securities shall be maintained 


intact under any circumstances, whether the country be at peace or war, and whether the - 


holder 
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holder of one or nore of the bonds of the loan be or be not a subject of the Government 
with whom the Government of Costa Rica may be at war, or with whom diplomatic rela- 
tions may not be establisheil or may have been broken off. 


Article 18. The contractors have the right of transferring the present agreement to 
another house, who will assume their lien and place as if their names were attached to the 
present agreement. 


Article 19. As the loan is to be made for the purpose of public works in the Republic 
of Costa Rica, the Government hereby obliges itself and solemnly engages that all the works 
of art and equipments necessary therefore shall be purchased in England and through the 
agency of the contractors. 


In witness whereof the said parties have hereunto set their hands and seais 
the day and year first above written. 


(signed ) Carlos Gutierrez, 
Minister Plenipotentiary of Costa Rica and 
Commissioner under full powers. 


Seal of 
the Costa Rica 
Legation. 


(signed) Bischoffsheim and Goldschmidt, 
for H. L. Bischoffsheim. 


Signed, sealed, and delivered by the said Don Carlos Gutierrer, and by 
the said Messrs. Bischoffsheim and Goldschmidt, and the seal of the 
Republic of Costa Rica was affixed in the presence of 


(signed) John Bruce Lindsay, 
Tho, Frost, 
Clerks to Messrs. W. & H. P. Sharp, 
92, Gresham House, Old Broad- treet 
London, E.C. 


Received the day and year first above written of and from the above-named} 
contractors the sum of twenty-one thousand five hundred pounds shove| £. 21,500. 
mentioned, to be paid by them to me. 

(signed) Carlos Gutierrez. 
Witnesses. 
(signed) John Bruce Lindsay, 
Tho. Erost. 


It is a true copy. 
Raman de Silva Ferro, ; 
Secretary of the Honduras Legation. 


Note.—The amount of 21,5007. (twenty-one thousand five hundred pounds) mentioned 
in the contract, for which a receipt appears in the contract, was left in the hands of Messrs. 
Bischoffsheim and Goldschmidt, as expressed in the enclosed copy of letter, which letter 
was sent on the 3rd of October 1871 by Messrs. Bischoffsheim and Goldschmidt to the 
Government of Costa Rica. It must likewise be stated that Messrs. Bischoffsheim and 
Goldschmidt paid that sum directly to the Government of Costa Rica, as it appears in the 
accounts which Messrs. Bischoffsheim and Goldschmidt presented to the Government, and 
in the accounts which the Government presented to the Congress. It must also be added 
that in all matters connected with the accounts of the loan, Messrs. Bischoffsheim and 
Goldschmidt corresponded and understood themselves directly with the Government of 
Costa Rica without the Minister having had any intervention in the aforesaid accounts or 


management of the funds proceeding from the loan. 
P F Carlos Gutierrez. 
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Tue Costa Rica GovERNMENT 6 PER Cunt. LOAN. 


Issue of 500,0007. Nominal Capital, in Bonds to Bearer. Redeemable at par, by means of 
a Cumulative Sinking Fund of 2 per cent. per annum, in Half-yearly Drawings Interest 
payable on 1st May and 1st November. Issue Price, 72 1. per cent. 


Messrs. Bischoffsheim & Goldschmidt are authorised by His Excellency the Minister of 
Costa Rica at the Court of Her Britannic Majesty, empowered by the Government of Costa 
Rica, to receive subscriptions for the above loan at the price of 72 per cent. for each 100 7, 
stock, payable as follows :— 


5 per cent. on application. 


10 pe allotment. 

10 an Ist July 1871. 

10 Rs Ist August 1871. 

10 i ist September 1871. 

10 * 2nd October 1871. 

17 a5 1st November 1871, less half-year’s interest of 3 per cent. (deduct- 


ing income tax). 


72 per cent. 


The bonds will be issued, to bearer,in sums of 1,000/., 500/., and 1002. each, with 
coupons, payable half-yearly in London, on 1st May and 1st November. The first half- 
year’s interest will be paid on 1st day of November 1871. 

A sinking fund of 2 per cent. per annum upon the nominal amount of the loan, increased 
by the interest on bonds paid off, will be applied to the redemption of the loan at par, by 
half-yearly drawings. 

The drawings will take place on ist April and 1st October in each year, and the re- 
imbursements one month later. The first drawing is fixed for 1st October 1871, and will 
take effect on the scrip, as the definite bonds cannot be issued before 1st November, when 
the last call falls due. 

The Government reserves the right to increase the sinking fund at any time, and to apply 
such increase in redeeming an additional amount of bonds, either by purchase, or by 
drawings at par. 

Subscribers will have the option of anticipating the instalments, either on allotment, or 
on any of the dates when they fall due, under discount at the rate of 5 per cent. per annum. 
In default of payment of any instalment at its due date, all previous payments will be liable 
to forfeiture. In cases where no allotment is made, the deposit will be returned without 
deduction, and where an allotment is made of a smaller amount than that applied for, the 
surplus deposit will be applied towards the amount payable on allotment. : 

Scrip certificates to bearer will be issued as soon as possible against allotment letters 
and receipts, and, after payment in full, will be exchanged for bonds to bearer, signed by 
the Minisier of Costa Rica, at the Court of Her Majesty. 

The loan is secured on the general property and revenues of the Republic of Costa Rica, 
as well as by the special hypothecation of the customs dues of the State. The existing 
duties levied at the port of Punta Arenas, one of the custom-houses so hypothecated, 
amount to double what is required to meet tlie interest and redemption fund of the loan. 
At present there is no public State debt, this being the first and only public loan contracted 
by the Government. 

The principal and interest are specially exempted from all taxation by the Government 
of Costa Rica, and the coupons when due, will be accepted in payment of duties as cash at 
par, at all the custom-houses of the Republic. 

The general bond, signed by the Minister, together with the powers he holds, will be 
deposited at the Bank of England. . iy 

Subscriptions for the loan will be received in London on the 9th and 10tb May iastant,. 
a country applications, if posted on the 10th instant, will be admitted on the following 

ay. 
The object of the Government in contracting the loan, is the construction of roads, piers, 
and other works of public utility in the Republic, upon which considerable sums have 
already been expended, and to provide direct and easy communication between the interior 
and the Atlantic seabord. 

The chief exports from Costa Rica are coffee, renowned for its quality, tobacco and sugar. 
These are now almost entirely shipped from the ports on the Pacific, which are more than 
twice the distance from Europe, by water carriage, than the Eastern Coast of the Rupubliec. 
By carryinz out the works the Government have in view a large portion of the produce 
of the country will in future be transmitted to Europe by the shorter route. This will tend 
greatly to improve the commercial intercourse of Costa Rica with the markets of Europe, 
and so increase the revenues of the State, and prosperity of the people, by the development 
of the industrial resources of the country. The population is undoubtedly among the most 
industrious and thriving of all the Spanish American Republics, and since its independence 
the State has promptly fulfilled all its obligations. 


Costa 
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Costa Rica was the first of the Republics of Central America to discharge its proportion 
of the Central American (English) debt. 

The Government expect that independently of the customs dues at the several ports of 
the Republic, the tolls to be derived from the important public works above referred to, 
will alone be sufficient to meet the obligations of the loan. It is the intention of the 
Government to lay outa considerable part of the proceeds of the loan in England in the 
purchase of materials required for carrying out the public works in question. 


a 


ee 


Forms of application can be obtained at the Counting-house of Messrs. Bischoffsheim 
and Goldschmidt, Founders’ Court, Lothbury, London, E.C.; of Messrs, P. Cazenove & Co., 
52, Threadneedle-street, E.C.; or The Imperial Bank, Limited, Lothbury, E.C., by all of 
whom applications can be received. 

The authorised and other official documents may be inspected by any intending sub- 
scriber at the office of Messrs. W. and H. P. Sharp, of 92, Gresham House, Old Broad- 
street, London. 


Founders’ Court, E.C., 8th May 1871. 


No. 


‘Tue Costa Rica GoveRnMENT 6 Per Cent. Loan. 


Issue of 500,000 2. Nominal Capital, in Bonds to Bearer. 
pas Sta EM a Gata ING poe 


Form of Application. 


To Messrs. Bischoffsheim & Goldschmidt, 
Gentlemen, 
Havine paid to the Imperial Bank, Limited, Lothbury, London, the sum of 
as a deposit on my application for £. stock of the 
above loan, I request that you will allot to me, in the terms of your prospectus, dated 8th 


May 1871, that amount or any less amount, and I engage to accept the amount so allotted, 


and to pay the further instalments thereon; and in default of due payment of instalments, I 
agree that my previous payments shall be liable to forfeiture by you. 
Nether ae ee sail A 
ied easeumeen wen AOR Ses, To 'geiing Yon I” 
Description 
Sig Matee ee ee 
Addition to be filled up if the applicant desires to pay in fall, 


I desire to pay up my subscription in full, discount at 5 per cent. to be allowed thereon for 
the intervening period. 


real 


Signatu re eee 


Toe Costa Rica GoveERNMENT 6 PER Cent. Loan. 


Issue of 500,000 2. Nominal Capital, in Bonds to Bearer. 


Bankers’ Receipt. 


No. 
May 1871. 
REceEIveD of ‘ Be wi . 
the sum of for account of Messrs. Bischoffsheim & Goldschmidt, 
being the depusit required on application for an allotment of £, of the 


above said loan, ; £3) 
For the Imperial Bank, Limited. 


0.64. 30 
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Tne Cosra Rica GOVERNMENT 6 PER CEnt. Loan. SeEconp Issus. 


Issue of 500,000 LZ. Stock (nominal), in bonds to bearer, redeemable at par, by means of a 
cumulative sinking fund of 2 per cent. per annum, in half-yearly drawings, interest 
payable on Ist May and 1st November. Issue price 74 Z. per cent. 


The important public works for which the former loan of 500,000 4. was issued, have 
progressed with such rapidity that the Government of Costa Rica has determined to make 
a second issue of 500,000 J, Six per Cent. Stock, in order that the construction of the rail 
way now in progress to the Atlantic Ocean, and other works of utility for developing te 
industrial resources of the country, may continue to be pursued with the utmost vigour. 

Messrs. Bischoffsheim and Goldschmidt are therefore authorised by his Excellency the 
Minister of Costa Rica at the Court of Her Britannic Majesty (empowered by: the 
Government of Costa Rica) to open subscriptions for the above loan, at the price of 74 per 
cent. of each 100 Z. stock, and to offer the same preferentially to the holders of the stock of 
the former loan, who shall be entitled to claim an allotment thereof equal to their respective 
holdings. 

The terms of subscription are as follows :— 

5 per cent. on Application. 


10 * Allotment. 

10 . Ist December 1871. 
10 3 Ist January 1872. 
10 S Ist February 1872. 
10 ie Ist March 1872. 


» 2nd April 1872. 
; 9 “3 1st May 1872, less half-year’s interest of 3 per cent. (deducting 
— Income Tax). 
74 per cent. 


In order to avail themselves of this privilege, it is an essential condition that the present 
holders of stock should comply with the following terms :— 


ist. They must, as proof of ownership, present for registration the bond or scrip 
certificates of the fitst issue at the offices of Messrs. Bischoffsheim and Goldschmidt, 
' Founders’ Court, Lothbury, E.C., on or before Saturday, the 21st instant, after which 
date their right to an allotment of the present issue will be absolutely forfeited. The 
person so registered will be deemed the holder, to whom the allotment will be made. 
2nd. They must sign the Annexed Form (A) of Application, and deposit it on or 
before Saturday, the 21st instant, at the Imperial Bank, Limited, together with 6 per 
cent. on the amount applied for. 


Applications will be received from the general public on the annexed Form (B). 

If any portion of the stock now offered be not claimed within the specified time by the 
holders of the first issue, it will be allotted at the same price to the general public. 

The present loan is secured on the general property and revenues of the Republic of 
oes Rica, as well as by the special hypothecation of the free customs dues of the 

tate. 

The representative of Her Britannic Majestyin Central America, in accordance with the 
conditions of the general bond of the former issue, is already in receipt of the customs dues 
hypothecated to the first issue, and will take charge of those belonging to the present 
issue. 

The principal and interest are specially exempted from all taxation by the Government 
of Costa Rica, and the coupons, when due, will be accepted in payment of duties as cash 
at par, at all the custom houses of the Republic. 

The general bond, signed by the Minister, together with the powers he holds, will be 
deposited at the Bank of England. 

The bonds will be issued to bearer in sums of 1,0002., 5002. and 1002. each, witn 
coupons payable half-yearly in London on 1st May and 1st November. ‘The first half- 
year’s interest will be paid on Ist day of May 1872. c 

A sinking fund of 2 per cent. per annum upon the nominal amount of the loan, increased 
by the interest on bonds paid off, will be applied to the redemption of the loan at par by 
half-yearly diawings. : 

‘The drawings will take place on the 1st April and 1st October in each year, and the 
reimbursements one month later. The first drawing is fixed for the 2nd April 1872, 
and will take effect on the scrip or the definite bonds, the numbers of which will be 
identical. Song 

The Government reserves the right to increase the sinking fund at any time, and to apply 
such increase in redeeming an additional amount of bonds, either by purchase or by 
drawings at par. 

Subscribers will have the option of anticipating the instalments, either on allotment or 
on any of the dates when they fall due, under discount at the rate of 5 per cent. per annum. 


In default of payment of any instalment at its due date, all previous payments will be 


hable to forfeiture, 
_ If all the stock is subscribed for by the holders of stock of the former loan, and if no 
allotment be made to an ordinary applicant, the depusit will be :eturned without deduction, 
and 


(Nos. 


Stock (Nominal) of the First Issue. 


E 


The Applicant has presented to us 


for 
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and where the allotment is made of a smaller amount than that. applied for, the surplus Appendix, No. 23. 
deposit will be used towards the amount payable on allotment. 

Scrip certificates to bearer will be issued as soon as possible against allotment letters 
and receipts, and after payment in full will be exchanged for bonds to bearer, signed by 
the Minister of Costa Rica at the Court of Her Majesty. 

Subscriptions for the loan will be received from the 19th till the 21st October instant. 

Forms of application can be obtained at the Counting-house of Messrs. Bischoffsheim 
and Goldschmidt, Founders’-court, Lothbury, London, B.C. ; of Messrs. P. Cazenove and 
Co., 52, Threadneedle-street, E.C.; or of the Imperial Bank, Limited, Lothbury, E.C.; by 
all of whom applications can be received. 

The wuthorised and other official documents’ may be inspected by intending subscribers 
at the office of Messrs. W. & H.P. Sharp, 92, Gresham House, Old Broad-street, 
London. 


Founders’-court, E.C., 18 October 1871. 


To te retained by the Bankers, 
(AL) 
Borm of Application by Holder of Scrip Certificates or Bonds of First Issue. 
. No. 


THe Cosra Rica GoveRNMENT 6 PER CENT. Loan, SEconp Issux, 


Issue of 500,000 2. Stock (Nominal) in Bonds to Bearer. 


Form of ‘Application. 


To Messrs. Biscboffsheim and Goldschmidt. 


Gentlemen, 

HAVING presented to you for l. 
Nominal First Issue of the Stock of the above Loan, belonging to ; 
request that you will allot to in the terms of your Prospectus, dated 18th October 
1871, the same amount of 1. Nominal in the above said Issue of 500,000 J. 
Stock (Nominal), upon which have paid tiie deposit to the Imperial Bank, Limited, 
amounting to l., and engage to accept the amount so allotted, and to 
pay the further instalments thereon, and in default of due payment of instalments 
agree that _ previous payments shall be liable to forfeiture by you. 


Name 


BAN lige cpte er a Ee 


Description 


Signature 


Addition to be filled upuf the applicant desires to pay in full. 


desire to pay up subscription in full, discount at 5 per cent. to be 
allowed thereon for the intervening period. 


ots cy UU pained SOAs, Ay er 5 aeRO 


To be retained by the Applicant. 


Tue Costa Rica GOVERNMENT 6 PER CENT Loan, Seconp Issur. 


Issue of 500,000 /. Stock (Nominal) in Bonds to Bearer. 


Bankers’ Receipt. 


MID) ee SB 
October 1871. 
‘REcEIVED of the sum of 
1. for account of Messrs. Bischoffsheim and Goldschmidt, 
being the deposit require on application for an allotment of l. of the 


above said Loan. 
For the Imperial Bank, Limited. 


0.64, , 302 
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ppendix, No, 23. 


To be retained by the Bankers. 


(B.) 
Ordinary Form of Application. 
No. : 


Tur Costa Rica GOVERNMENT Six PER Cent. Loan, Seconp IssuE. 


Issue of 500,000 2. Stock (Nominal), in Bonds to Bearer. 


Form of Application. 
To Messrs. Bischoftsheim & Goldschmidt. 


Gentlemen, 
Havine paid to the Imperial Bank (Limited), Lothbury, London, the sum of £. 

as a deposit on application for £. stock of the 
above loan, request that you will allot to in the terms of your prospectus, 
dated 18th October 1871, that amount or any less amount, and engage to accept the 
amount so allotted, and to pay the further instalments thereon ; and in default of due pay- 
ment of instalments, agree that previous payments shall be liable to forfeiture 
by you. 


Name 
Address 


Description 


Signature- 


ADDITION to be filled up if the Applicant desires to pay in full. 


desire to pay up subscription in full, discount at 5 per cent. to be allowed 
thereon for the intervening period. 


Signature 


To be retained by the Applicant. 


Tar Costa Rica GoveRNMENT Six Per Cent. Loan, Seconp Issue. 


Iésue of 500,000 2. Stock (Nominal), in Bonds to Bearer. 


No. - 
Bankers’ Receipt. October 1871. 
RECEIVED of 
the sum of> for account of Messrs. Bischoffsheim & Goldschmidt, 
being the deposit required on application for an allotment of £. of the 


above said loan. 


For the Imperial Bank (Limited). 


£. : 


—————————— EEE 


2. 


Extract from a copy of a Letter addressed to the Minister of Foreign Affairs for the 
Government of Costa Rica. 


. Founders’ Court, Lothbury, London, 
3 October 1871. 
Ir will be remarked by your Excellency that the sum of 21,500 l. for which his Excel- 
lency Don Carlos Gutierrez gave an acknowledgment on the contract, has not been taken into 
account, the same having been refunded by Don Carlos to us. Otherwise the proceeds of 


the loan would have been 21,500 / 
We have, &c. 


(signed)  Bischoffsheim § Goldschmidt. 


It is a true copy. 


London, 12 March 1878. (signed) Carlos Gutierrez. 


oo 


- 
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No. 3. 
Translation. 
(S.) 
Dr, Bischoffsheim and Goldschmidt, as Bankers. Cr 
£. g dy co en Sala 
To the Supreme Government of By Bills drawn up to Date and 
Costa Rica for Loan negotiated Sums received gh poreiag to 
in London’ - - = 9) 4560; C007 = = Details - - - | 487,870 19 7 
By Balance - - a - 72,629, —' 76 
£. | 560,000 - — £. | 560,000 - — 
National Palace, San José, 30 April 1872. 
(G.) 
Fort Supreme Government of Costa Rica. Cr 
£. $2 ia. eS a tele 
To Loan negotiated in London - | 560,000 — — By Railway, paid to E. M. Keith, 
on account of Contract - - | 833,040 10 — 
By Redemption of Loan - - 88,500 — — 
By ep esos in ar National 
Bank - -| 115,830 9 7 
By Reserve Fund i in Sveudon -| 72,629 - 5 
£. | 560,000 - — £. | 560,000 -. — 
National Palace, San José, 31 May 1872. 
BILLS DRAWN. 
Days . 
Date. Sight To the Order of Premium. —— 
a a a a 
1871: Per Cent. £8.15 Oe 
22 July.- - - 90 Lanman & Kemp - “ s 10 136 18 9 
7c - - 60 Hubbe & Gritzeli - - - - of OO). See 
DAL yah om - - ay - ditto - - - - - » 00 OMe 
G4. a Bag, -. | - + UG este nae ofa ” Lg i ile 
24 ” ? ° ‘} 9 an ditto < a 3 i = ”? 500 Ti a 
Dt OE i - - - - ditto - “ - - - ” COON 
D4. tote - - S - ditto - - - - - on SKUKO Se tes 
24 9 - = > ” Adolfo Knohr = = - - 99 CHOI). Fat 
24, 3 tne '° vat ” - ditto - - - E : es 450 - - 
24 ” 4 = * ” ” ditto a bd » ' - ” 1,000 Fa 7 
Oe ay ae - - Hf ~ ditto . - - - - » ESeUO mou Oe 
py ae ae - 90 Joaquin Fernandez - - - ” LCi tine 
Cy Wade - - 60 Hiibbe & Gritzell - - - - os O00 UR 
24 » ° = - 90 P. N. Merino - - - of 2008 es 
OB rae ves - - 5 Van Niiffel, Van Dyck & Co. = rs SUQMA= = 
96.) a - - 60 ayy Clavers & Co. - = - = Sah sf 1,518 10 8 
26 <3.) - - = - ditto - - ~ - - »” TaQte 
Ey Mayen - - 90 José Merino - - - - - ” NOL Salts 
Sly yee hy ” “eg GICEO ne ei hene a caahitmy | o ” ean 
Sle pwae - - = - ditto - - - - - my 2D, IS oe 
Shae > | = : Serie ee ee Cae Ho s oe = 
4 August - - 60 J. Ricardo Casorta - - - F, sco = = 
eee = A 90 José Moreno - - = c ” UO aes 
ES aE 8 - - 60 Morrell & Mason - = - : is 400 -— — 
T. ysy eed - 3 E. W. Allpress- - - % 500 - - 
CS a ic: - - - Van Niiffel, Van Dyck & Co. - is 400% —- = 
1 ee cs 2 e ita Co. - = = > ” ee ae 
14. 4g “ani - » Juan Knohr - - - - ot bye 1g 400 - - 
La een er t= x Saray tesa so ath wk 400%.) RS 
Lei jae ae - - is Guillermo Nanne - - - - 700 - — 
168) Saltese <= - 2 Carlos H. Bevers - - - - ” 1,500 - - 
0.64. 303 
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Bitts DrawN—continued. a } 
Oe ee ee Se 


Days’ remium, ee 
Date. Sieh Z To the Order of . Premiu 
Cs NaN TRATES: Oh FEAL ETTORE PGE DMC WPT ae 
1871: Per Cent, Yee way A 
16 August - 2 90 James McKay - - - - 10 Sm 12 6 
£6 b 1, - e 60 Guillermo Nanne - - - - » 1,006 - - 
162, 38 tea = scant tawadine. “fess aarti aie Mn “a Poa 
NG. 55.) - = Fe - ditto - - - - - ”» 1,000. - .- 
W653 cg eS 3) GR. WE Pe ee ee Be Ps 10900 
16-< 45 s : i - ditto - - . - ; 645 9 1 
23 — _ = = 80 Henry Meiggs ong - - - ~ 170,000 -— — { 
CH i Bie i s. 60 José Antonis Pinto - < - 10 100 — — 
26. a a os Marcial & Co. ee “. 2 - - 1,144 - —- 
2Ee ce = : ip Minister of Foreign Affairs - - - 300 = — 
Peas E s _ Mariano Castro - + . 2 10 SOON 
288 ,, Aas :s eed ERE went tart (Se oleae i. tie 
960", i 3 i =P ditto WOE. +2 PS oe 200° = 
g8° 5: s bs 2 - ditto - = = - - % 200 —' - 
28 oy pao 5 a i alla a ll a i 200i) > - 
28 ” = - »” = ditto Daa = dl oi ia ” : 200 = aa, 
7 ae 2 ef . - ditto - - - - - s 300) = = 
28 _ i s 7 en, ditto fst : - - - ” : 200 ~~ - 
98 4, 5s > Martin Mérida ie - - - 3 0n—. — i 
ieee 3 : ” Paulino Ortiz trijo - - . » 500 - = 
2. September - 60 José Moreno - - . -| 10 160 -— - 
See - - 90 Francisco Alvarez . - - Pr 60 ~ = 
fas - - 60 Espiritusanto Solera - - - 9 BOO. aa! = 
apes a i, Dh sm ee be a $00. = 14 
orl - - ” Jesus Jimenez - - enna of IO er om 
age Be - - ” Manuel J. Carazo - - - - a 4 1,000 -— -- 
1285 - - 90 Joaquin Fernandez - - - 9 1,600 - - | 
15° Sey | We a ee oe gg eS Ga oa 400/ = < 
18-40% y 90 José di Ieaza - - - - ” OO miei 
i ae FF - - 60 Manager of the Bank, Anglo-R.C. - 74 3,500 — — 
1 = = ” - ditto - - - - - ” 8,500 ~ —- , 
4-6; - a - ditto - - - - - ” 21,000 - — j 
1a ee oe eae ” RR nee mn OF 4,000 = - 
TSE gs - - » Francisco Torres = - - - 9 650 - - | 
Ter h = 3 ” Indalecio Maliano ~ - - AS 100). — | = 
18 * od + - ditto . - - - - 9 ; 100 — - ; 
ayes oly a caeal Petite: toh Gas, Sa ae 106 4 — 
LS ag; - E - - ditto - - - - - 5 100°- —- . 
eds abs my = “dite 2h) eh paige bs 3 100° sv | 
isles ake ‘ aTuditte. vO Mee WA 4. ‘3 200 — = ' 
eae es = ” -. ditto - - - - - ” 200 - - : 
re" "3 2 é op - ditto - : - - - iS 200 = = ? 
ist. - - » _= ditto - - - - - 5 200 — = 
es oS get ies ifto®, geek ee) ae rads 200 = - | 
18155, : B: F - ditto ~ - - - - » 250 = — | 
OOO sae be - ” Manuel J. Carazo - - - 74 1,000 -— = 
GRE sh - = op - ditto - - - - - ” 800 - ~~ 
eee 2 2 3 - ditto ao - - - - » 200 # = 
225 a - - 5 José Merino - - - - ” 4005 2 <= 
> ee ara a - 7 diets. | ROUT Ogos >. 2 400 
22 = = 9 - ditto - - - - - 5 800 = = 
CT eee aiatd fi -idjete’ 5, ROME AT ee 1. 2 ts 300. » 4 
Ge aes i (Bb 3 «BO PEL SAE aS MEY | Ry es: ° 200. at 
22) = & = + - ditto = - . : - ” 200 -—- —- 
22, Bh 3 a Mita care | iris a aes oc) a 200 + - 
93°. ,, - - 3 José dilcaza = - - - 10 150 = - 
25. 3, - - 90 Guillermo Molina - - - - ” 20 = - 
a ae - ES e Gustavo A. Meinecke - - - Se 20 a. 
Biberas - - o M. Alvarado - - - - ” 100 — ~ 
SO ems, - - 5 Mariano Montealegre - - - 9 500 - —- 
14 November - 90 AngloeCosta Rican Bank ~~ - - 9 8,500 - - 
Ai ee eS 3 Heury Meiggs Keith - - - 56,000 -— — 
em 55 -\ ie 30 Mannel Alvarado - - - “s 10,000 = - 
2s : -. 60 - - ditto - - = . = bp 10,000 = — 
ie sai ke - - 90 - - ditto’ - - - - - be 500g  - 
ar si - - 60 - - ditto - - - - : i 5,000 - - 
DA ce 59 - - Fy - - ditto - - = S - R 2,500 - = 


2a G), - - 90 - - ditto - y daily d re ” 2,500 oan 
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Bitts Drawn—continued. ° Appendix, No. 23. 
, ‘ 
Date. can To the Order of Premium. os 
\ 
1871: Per Cent, BH se Ve, 
15 December - a 90 Manuel J. Carazo = = ¥ 74 NOS 
15 ee nbk = - % Se MOV iD BE 9 i Ta 4h a aa rf 5000 
15 a S - 3 == <' ditto. - - - - - ” SOU a 
15 ae aed ” PS PCHLRLGM aMN mraa OT Ti) Wa NO Ne ” alla ak 
15 Oe ee sesh dint iis rie weaned le . 660 =) —- 
DEM MeneR Ma, Li) | In = ditto wert Pacledi given o- 13 240 — - 
15 ” - - ) Re = ditto - - - x - ” 100 - - 
16 ve - - ij Rafael Raminez - - . < 3,000 -— - 
15 ae - a Mannel Argiiello - - - é 10 800 - —- 
15 e - - op Joseph G. Meiggs - - = ” 2405 — — 
15 a - - Sy G.F. Willson - 2 x ” 250 - - 
16 “fs = 4 Py William Le Lacheur & ae - “ ” 000 — = 
16 fi - “ he Rafael Zaldivar  - - : = 9 500 = —- 
16 43 - 4 s Lorenzo Montufar - - - ” SB0N = — 
23 A, cs e - Bischoffsheim and Goldschmidt - ” 000 ~ —- 
23 rs ue 7 Fernando Estnever - - Stier 99 400 - - 
23 As - i '- Feodorico Juiras - - = - 74 200 = 
24 ” - - 4 Joaquin Fernandez - E é rf) Wi) 
24 ” - - ” Nicolas Rigenback - = 5 ” 300 - — 
1872: 
10 January - - 90 José Merino - - é - 73 ZO 
10 9? "4 i of B.A. Hurtado - - - - ss 1,754. - = 
10 Hy - - Pe Juan R. Carazo - - 5 - & T{000% == — 
10 ne oF) Vaebiou,, M. Perez and Obarrio - - - _ 3,000) 'ats. — 
10 3 - - Hs Jesus Solazar — - - - - - 2001): Hi 
10 wy a 5 José Maria Castro - - - 74 1,000 - ~ 
10 ” 5 4 José Duran - 2 “ - 5 i, LDR) es 
10 3 - - 5 José di Icaza - - - - i S10 fiestas 
10 i = - 5 Rafael Raminez - - - - + 80 - - 
Te A “ae 60 Thomas Farrar - = - - ” 120 ne 
15 ee ° - 90 Mercedes Bustos - - - = bs 140 -—- - 
15 ‘s = = 3 José Merino - - = - ~ 200 - - 
15 he S - s F. A, Hurtado - - x = 74 618 12 1 
15 - - Joaquin Fernandez “ = < OO mace as 
15 s “ - a. Lizano Brothers - . . - ” 00 
16 9 - - - José Duran - - “ - - 3 695") —--- 
16 3 - - i José di Icaza - - - 3 SOOT Ae 
25 6 : - | sight | Bischeffsheim and Caldechmidt - ~ 7,000.0 Sac. 
25 PS - - 90 C.de Murrieta & Co. - - - - 3,000 - —- 
25 el hase - * José Merino - - - - 7% 120 - - 
25 as ° - f Francisco, Brenes, R.- - - - “ 8,000 =>) — 
25 re Ea - Perez and Obarrio : = ~ 35 S000 si 
25 = = * Manuel Carazo Brothers ° e 7h 1000 - - 
25 es - - i Pantaleon Bouilla - - - ce WANN So 
6 February - - 90 Félix Gurdian — - - - - 74 1,000 —~ - 
6 a - - - Julian Castellon - + - = 4% 2,0r9 - —- 
6 s aes has A Mariano Montealegre - - - 5 200 -— —- 
6 3 - - ¥ Juliano Castellon - - - 5 1,100 - - 
6 i - - sf Francisco Solano - - - - fo 400 -— - 
6 - eek f= a Marcos Rojas - - - - i 800 - - 
6 e A - 3 Julian Castellon Brothers = > bess 250) =. = 
6 7 - - a Ribon and Muiioz - = - = 248 14 —-. 
6 sa - - cs Received in cash - - s 5 9 20,000 -— - 
15 hes - = 90 Mercedes R. di Hine - = - 7% 40 —- —- 
15 A - - 03 Bischoffsheim and Goldschmidt -|]. —- 7,000 — — 
me e 2 “ 90 William L. Lacheur and Son - ” 2,000, - - 
15 Hi - Pi Feodorico Juiros - - - - 74 1,000 — - 
24 i = S “ae William Witting - - = = 2,000 -— - 
24 P. - - es National Bank of Costa ee - 3 20,000 - —- 
15 March - - 90 Received in cash - “i 9 34,000 -— - 
13 % < fs sight Bischoffsheim and Goldschmidt - = 7,000 -— - 
15 ‘5 - é 90 Antonio Me Pradilla. - - 2 73 1,488 7 6 
15 fi Me ae eames ©7) José Antonio Pinto - = Bh ROE 200 - = 
ieee - - te Rafael Raminez  - ° - =! ‘a 500 = - 
iy = - om Gerardo Castro - - - a 50 — — 
ToS os “ - 60 M. Perez und OBarrio! - - - - 3,000 - — 
18 i i Z sight To the Minister Montufarin London & 100 - = 


£, |487,370 19 7 
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No. 4. 
(Translation.) 
Sir, National Palace, San Jusé, 5 July 1871. 
I wave had the honour of receiving your favour of 1st June, and the annexed draft of 


approval for the contract of loan. 
I sent you by last mail, under date of 24th June, the ae Se of the contract of loan, and 


of all that your Excellency has.done in regard to it. 

Tis approval was passed, not only by the President of the Republic and all his Cabinet, 
but also by the Council of State. 

If, however, it is necessary to send another approval, please to indicate to me the nature 
of that second document and the form in which your Excellency would like to have it 


drawn up. 
Tam, &e. 


His Excellency Setior Don Carlos Gutierrez, (signed ) Lorenzo Montufar. 
Envoy Extraordinary, and Minister Plenipotentiary 
of the Republic of Costa Rica in London. 


(A true copy.) 


(signed) Lamon de Silva Ferro, 
London, 12 March 1875. Secretary of the Honduras Legation. 


No. 5. 
(Translation.) 
Sir, National Palace, San José, 15 December 1871. 

By your Excellency’s obliging note of 1st November, the President of the Republic 
learns that the second part of the loan, to the amount of ‘another 500,000 /., was issued on 
the 5th of May, and that the success was brilliant for the credit of this Government. 

He has seen with interest the other documents to which the said note refers. 

Ail that has been done is found to be in harmony with the contract of 5th May, and 
therefore has met with the approval of the President. 

There is no doubt that your Excellency’s exertions, combined with those of Messrs. 
Bischoffsheim & Goldschmidt, have placed the credit of the country on an advantageous 
footing. 

‘The Government is disposed to make every sacrifice to maintain that credit. 

When once that credit is established, aud it is found that the Government of Costa Rica 
fulfils its engagements, there is no doubt that it will always be able to obtain the resources 
which it requires for the national works already undertaken or which may be undertaken, 

It is very satisfactorv to see that the credit of this Republic may now compete with that 
of others in a better financial position. 

As your Excellency indicates, the Minister of Finance will continue to act with Messrs. 
Bischofisheim & Goldschmidt’ with respect to the funds which are in their possession as 
proceeds of the loan. 

1 conclude by giving vour Excellency the well-deserved thanks for the active and fruitful 
part you have taken in the matters which interest the country. 

With the highest considerarion and great esteem, 

: I have, &c. 
His Excellency Don Carlos Gutierrez, (signed) S. Gonzalez. 

Envoy Extraordinary and Minister Plenipotentiary 

of Costa Rica, in London. 


(A true copy.) 


(signed) Ramon de Silva Ferro, 
London, 12 March 1875. Secretary of the Honduras Legation. 


No. 6. 
(Translation. ) 

Report presented by the Honourable Sefor Don Salvador Gonzalez, deccee of State for 
Finance and Commerce, to the Constitutional Congress of Costa Rica, on the 14th of 
June 1872. 

Extract, pages 37 and 38. 


IN banking house in London, that of Messrs. Bischoffsheim & Goldsehndes has 
undertaken a combination to result in establishing the credit of the country end making it 
known in Europe, and especially on the Exchanges of London, 

“ By that conibination, Messrs. Bischoffsheim & Goldschmidt have engaged to give 
this Government a sum of: money for which they are responsible, in exchange ‘for an annuity 
payable for a certain time, including redemption, interest, commission and brokerage con- 
nected with the issue of bonds of the Government of Costa Rica, to the amount of 
1,000,000 Z sterling, which the said Messrs. Bischoffsheim & Goldschmidt undertake to 
issue vn their own responsibility:at such time as they shall consider fitting for the success 


of the operation, and for the important purvose of not injuring the credit. 
“ It 
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“It may be easily supposed, that discredited and unrecognised as the country was, the 
endeavours to reinstate it have been as costly as they have been judicious, sufficient, and 
timely ; but whatever those costs were, the sacrifice of money was but very small in com- 
parison with the great object in view. 

‘Costa Rica could not attempt to enter at once into a competition of credit with other 
nations. It was a great deal, a very great deal, that our bonds should be offered for the 
first time, and that they should be quoted. 

“It is necessary to do justice to Messrs. Bischoffsheim & Goldschmidt, because they, 
on their own responsibility, as has been said, undertook to offer our bonds, and were able to 
bring into play those means which were to crown with success the primordial object of the 
business, which was to submit the credit of the Republic to proof, after judicious prepara- 
tion and promotion by the exertions and efforts of the Government agents in Europe, in 
making known the actual resources and the various means of development which it possesses. 

“The result exceeded all hope. Messrs. Bischoffsheim & Goldschmidt made the first 
and second issues of the loan agreed upon, at a figure which honours the country ; for our 
bonds were quoted as high as 4 per cent. premium. That result justifies the means. 

“The credit thus established, and the Government thereby encouraged, it ratified the 
contract for the railway, and began to make use of the funds intended {or it, and for which 
Messrs. Bischoftsheim & Goldschmidt had made themselves responsible. 

“ Those funds amounted to 560,000 7, and I am glad that [ am able to present you the 
accouiits thereof annexed, marked with the letter S, and the details with the letter G. 

“ By these you will be convinced, that from those funds, solely obtained for our railway 
undertaking, not a single cent has been taken to be applied to other purposes; and that, of 
the sums received, those which have not been placed at the disposal of Mr. Maiggs, are 
now safe in the National Bank, and helping to promote and facilitate matters of commerce 
and agriculture.” 


(A true copy.) 


(signed) Ramon de Silva Ferro, 
London, 12 March 1875. Secretary of the Honduras Legation. 


No. 7. ' 
(Translation.) 

Report presented by the Hon. Sefior Don Salvador Gonzalez, Secretary of State for 
Finance ani Commerce, to the Constitutional Congress of Costa Rica, on the 3rd of June 
1873, San José. 

(Extract from page 22 to page 25.) 


Loans. 


“Tam glad, Honourable Representatives, to be again able to give you the assurance 
that the proceeds of those effected have been wholly*applied to the purposes for which they 
were raised. 

“The annexed accounts which [ marked with the Nos. 9, 10, and 12, show the 
nominal sums for which they were realised, the net sums sent into the Treasury, and the 
application of those funds. 

“ With respect to the loanraised thtough Messrs. Bischoftsheim & Goldschmidt, or rather 
with respect to the sum contracted for with those gentlemen, I should have nothing to add 
to what I had the honour of stating to you last year, had it not been for an incident owing 
to the conduct of H. B. M. Chargé d’ Affaires in Central America, with the capacity of 
privateagent and-representative of theaforesaid houseof Messrs. Bischoftsheim & Goldschmidt, 
the said agent addressed reclamations to the Government, which, as they were quite un- 
founded, it was necessary to reject. 

“This incident is contained in the papers marked No. 19, amongst the vouchers appended 
to this statement. Allow me to call your attention to them, and excuse me if I enter into 
the details of the affair which is in substance very simple. 

“‘ From the time when the sum of 560,000 /. was contracted for with Messrs. Bischoftsheim 
& Goldschmidt, and the reciprocal engagements have been in course of performance on both 
sides, the Government has fulfilled its own by the monthly payment of the sums intended 
for redemption and interest, and the proportional retirement of the bonds issued by Messrs. 
Bischoffsheim & Goldschmidt in virtue of the contract; the monthiy remittances were made 
from August 1871, the time when they were to commence up to October last, inclusive, a 
period sufficient for the Government to have received information of the drawings which 
ought to have taken place in accordance with the stipulations and the purpose for which the 
monthly remittances were made. ; 

“It was this duty of this Government to keep itself acquainted with those operations, 
and Messrs. Bischoffsheim & Goldschmidt were bound to transmit the necessary information 
of operations so important for the credit and for the fulfilment of an obligatory duty. 

“ As that information was not received, the Government determined to retain the subsequent 
monthly remittances, and to provide for the security of the bondholders by other meaus in 
case Messrs. Bischoffsheim & Goldschmidt should not (though that was not to be supposed) 
have complied, as agents of the Government, with the stipulations for making the drawings 


and returning the bonds in proportion to the six monthly payments. 
0.64. 3P * Notwithstanding 


Appendix, No. 23- 


Appendix; No. 23, 


“ 


170 APPENDIX TO REPORT FROM THE 


«‘ Notwithstanding this, it was ordered that the account opened at the National Bank to 
meet the payments should be credited, and it was kept credited with the corresponding 
sums up to April last, as is shown im the annexed account, No. 18, 

“Mr. Edwin Corbett requested that an agent or receiver should be employed to take part 

in the collection of the Custom House dues, and he demanded the payment of the money 
retained. In spite of the just reasons which led to the retention, an offer was made to 
satisfy lim on this point, provided that the said Corbett could find means to guarantee the 
application of the funds remitted, which were the subject of bis reclamation; and-as fer the 
receiver, no such appointment being provided for in the contract, his request: was categori- 
cally refused. , 
( “Mr. Corbett protested, assuming the character of H. B. M. Chargé d’A ffaires, alto- 
vether irregularly and incompatibly with the private and mercantile position which he held 
in reference to Messrs. Bischoffsheim & Goldschmidt. To this protest am answer was 
returned, ignoring Mr. Corbett’s official character, and counter-protesting, as it was logical 
to do, from the consequences of the reasons which had caused the retention. 

There could be no other conclusion to an affair which, having no foundation, appeared 
to have been got up merely to serve the interests of a circle, and certain party intrigues 

“ Messrs. Bischoffsheim & Goldschmidt were very far from knowing that the only 
ability displayed by their agent was in wounding the dignity of the nation, and exciting a 
feeling most adverse to the interests which it was his business to support. s 

‘‘ At that time a representative of Costa Rica was on his way to London, with instructions 
to arrange this matter with Messrs. Bischoffsheim & Goldschmidt, and at their residence our 
representative received the report of what had taken place with Mr. Corbett. 

“At the first conference or interview with Mr. Bischoffsheim, that gentleman showed 
himself well-disposed, and endeavoured to remove the evil impression caused by the 
irregular intervention of Mr. Corbett. 

“The call that was next made for the payment of redemption and interest was the 
ist of May last year, and in order that that call should have the due effect, the Govern- 
ment. had made arrangements beforehand; but I can give the assurance. that Messrs. 
Bischoffsheim & Goldschmidt made that call, and that it was announced to the public at 
the proper time. 

“ The representative of Costa Rica, from whom the former communications have been 
received, must by this time have arranged this matter satisfactorily, and the Government 
expects to have the most favourable reports very soon. 

“On the supposition that the call should not have taken place, and Messrs. Bischoffsheim 
& Goldschmidt should refuse to inform the representative of Costa Rica of the previous 
operations for the redemption and retirement of bonds, then the Government had provided 
the means by which everything was prepared to protect the credit of the Republic, and 
afford security to the bondholders. 

“But, as I have just stated, Messrs. Bischoffsheim & Goldschmidt regretted Mr. 
Corbett’s conduct, and they made the call for the 1st of May in due time.” 


No. 8. 
_. (Registered.) 
Founder’s Court, Lothbury, London, 
Excellency, 7 July 1871. 

We beg to apprise you (which we have to request your Excellency to communicate to 
the Government of Costa Rica) that we have, pursuant to the contract, and the general 
bonds of the Costa Rica Six per Cent. Government Loan, appointed Mr, Edwin Corbett, 
Her Britannic Majesty’s Chargé d’Affairs and Consul General at Costa Rica, as our 
representative, and as the receiver of the duties and dues at the Custom Houses in Costa 
Rica, hypotiecated to the service of the loan. 

In informing your Excellency of this appointment, we feel assured it caunot fail to be 
a selection agreeable in every respect to your Excellency’s Government. 

We do not apprehend that any more formal communication is needed from us upon this 
subject, and that due credit shall be given to all the acts of Mr. Corbett, accordance with 
his appointment. . 

We are, &c. 

(signed) Bischoffsheim & Goldschmidt. 
To his Excellency Don Carlos Gutierrez, seein 
Minister Plenipotentiary of 
Costa. Rica, London. 


(This is a true copy.) 
12 March 1875. Carlos Gutierrez. 
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No 9. 
(Translation. ) 
National Palace, San José, 15 September 1871. 


Messrs. Bischoftsheim & Goldschmidt, London. 


Tue Hon. the Secretary of State for Foreign Affairs tells me as follows, in a note of the 
16th of August last : — 

“Senor Don Carlos Gutierrez, Minister of Costa Rica in London, has informed this 
office, under date of 15th July, that Messrs. Bischoffsheim & Goldschmidt have appointed 
the worthy Mr, Edwin Corbett as their representative to receive the funds with which the 
interest of the loan is to be paid. Mr. Corbett wrote to the undersigned on the 14th of 
July, requesting that the monthly instalments, of which the first payment of 3,500 1. be- 
came due on the Ist of August, should be paid into the Anglo-Costa Rican Bank, without 
prejudice to the correction of any mistakes which there might be in the matter, and about 
which he had already written to England. 

His Excellency the President has been pleased to direct the Minister of Finance to pay 
the 3,500 /. to the said Anglo-Costa Rican Bank immediately. 

In transmitting the inclosed communication to you, I have to inform you, that in conge- 
quence thereof, the mouthly instalments indicated by Mr. Corbett, that is 3,500 /., for. the 
past month of August,.and the month of September instant, have been paid into the Anglo- 
Costa Rican Bank. I give you this information, also, to prevent other arrangements in this 
matter: that similar sums will be paid in the succeeding months. 


I have, &c. 
(signed) S. Gonzalez. 
(A true copy.) 
London, 12 March 1875. Ramon de Silva Ferro, 


Secretary of the Honduras Legation. 


No. 10. 
Excellency, London, 14 July 1871. 

Don Cartos Gutierrez will no doubt have informed you that in accordance with the 
contract and general bond of the 1871 Costa Rica Loan, I have been appointed by Messrs. 
Bischoffsheim & Goldschmidt receiver of the annuity due to them from the Costa Rica 
Government, and I now write to request your Excellency to cause the monthly instalments, 
first payment of 3,500 Z. on account of which is due 1st August 1871, to an account which 
T have opened in my name at the Anglo-Costa Rican Bank, San José, Costa Rica, which 
establishment will transmit the money to London. 


‘al , I have, &c. 
The Minister for Foreign Aftairs, (signed ) Edwin Corbett. 
San José, Custa Rica. 
(It is a true copy.) 
London, 12 March 1875. Carlos Gutierrez. 


No. 11. 


( Translation.) 
National Palace, San José, Costa Rica, 
16 December 1871. 


Messrs. Bischoffsheim & Goldschmidt, London. 


THe President of the Republic has received your communications dated 3rd October and 
13th November last. 

The President finds that your proceedings are in accordance with the contract of 5th May, 
and consequently are entitled to approval. : 

In regard to the funds in your possession as contractors for the loans issued, this office 
will communicate with you direct, and it is through this office that the President will give 
his orders for the application of the funds. ; 

Note bas been taken of the sum of 5007. paid by you on the receipt of Senor Montifar 
and on account of this Government. 

As the negotiation for the concession of a credit of 300,000 dollars to Senor Don José 
Merino has not taken effect, { have informed you, and I now repeat it, that the Govern-. 
ment can dispose of those funds, oe 

I am directed by the President to inform you that he does not at present see the neces- 
sity of opening a private account at any bank and remitting thereto the collection of the 
_ monthly instalments for the payment of the redemption of the loans. 

The Government takes great interest in the maintenance and improvement of the credit 
which your efforts have given to the Republic in Europe, and.one of the principal means for 
tis is to fulfil the engagements contracted with punctuality, and this point will always have 
its attention. 
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For this purpose the monthly instalments in question might be sent in bills to your 
house, or payable here by other respectable firms. 

I am also requested by the President to request you to send in cash up to the sum of 
100,000 7, under a policy of insurance on the terms you have stated, but let it come in third 
parts with a mail between. 

Finally, [have come to inform you that this Government thanks you for the activity and 
zeal which have secured the success of the loan, and to which Costa Rica owes the for- 
tunate commmencement of its ¢ redit abroad. 

I have, &e. 
(signed ) S. Gonzalez. 


(A true copy.) 
(signed ) R. de Silva Ferro, Secretary, &e. 


(Translation. ) 
No. 12. 


Sir, National Palace, San José, 15 August 1871. 

I wave had the honour of receiving your favour. of July 15 and the enclosed letter of 
Messrs. Bischoffsheim, stating that they have appointed Mr. E. Corbett, Her Britannic 
Majesty’s Chargé d’ Affaires and Consul General in Guatemala and Costa Rica, as repre- 
sentative and collector of the custom house dues which are pledged for the loan. 

Mr. Corbett, ander date of 14 July, requests me from London to pay the instalments 
monthly into the Anglo-Costa Rican Bank, the first of 3,500 J. falling due August 1. 

This advice was in good time because the Government understood that the payments 
were to be made half-yearly. 

Your Excellency says nothing on this point in your favour which I am answering, neither 
do Messrs. Bischoffsheim in the letter of which I enclose a copy. | 

Let this be as it may, and until your Excellency sets the matter right, the Minister of 
Finance has been directed to pay 3,500 /. into the Anglo-Costa Rican Bank to the order of 
Mr. Corbett at once. 

The same sum will be paid in every month to Mr. Corbett’s order until your Excellency’s 
explanation is received, and then the payments will go on if the contracts so require them. 

If ona fresh examination of the contract it is found that the payments are to be made 
half-yearly, they will be so made. 

At all events, and even if there should be any error in an order for payment, the Govern 
ment will honour your Excellency’s signature and that of Mr. Corbett, without prejudice 
to subsequent correction, because it understands the necessity of maintaining its credit, 


I have, &c. 
(signed ) Lorenzo Montifar. 
Your Excellency Senor Don Carlos Gutierrez, 
Envoy Extraordinary and Minister Plenipotentiary, 
: &c. keeles 


(A true copy.) 


(signed) Ramon de Silva Ferro, 
Secretary of the Honduras Legation. 
London, 12 March 1875. 


(Translation. ) 
Memoranpum. 


The 21,500 2. which, according to the 8rd Article of the loan contract between the 
Government of Costa Rica and Messrs. Bischoffsheim & Goldschmidt, thé Jatter were to 
put into the hands of a person authorised by the Government of Costa Rica at the signing 
of the contract, constituted a sum of which the Government of Costa Rica required the 
immediate disposal. In case Messrs. Bischoffsheim & Goldschmidt should, for any 
reason, delay issuing to the money market the above-mentioned loan, the Government of 
Costa Rica was still to have at its disposition this sum, that Government remaining in 
debt for the amount to Messrs. Bischoftsheim & Goldschmidt. 


In case Messrs. Bischoffsheim & Goldschmidt should immediately issue the loan con- 
tracted for, the above-mentioned sum was to form part of the loan, remaining, in that case, 
on the account current of the Government in possession of Messrs. Bischoffsheim, as 
actually happened. 
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Costa Rica GOVERNMENT SEVEN PER Cent. Loan. 


£: £. 
Total of applications received from the pape 2,098,350 
Less withdrawals - - - 26,850 
Amount allotted to the public - - - - - 2,071,500 
Amount taken fs ourselves against part of our Com- 
mission - - - - - = 17,500 
Amount taken ty the SPhilicate - - - - - 187,500 
£. 2,226,500 at 82 °/, 
Add,—Interest charged on Instalments overdue - - - - ’ 


Deduct,—Allowance on Sundry Amounts paid in full, under discount - 


Gross Proceeds of Loan - - - £, 


SraTEMENT showiny our Disposal of the Proceeds of the Loan. 


Payments to Messrs. Erlanger & Co. by sien! and for 


Account of the Government - 2 = - - 1,576,240 9 1 
Commission paid Syndicate, according to eaaptct with the 

Government - - - - - - = 40:000) =) = 
‘Our Commission for issuing the Loan (of which we cptacied 

14,0007. in Bonds at the issue price, as agreed) —- - 24,000 - - 
Bonds drawn for payment, 1st October 1872 - 11,200 - - 
Dividend due 1st October 1872 on Bonds ere, okt fall 

paid Scrip - - : “ - - - - 10,545 10 - 
Our Commission for paying Bonds drawn, ani dividend 

due Ist October 1872, 3 per cent. on 21,7451. 10s. - 108 14 7 
Dividend due Ist October 1872, on 1,925,2000 l, deducted 

from the Instalment of 15th October 1872 - - - 67,382 — - 
Amount retained for Dividends and Sinking Fund due 

Ist April and 1st October 1878, 8 percent. on 1,165,3001. 93,224 - - 
Cost of pamphlets bought by order of his Excellency Dy. 

Manuel Alvarado - : - 250 - = 


—_——— 


bop 


Be s. d 
1,825,730 -— —- 
2o0r 712) 6 


1,825,980 12 5 
3,029 18 9 


—— = 


1,822,950 13 8 


1,822,950 138 8 - 


A translated copy of our Accounts of the Issue of the Loan as rendered to the Costa Rica 
‘Government, will be found on pages 88 to 91 of the Printed Copy of our Answer to the Bill in 
Chancery, lodged by Mr. Foster with the Committee on the 19th of fae 1875. 


42, Moorgate-street, 
20 April 1875. 
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PAPERS handed in by Baron Erlanger. 
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: Sa) is.” a. 
Received from Messrs. Knowles & Foster- - - - - - =| 1,588,883 9 1 
£.400,000 - - - 7 per cent. Costa Rica, at 634 - = - ~ |. aoe 
£.178,600 - - - 7 per cent. Costa Rica, at 684 = - - ¢ 92,246 7 6 
Coupons cashed for the Government: po bee ae 
16th October 1872, on 4,200/., at 34 per cent. - - 144 11 - 
30th April 1873, on 917,3000., at 34 per cent. - - 82,066 8 4 
7th November 1873, on 735,2001., at 3 per cent. - - 25,410 7 = 
—_———- 67,621 6 4 
Cashed drawn Bonds : y 
16th October 1872 - - 4,2001., 45 per cent. paid - - 2,646 
+ 30th April 1873 - - 38,6000, 45 per cent. paid - - 38,500 
4th November 18738 - - 2,300/., 45 per cent. paid - - 2,300 
7th November 1873 - 2,300/., 45 per cent. paid - - 2,300 
14th November 1878 - - 200 /., 45 per cent. paid - - 200 
10,9460! — 


£. 12,500 


£. | 2,003,698 2 11 


ee re 


&. s. d. 
E. E.:Company have received for account of the Government, as per 


statement - - = = = = = * : = . - | 2,003,698 2 11 
E. E. Company have paid for account of the Government, as per statement | 1,209,038 18 6 


But on the other side: 


E. E. Company have paid in cash to the Government, viz., Remittances in 
gold to San José, payments of drafts of the Government, payments made — 


for account of the Government, as per vouchers’ - - - - - 817,808 611 
In addition on account of stipulated commission, as per contract - 5 =i 20,000 - — 
Together - - - £, 837,808 6 11 


This showing that E, E. Company are still creditors for about 48,000/., to which interest has to 
be added since the origin of such debt. 


As stated, the Government has received in 
Cash: =) gee = 8178082 6s. 1h een -: 
To which must be added the amount of interest and sinking fund paid on the Bonds in circu- 
lation, about 118,600 2. 


Therefore the Government has actually received in cash, 936,400 J. 
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C—O 


ee 

In cireulation - - - - - - - - - : - - 1,483,600 

Less sunk, about - - - - - - - - - = 23,500 

£. 1,460,100 

RS 
Purchased - - - - - - - - - - - - 1,426,500 
Less— y 

Half of our Commission - - - - - - - £. 105,000 
Taken Firm Contract, 19th November 1872 - - - 400,000 
Sold Contract, 24th April 1873 - - - - - 178,600 

——_— 683,600 

742,900 

Less, sunk - - - 4 12,500 

730,400 

Not allotted - - - - 173,500 

£. 903,900 


Subject to Lien for the 
Government Debt. 


a3 
In circulation, about - - - - - - - - - : 1,460,100 
In deposit, about - - - - - : eens - 903,900 
Sunk, about - - - - ° - ~ - - - - - 36,000 
£. 2,400,000 
PAYMENTS. 
Purchase of 1,426,500 1. Seven per Cent. Costa Rica Bonds, with £. fs d. 
15 per cent. paid- -  - - - - - oo 1 213,075 
£. 

June instalment, 10 per cent. on 1,426,5001. - 142,650 - — 
August instalment, 10 per cent. on 1,426,5001. 142,650 -— - 
Sept. instalment, {10 per cent. on 1,321,500/.- 182,150 -— - 

Ditto + (10 percent.on105,0007. - 10,500 -— - 
Oct. instalment, {10 per cent. on 1,317,3001.- 86,392 18 6 

Ditto - 10 per cent. on 105,0002. - 10,500 - - 
Nov, instalment, {10 per cent. on 1,317,3002 - 131,730 ~ - 

Ditto - (10 percent.on105,0002, - 10,500 - - 
Dec. instalment, {17 per cent. on 1,817,3007. - 223,941 -— - 

Ditto - \17 percent.on 105,000. - 17,860 - - 

s Pea rea 908,863 


————| 1,122,838 18 6 


Annuities paid to Messrs. Knowles & Foster on Bonds in hand for account 


of the Government : x35 
11th February 1873, on 182,7001., 8 percent, - - -~ - 10,616 
30th April 1878, on 917,300 /., 4 per cent. - - - - - 36,692 
31st July 1873, on 400,000 2., 43 per eent. - - - - 18,000 
31st July 1878, on 6,700/., 43 per cent. - - - - - 3,015 
7th November 1873, on 446,8001., 4 per cent. - - - - 17,872 
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Appendix, No. 26. 


PAPERS handed in by Mr. Charles Schiff. 


RESULT of the Costa Rica Seven ver Cent. 2,400,000 7. Loan. 


(Upon datas from Messrs. Knowles & Foster and Messrs. Emile Erlanger & Co.’s figures.) 


I.—Value received for 


£. £. . £. 4 
1,483,600. Bonds sold, less October coupon, 72, and I.—Paid to the Costa Rica Government - 817,800 
ree a Be Per vouvenn aan Annuities comprising interest on Bonds 
y . in circulation, and amount of Bonds 
12,500. Unsold Bondsdrawn - = - 1,061,800 amortised, about - - - | = 118,900 
hag ce 936 
IIl.—Value of Bonds, II.—Stipulated Commission, 7 percent, - - - 168 
909,300. Unsold and calculated at price of issue - 741,200 LT Bhlancet - 3 - >, 220: cane 692 
£.2,400,000 £. 1,803,000 £ 1,803 
Sy 
Bonds in circulation - oh i iss - - : - 1,460,100 
Bonds unsold - - . - - - - - - 903,900 
£. 2,364,000 
Bonds redeemed = - - - - - - - - 36,000 
£. 2,400,000 
———— 
EET eS UES SE ite 
Synopsis of Emil Erlanger’s Accounts with the Government of the Republic of Costa Rica. 
9g Pp 
eesereme 2-62! ts SOS At he ee : 
DEBIT. : CREDIT. 
£. 
id to the Costa Ri G ti £. s. d. £. g. d. 
ieee Bills, &c., se apes * 817,808 6 11 Received from Messrs. Knowles & Foster - - - | 1,588,883 
D es sincne wes a ta a ‘ 400,000 7. to Costa Rica Contract, November 1872 - 254,000 
account of the Government - - 86,195 - -|} 7 
904,003 6 11 178,6007. = ditto - Contract, April1873 << ~« 92,246 
Purchase of 1,426,500 7. Bonds and Instalments - - | 1,122,838 18 6] Cashed Coupons for the Government - S i 3 57,621 
Stipulated Commission as per Contract in Cash, £. 84,000 : 
Less Couiniselon to Knowles Cashed drawn Bonds for the Government - . = - 10,946 
& Foster - - - £.24,000 
' Ditto to the Syndicate - = 40,000 Balance - - - - 2 - = z - 43,145 
64,000 ; 
N.B.—The other moiety of the Commission has been 
paid with 105,000 7. in Bonds nominal. 
£. | 2,046,842 5 5 £. | 2,046,842 


SS a eer 


Balance due to Messrs. Emil Erlanger & Co., 43,1457. 28. 6d., to which interest has to be added since the origin of such debt. 


Mec uemmcnerer =! + Semaine 
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PAPER handed in by the Honourable Mr. Bourke, M.p. 


Costa Rica Legation, Queen’s Gardens, 
Gentlemen, . 28 April 1875. 

I Have followed attentively, as it was my duty to do, the investigation into the history 
of the Costa Rica Loan of 1872 by the Committee of the House of Commons on Loans 
to Foreign States. 

After the unfounded accusations of bad faith against my Government and country made 
before the Committee by Messrs. Knowles & Foster, the very parties against whom a 
Chancery suit is now pending, the object of which is, amongst other things, to compel 
Messrs. Knowles & Foster, the Agents of the Republic, to account for and make resti- 
tution of so much of the subscriptions to the loan of 1872 as has been misapplied by them, 
the Republic insisting that such misapplication amounts to considerably more than a 
million sterling, and the Bill impeaching and disputing certain deeds and accounts and 
alleged trafficking in and purchases of the loan. 1 feel that I should be wanting in my 
duty both to my Government and to the bondholders, and in respect to the Committee, 
did I not come forward to defend the dignity and good faith of my country, and to give 
such general explanations to the Committee as the present state of the Chancery pro- 
ceedings may permit, with the view to prevent the Committee, the public, and the bond- 
holders being misled. 

In the year 1872 the Government of Costa Rica authorised the issue of a Joan of the 
nominal sum of 2,400,000 /., for the sole purpose of raising money for constructing rail- 
ways and other public works, with the object of increasing its home and foreign trade, 
and of opening out and developing new channels of wealth, industry, and peaceful 
enterprise. 

Messrs. Knowles & Foster and Messrs. Erlanger & Co. were employed as the 
agents of the Government in respect of the loan 1872, which was authorised to be issued 
821. per cent. The agents were not in any sense contractors for the loan, except one of 
the firms bound itself to take “ firm” 800,000 J. nominal at the issue price. 

In the latter part of 1873 I was sent to Hurope by my Government with full discre- 
tionary powers, and with special instructions to investigate the affairs of the loans gene- 
rally, and especially of the loan of 1872, and to find out what had really become of the 
money. . 

My Government was at that time in absolute ignorance of the real state of affairs, which 
neither they nor I, in point of fact, suspected, and not being a match in ingenuity of 
book-keeping with Messrs. Knowles & Foster, several months elapsed before I began to 
understand how the funds of the Government had disappeared. . 

During my communications with Messrs. Knowles & Foster, in the presence of Mr. 
Clements (the agent for Sir William Drake, who had been the solicitor of, and had acted 
for, ail parties, in the preparation of the contracts, and had also been a member of the 
memorable “ Syndicate”), they advised me—and subséquently they stated the same 
thing to the present Chargé d’Affaires, at that time Secretary of the Legation—to 
institute proceedings in Chancery against Messrs. Erlanger & Co. alone, and offered 
to find the necessary means for that purpose. 

It then became apparent to me that Messrs. Knowles & Foster, in the presence of 
Mr. Clements, were not giving me disinterested advice in recommending that I should 
take legal proceedings against Messrs. Erlanger & Co. alone, and I therefore imme- 
diately sought independent advice, under which I subsequently caused a bill in Chancery 
to be filed on behalf of the Republic of Costa Rica against Messrs. Knowles & Foster, 
as well as against Messrs. Erlanger and others (a copy of which has been furnished to 
the Committee by Messrs. Knowles & Foster), since which period I have, under the 
advice of counsel, preserved an absolute silence. : 


I will now merely say that the contents of the Bill filed by the Republic are substan- 


tially true, and as regards Messrs. Knowles & Foster are not strong enough, which I 
am now prepared with documentary evidence to prove before the High Court ot Chancery, 
in whose absolute impartiality I need hardly say I have unbounded faith. 

Speaking on behalf, and in the name, of the Republic, and also in the interests of the 
bondholders whom I fee! it my duty to protect, I here state advisedly that breaches of 
duty have been committed by the issuers of the loan, of a nature which renders them 
liable to the subscribers for every penny of the 827. per cent., which was the price of 
issue, and from that liability, under any and all circumstances, they cannot now escape. 
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The Government has already taken such legal steps in the Court of Chancery as have 
been mentioned to the Committee, and will also be prepared to take any further legal ° 
steps on behalf of, and for the sole interest of, the bondholders which they may be 
advised. 

It is also right to add that, through the Court of Chancery, the Government has only been 
able to extort much of the documentary. evidence from Messrs. Knowles & Foster by threat- 
ening strong measures against them, and although, it must be borne in mind, it was their 
duty, as our agents, to have furnished accounts, vouchers, and all information on our 
simple demand, which I believe they would have done if they had not listened to the 
technical devices suggested by Mr. Clements (who of course had to consider the critical 
position of his principal, Sir William Drake); and although any firm, feeling itself not 
guilty, would have made all possible haste to clear itself of charges of the gravity of those 
contained in the Bill, yet it has taken us-near 12.months before we have obtained any 
answer from them as to these charges ;. and even now the answer from them, which they 
have filed in the suit, and which Mr. Foster so courageously handed in to the Committee, 
is held by the Court of Chancery to be insufficient, and they have been ordered by the 
Court, within three weeks from the date of the order, to make a farther answer, yet they 
have thought proper to apply for farther time, and have not yet filed it, facts which speak 
for themselves. Any commercial firm of unimpeached and unimpeachable respectability - 
and integrity would surely be prepared, within a couple of hours or a day, to answer or 
give information about any past transaction which is practically closed, except for 
reference, 

As regards the present and future, having now broken silence, I will take this oppor- 
tunity oes that when their agents, Messrs. Knowles & Foster, officially reported 
to the Government, that 2,226,500/. of the nominal amount‘ of the loan has been sub- 
scribed by the public, without adding one word about hocus-pocus re-purchases sought to 
be fastened upon the Government some weeks or months later, the Government imme- 
diately gave, a fresh impetus to the construction of the railway in conformity with the 
proeperios of the loan, and they farther imported about 2,500 labourers (many of them 

ritish subjects) to add to the 1,500 natives already employed, and entered into a con- 
tract for 2,000 more. They have been, and are now, devoting the surplus revenues of the 
country:to the construction of the railway, which has made very considerable progress, 
that portion already completed producing about 3,000/. a year. ‘At present there are 
certain legal difficulties which, however large their surplus revenues, render it technically 
impossible for the Government to pay the overdue dividends, but as soon as the present 
suit. is terminated, not only will the Government recover funds sufficient to finish the 
railway, and to pay all the back coupons of the bonds, but these legal difficulties -will 
cease to exist, and the surplus revenues of the country (increased by the receipts of the 
railway) will be liberated for the service of the loan, and the necessary portion will be 
remitted with all punctuality from time to time.in London. 

And.in conclusion, Ihave to add that as the Committee has received the er parte 
statement of Messrs. Knowles & Foster, the Government is perfectly prepared, although 
no benefit can accrue to them from such a.course, to instruct counsel at their expense to 
appear before the Committee to cross-examine Messrs. Knowles & Foster and their 
managing clerk, and any other person that the Committee may deem necessary for the 
sole benefit of the Committee, the public, and the bondholders, which they are the better 
able to do, from the fact of Mr. William Knowles, one of the firm, having been under 
cross-examination for 12 days-already, which cross-examination is not yet finished. 

Although Iam advised that this is not according to custom, yet.if it were possible, I 
should respectfully prefer to the Committee the request that such a course might now be 
taken. , 

With reference to the documentary evidence received by the Committee, purporting to 
be forwarded by Setior Gutierrez, I simply take this opportunity of stating that those 
documents may be spurious, and were improperly supplied by Setior Gutierrez, who: has 
been. recalled, is.no longer the Representative of my Government at the Court of St. 
James’s, and had no authority toforward any documents relating to the affairs of my 
Government, a fact which doubtless, in the pressure of business, escaped: observation at 


\the Foreign Office. 


Trusting that the above statement, though necessarily brief ‘and general, being yet 
wide and distinct, may serve to, prevent the Committee and the bondholders being, misled 
by the statements already made to them. a 

LT have, &c. 
(signed) Francisco M. Yglesias, 
. Special Financial Commissioner from the 
To the Honourable Republic of Costa Rica. 
Committee on Loans to Foreign States, 
House of, Commons. 
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Appendix, No. 28. Appendix, No. 28. 
PAPERS handed in by Mr. Hyde Clarke. 


EXTRACTS from the OrriciaL Ruporr presented by the Secretary of State for 


Finance and: Commerce, Don Salvador Lara, to the Constitutional Congress of Costa 
Rica, dated San José, 5 June 1874, 


TABLE, No. 9. 
Proceeps of the Six per Cent. Loan issued by Messrs. Bischoffsheim & Goldschmidt. 


Se Sun 1G: 
£. 1,000,000 nominal, 6 per Cent. Bonds were sold by the firm for - >. 569,000, =. = 


a 


This amount was made up as follows :— 


Retained by them for interest, &e. ‘< - - - - - - - 105,000 — - 
Remitted to them for interest - - - - - - - - 42,000 -— —- 
Received in gold - - - - - - - - - - 74,000 -— — 
Cost of above remittances - - - - - - - - 2b 4 
Paid to Montufar - - - - - - - - - - 600 -— = 
Bills endorsed (exclusive of interest remittance) - - me hie - | 336,222 16 - 
(lorAniasiabove.- i= == 4. 560,000 — — 

National Palace, San José, (F) Juan L. Quiros. 


30 April 1874. 


TABLE, No. 12. 


PRrocreEDs of the Srven per Cent. Loan issued by Messrs. Knowles & Foster. 


£, pa 
Nominal.amount of the Loan - + - - - - - - =e 400; 0000 (== 
a 
2,226,500 allotted by Knowles & Foster, at 82 per Cent. - - - - | 1,825,730 - - 
1,426,500 re-bought by Erlangers, at 82 per Cent. - - - - - | 1,169,730 - - 
800,000 nominal, produced - - - = 6 - 656,000 - - 
400, 000 sold by Erlangers & Co. at 634 | per Cent: - - - -| 254,000 - —- 
1,200,000 issued, produced gross” - - - - - Sipe} it OOOO! te — 
Retained for dividends, including 11,2007. for drawn bonds, LintiteSea Os 
by Knowles & Foster - - - - - - | 182,351.10. — 
Ditto - - ditto by EHlongérs - - - -| 10616 -— —- 
Commission to Knowles & Foster, on ReyryeRe of interest, &c. - 108 14 7 
Commission to Erlangers - - ditto - - 2,000, — — 
Se oe 19507 7 
Commission to Knowles & Foster, for the Loan = -| 24,000 -— — 
Ditto - : - ditto - - Byetiipate > -| 40,000 - — 
Ditto, Erlanger - - = - - | 20,000 -— - 
Ditto, ditto, per:later agreements since apr aaee - - | 96,000 -— — 
eRe oe aye keO O00 = = 
Purchase- of 100,000 6 1. Va Cent. ponds | Se ERE 
at)74/80) - 76,800 138 3 
Sale of 100,000 /. 6 Ber Cont: Bendy a 584 61,500 -— —- 
| 15,800-18 3 
Telegrams) and protests = - - - - =+) = - 23 7s ; 
Other Expenses - =i - 250 -~ - 
Sundry other Expenses of Kiiowles & Pouas - - - 4,184 1 8 
wan pie Sint tie 19,757 18 6 
Net. Balance of Proceeds’ - - - : - = Ais : 515,165, 16 11 
Asaboye - - - ¢£. 910,000 — — 
National Palace, San José, (F). Juan L. Quiros. 


30 April 1874. 
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TABLE, No. 15. 


Net Procerrns of the Srx and Seven Per Cent. Loans. 


: 6 per Cent. Loans issued by Messrs. Bischoffsheim & Gold- £. s. d. a 
; schmidt - - - - “0 ae - - - -| - - - 560,000 - . 
1,000,000 | - -at56 perCent.- - =. = (+  £,560,000 — — 
7 per Cent. Loan issued by Messrs. Knowles & Foster : 
£. <. sd. 
2,400,000 | 2,226,500 at 82 perCent, - - +- -| 1,826,730: -. - 
1,426,500 re-bought = - - - - - | 1,169,730 ~ — 
800,000 issued at 82 per Cent. - = 656,000 -— — : 
400,000 issued at 633 per Cent. - - - 264,000 - - 
1,200,000 gross proceeds - - - - 910,000 -— — 
173,500 not issued. 
1,026,500 in hands of Erlanger & Co. 
2,400,000 
Less expenses as per page 179 = - - 199,757 18 6! . . . 710,242 1 6 
Proceeds of - . - - | 2,200,000 -''. 1,270,242 1 6 
Lress Depuctions: 
For amounts retained in Europe according to 
contract for Dividends and Sinking Fund 
6 per Cent. Loan by Bischoffsheim & Gold- 
schmidt according to contract - : - 105,000. — . 
Ditto - - ditto - remitted prior to £ 
3ist March 1873 in Bills upon them- ; 
selves - =| hee - - - 42,000 
Ditto - - ditto - upon Erlanger ‘ 
& Comik gy ee ee 198000 
70,000 "2" 
i gs Bann 175,000 oa 
7 per Cent. Loan by Messrs. Knowles & Foster, as per page 179 - 195,076 4 7 
d 
ne De. 370,076 4 7 
_ LY 
Balance - - - £.] 900,165 16 11 
Less Expenses of Remittances of Gold - - - 4,944 13 — 
Net Proceeds of both Loans - - - &£, 895,221 3 11 
Dated San José, 30 April 1874. (F) Juan L. Quiros 
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PAPERS handed in by Mr. S. Herman De Zoete. Appendix, No, 29, 


PARAGUAY LOAN, 1871. 


ae PPO 


Eigut Per Cent. Puszic Works’ Loan of Tus Rupuszic or Paracuay, under Acts 
of Legislature of the Republic of the 6th December 1870 and 17th May 1871. 


4 


£. 1,000,000 stock, in bonds of 1,000 /., 500 7., and 100 7. each, bearing interest from 
15th September 1871. 


Redeemable at par, by means of an accumulative Sinking Fund, at 2 per cent. per annum, 
in about 21 years, by quarterly drawings.—Principal and interest payable quarterly in 
London. 


. 


Robinson, Fleming x Co. 


By special stipulation of the general bond this loan is to be free from all Paraguayan 
Taxes. 


Issue price, 80 /. per cent. 


Messrs. Robinson, Fleming & Co., are authorised by the Consul General, in Londen, of 
the Republic of Paraguay, special commissioner for this loan, to receive subscriptions for 
the above amount of 1,000,000 7. Hight per Cent. Sterling Bonds, at 80 per cent., payable 
as follows :— 


5 per cent., payable on application. 


1 % pe allotment. 
Less quarter's coupon, 21, 

15 ” 2 15th December 18711 deducting Income Tax. 
15 i #9 15th January 1872. 
15 fi a3 15th February 1872. 

fess quarter’s coupon, 2/., de- 
oe 3s fs 16th March 18721" “Gucting Income Tax. 
80 


Subscribers may pay up in full on any day when an instalment falls due, under discount 
at 5 per cent. per annum. 

The bonds will bear interest at the rate of 8 per cent. per annum, payable quarterly, on 
the 15th March, 15th June, 15th September, and 15th December, at the counting-house of 
Messrs. Robinson, Fleming & Co. ; the first quarter’s interest will fall due 15th December 

1. : 
a cumulative sinking fund of 2 per cent, per annum on the entire nominal amount of the 
loan to be applied by quarterly drawings by lot, on the 15th February, 15th May, 15th 
August, and 15th November, so as to redeem the whole loan at par in about 21 years. 

The bonds drawn will be payable on the 15th March, 15th June, 15th September, and 
15th December next succeeding the drawing. The first drawing will take place 15th May 
mee “no allotment be made, the deposit will be returned without deduction ; and, if only 
part of the amount applied for be allotted, the balance of deposit will be first applied towards 
the 15 per cent. due on allotment, and the remainder, if any, returned. 

The Government reserves the right of increasing the sinking fund whenever convenient, 
or of redeeming, at par, any additional number of bonds. 

0.64. 3Q3 By 
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im the annexed letver tO US, Gated Ast L4aTCh Lol, ENCLOS~NY A COPY, Parley printed ANA Paruly WUE, OF bits Present PrUspectus, 
London, 21, Aust: 


and which is dated London, 22nd November 1871. 
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By the general bond, this loan, which is the first public loan of Paraguay, is secured as a 
first charge by special hypothecation on the customs and general revenues of the Republic, 
and on the whole property of the State, including its public lands, which alone are valued in 
the official reports at 35,000,000 J., its public buildings, and likewise the State railway, now 
completed and at work for 72,kilométres. 

The general bond further provides that any coupons of this tssue shall, when due, always 
be receivable as cash in payment for any customs or-duties at the custom-houses of the 
Republic. 

The principal objects proposed to be effected by this loan are to liquidate the floating 
debt of about 213,000 /., and to complete the State railway from Asungion to Villa Rica, 
and aid generally in the restoration.of roads and. public works, and the development of the 
resources of the country. 

In order to afford what is considered ample time for this, under the present system of 
fiee trade and constitutional government, the requisite funds to meet the interest coupons 
and sinking fund fur two’ years, up to the.15:h September 1873, will be set aside, and 
retained in England. 

The general bond also provides for the remittance of funds to meet the interest and sink- 
ing fund six months before the expiry of this period, and thenceforth regularly, so as always 
to place the requisite funds six months in advance, in Loniton. 

At the price of issue, and taking into account the action of the sinking fund, this loan 
yields the subscribers a return of about 11} per cent. per annum. 

Default of payment of any instalment renders all previous payments liable to forfeiture. 

Scrip certificates to bearer to be exchanged against allotment letters and receipts, and 
bonds to bearer, when ready,-to be issued to the holders of paid-up scrip. 

Applications in the annexed fori, accompanied by a deposit of 5 per cent., wiil be received 
by Messrs. Prescutt, Grote, Cave & Co., Bankers, 62, Threadneedle-street, E.C., London. 

Thegeneral bond of the Government of the Republic of Paraguay for this loan, certified 
copies of the acts of the legislature, and the other official documents, lie for inspection at the 
othces of Messrs. Druce, Sons & Jackson, 10, Billiter-square, E.C.,, London, aad-willafter- 
wards be deposited at the Bank of England. 

Forms of «application can be obtaimed at the Counting-house of Messrs. Robinson, 
Fleming & Co., 21, Austin Friars, E.C., London, and from Messrs. Mullens, Marshall & 
Co., Brokers, 4, Lombard-street, E.C., London. 


London, 21, Austin Friars, E.C., Robinson, Fleming & Co. 
22 November 1871. 


The lists of application will be closed on or before Tuesday next, at 12 o’clock. 


MemoranDvum furnished by the Government Commissioner. 


The State of Paraguay, in the extent and fertility of its territory, the excellence of its 
climate, and its ready accessibility by water conveyance to foreign and loeal trade, is univer- 
sally admitted to be one of the most favoured States in the region of River Plate and its 
affluents. It offers, therefore, a vast and most promising field for European: emigration, 
to which vital point the Government is already giving its utmost attention and liberal 
support. 

it is conterminous along a wide extent of frontier with the Empire of Brazil and the 
Argentine Republic, while, by the excellent inland navigation of the twoygreat rivers 
Paraguay and Parana, and their tributaries, its capital, Asungion, and most parts of its 
territory, are within four or five days’ steam from Buenos Ayres and Monte Video, with 
almost daily communication. The country is well watered, and the soil is extremely fertile; 
magnificent forests abound, and crops of great value, such as tobacco, sugar, cotton, 
cochineal, and indigo, yield a most abundant return. It is also exceedingly rich in mineral 
wealth. The staple commodity, however, is the South, America tea ( Yerba mate), which is 
largely consumed throughout that continent, and. of which Paraguay supples almost the 
whole, yielding a large revenue to the State. 

The immense natural advantages) have: been for many years. neutralised, owing to the 
policy of'seclusion adopted by the former despotic rulers, Francia and his successors. But 
now a Constitutional:Government is established, and, as stated. by the President of the 
Republic, Don Cirilo Antonio Rivarola, in his annual address. to. the Senators and Deputies, 
perfect freedom of export and intercourse with foreign countries. has been solemnly pro- 
claimed as the principle from the State of Paraguay, with results which have already acted 
most advantageously in raising/the country from the: prostration caused by the, war, and 
there can be‘no doubt that, under the present Government, the revenue. and general im- 
provement will in a very few years be most prosperous.and satisfactory. . tle 
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-The*Annual Revenue of:the State, before the war, was derived ‘from— » Appendix, No, 29. 
os. 
I hse re ee ee gm le 230,887 
Yerba mate, or South American Tea, profit on Government 
monopoly - - - - - - - - - | 1973688 
Stamps oe - - - - - soll kniboelb Qs 
T ithes - - - - me ae - - - 27,524 
‘Leases of Public Land - - - - - - - 16,600 
‘Product of State Buildings - - - - - - | 83,861 
£. | 522,268 


There is no funded debt, and the whole debt of the State, of every description, amounts to 
only 213,335 /, 


Properties HypoTHEeECATED FoR THIS LOAN. 


In addition to the Customs and General Revenues, the following property of the State 
is specially hypothecated for the interest and Sinking Fund of this Loan, which will form a 
first charge‘on'them. 

1. The Public Lands and Forests: 

_ These are officially stated, in the ‘Report of the Finance Minister for the current 
year to the Chambers; to amount to 20,000 square leagues, of which 14,000 leagues 
are covered with forests of rich and varied timber, with: innumerable industrial products 
and vast zones of magnificent and fertile mate (Indian tea) lane's, and 6,000 leagues 
with private lands for the cultivation of tobacco, sugai-cane, ‘rice, cotton, coffee, maize 

- and other agricultural produce, and with superb plains for herding cattle. These are 
stated in this Report to be worth, at a low valuation, 176,000,000 of hard dollars, or 
upwards of 35,000,000-. (say, 35,000,000 J. sterling). 

With a few years of peace, and the opening of communications, there can be no 
doubt that the value of this land, a great deal of which is of the richest description, 
well watered, and near navigable rivers, will immensely nerease. Under any circum- 
stances there can be no doubt that the land sales alone will soon supply a fund more 
than sufficient to provide for a much larger debt than that now incurred, 

°2.°Public Buildings : 

A large number of the houses, arsenals, and warehouses in the capital, and other 
towns, belong to the Government, and are to be sold to private parties and for indus- 
trial establishments, being no: longer wanted for warlike purposes. 

These constitute a’1esource which will’soon become available. 

The report of the Finance Minister states the number 6f these at'148 inthe Capital, 
and 342 in other places, worth, at a very low valuation, 400,000 J. 


8. The State Railway : 
This is finished and at work for 72 kilometres from Asungion to Paraguari, half way 


to Villa Rica. 


The Republic of Paraguay, with its natural resources intact, with over 175,000,000 
of dollars of property, without either home or foreign funded debt, and which, under 
exceptional administrations, was able, during a period of 10 years, to treble tie value of its 
imports and exports, and to increase six-fold its general revenue, offers an unexceptional 
security for a State Loan. 


pe is yi sea 


Eight per Cent. Public Works Loan (1,000,100 /.) of the Republic of Paraguay. 


21, Austin Friars, London, E.C., 
Sir, 29 November 1871. 
We beg to acknowledge the receipt of your letter of the 28th instant, and in compliance 
with your request hand you herewith: 


1. Copies of the Acts of 6th December 1870 and 17th May 1871. 


2. Special commission in favour of the Consul General in London, 16th May 1871 
and 24th May 1871. : 


3. Authority to our firm to negotiate the loan, dated 21st November 1871. 
4. Copy of our prospectus of 22nd November 1871, certified by us. 
0.64. 3Q4 5. Formal 


184 APPENDIX TO REPORT FROM THE 


Appendix, No, 29, 5. Formal certificate from ourselves respecting the subscription, allotment, and 
: payment of deposits on the Loan, and that the scrip is ready for delivery, and that 
there is no impediment to the settlement of the account. 


6. Cancelled specimens of the scrip A., B., C., for 1,0007., 500/., and 1001. 
respectively. 


7. The General Bond of the Republic of Paraguay for this Loan. 


We beg to thank you for calling our attention to the requirements of the Stock Exchange, 
as set forth in the book of rules forwarded to us, with reference to the preparation of the 
bonds to be hereafter given in exchange for paid-up scrip. With these requirements we 
shall strictly comply. 

' We are, &c. 
M. Slaughter, Esq., (signed) Robinson, Fleming & Co. 
Secretary to the Stock Exchange, London. 


yyw 1% bts 


21, Austin Friars, London, E.C., 
2 December 1871. 

Wz hereby certify that the whole amount of the Eight per Cent. Public Works Loan of the 
Republic of Paraguay, for the nominal amount of 1,000,000 /. sterling, issued by us, has 
been fully subscribed for by, and allotted unconditionally to, the public, and the 20 per cent. 
depdsits paid thereon ; further, that the scrip is ready for delivery; and that there is no 


impediment to the settlement of the account. 
Robinson, Fleming § Co. 


. 


ae 


bse gerrsucs 


Gentlemen, Stock Exchange, 1 December 1871. 
Ws, the undersigned, request that you will appoint a settling day in the scrip of the 
Hight per Cent. Public Works Loan of the Republic of Paraguay, as early as convenient, 
and allow the same to be quoted in the official list, 


Weare, &c. 
(signed) Mullens, Marshall & Co., 
The Committee for General Purposes, Brokers to the Contractors. 
Stock Exchange 
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PAPERS handed in by Mr. S. Herman De Zoete. 


PARAGUAY LOAN, 1872. 


-~-No.l.— 


Eicut PER Cent. Pusstic Works Loan, 1872, of the Repusiic or Paracuay, under 
. Act of Legislature of the Republic, of the 7th March 1872. 


2,000,000 2. Stock, in Bonds of 1,000 /., 500 ., and 100 . each, bearing interest 
from 1st April 1872. 


Redeemable at par oy means of an accumulative Sinking Fund of 2 per cent. per annum in 
about 21 years, by quarterly drawings—principal and interest payable quarterly in 
London. 


By special stipulation of the General Bond this Loan is to be free from all Paraguayan 
Taxes. 


Issue Price, 851. per cent. 


e 


Messrs. Robinson, Fleming & Co. are authorised by the Consul General, in London, of 
the Republic of Paraguay, Special Commissioner for this Loan, to receive subscriptions for 
the above amount of 2,000,000/. Eight per Cent. Sterling Bonds, at 85 per cent., payable 
as follows :— 


- § per cent. payable on application. 


16 3 i allotment. 

‘ ta. aeno {Less quarter’s coupon, 21., 
1 P ev Abbg ae uhet2 \ deducting Income Tax. 
10 ” » Ist September 1872. 


Less quarter’s coupon, 2/., 


= ap D) i A 
12. sd “ psi, Qotober Baap deducting Income Tax. 
10 yi Ss ist December 1872. 

2 q : Less quarter’s coupon, 2 te 
“J ri i Ist January 1873{ deducting Income Tax. 


Subscribers may pay up in full on any day when an instalment falls due, under discount 
at 5 per cent. per annum. 

The bonds will bear interest at the rate of 8 per cent. per annum, payable quarterly, on 
ist January, Ist April, 1st July, and Ist October, at the counting-house of Messrs. 
Robinson, Fleming & Co. ; the first quarter’s interest will full due 1st July 1872. 

A cumulative sinking fund of 2 per cent. per annum on the entire nominal amount of 
the Loan is to be applied by quarierly drawings by lot, on 1st March, ist June, 1st 
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September, and 1st December, so as to redeem the whole Loan at par in about 21. 


ears. ; 


The bonds drawn will be payable on 1st January, ist April, 1st July, and 1st October 


next succeeding the drawing. The first drawing will take place 1st March 1878. 

If no allotment be made, the deposit will be returned without deduction; and, if only 
part of the amount applied for be allotted, the balance of deposit will be first applied 
towards the 10 per cent. due on allotment, and the remainder, if any, returned. 

The Government reseives the right of increasing the sinking fund whenever convenient, 
or of redeeming, at par, any additional number of bonds. 

By the general bond, this Loan is secured, subject to the special hypothecation for the 
Pablic Works Loan of 1871, on the general revenues of the Republic, and on the whole 
property of the State, including its public lands. 

The law authorising this Loan provides for its appropriation in accordance with the 
following extract fiom the articles of such law, as passed in the Sessions of the Legislative 
Congress, on the 7th day of March 1872 :— . 


“The moiety of the net proceeds of this Loan shall be appropriated to the con- 
struction of local railways, roads, canals, and bridges, in promoting the immigration 
and colonisation of the fiscal lands, and in establishing lines of steamers. 

“The other moiety of the proceeds of this Loan shall be appropriated to 
encouraging the development of the general interests of the country, by promoting 
the construction of general railways, public roads, ports and custom houses, and in 
founding banks. 

“ Let the executive power be also authorised to name a Con,mittee in London to 
promote the sale of the Treasury lands. 

“ The total proceeds of the sale that may be made by the Committee in London 
of Public Lands, shall be appropriated to the amortisation and payment of interest 
on this Loan. 

“ The executive authority will specify the proportion in which the sales of public 
lands are to be inade.”’ | 


The present Loan has been voted bythe Legislature, with a view to develop the resources 
of the country, and, in accordance therewith, a committee will be established in London to 
supervise the sale of the public lands, and the application of the proceeds to the redemption of 
the loans contracted in England, which affords the best proof of the good faith with which it 
is wished to guard the application cf the money. 

In order to afford what is considered ample time for developing the resources of the 
country under the present system of free trade and constitutional government, and for the 
realisation of substantial portions of the State lands, the requisite funds to meet the interest 
coupons and sinking fund of this Loan, will be set aside and retained in England for two 
years, up to the Ist April 1874. 

The general bond also provides for the remittance of funds to meet the interest and 
sinkmg fund six months before the expiry of this period, and thenceforth regularly, so as 
aiways to place the requisite funds six months in advance, in London, 

At the price of issue, after reckoning accrued interest and discount for prepayment, the 
price is reduced to about 82/7. 10s. per cent. met, and taking into account the action of the 
sinking fund, the Loan at this price yields the subscribers a return of nearly 17 per cent. 
per annum. 

Default of payment of any instalment renders all previous payments liable to forfeiture. 

Scrip certificates to bearer-will be exchanged against allotment letters and receipts, and 
bonds to bearer, when ready, will be issued to the holders of paid-up scrip. 

Applications in the annexed form, accompanied by a deposit of 6 per cent., will be 
received by Messrs. Prescott, Grote, Cave & Co., Bankers, 62, Threadneedle-street, E.C., 
London. 

The general bond of the Government of the Republic of Paraguay for this Loan, certified 
copies of the Act of the Legislature, and the other official documents, lie for inspection at 
the offices of Messrs. Druce, Sons & Jackson, Solicitors, 10, Billiter-square, E.C., London, 
and will afterwards be deposited at the Bank of England. 

Forms of application can be obtained at the counting-louse of Messrs. Robinson, 
Fleming & Co., 21, Austin Friars, E.C., London, and from Messrs. Mullins, Marshall, and 
Co., Brokers, 4, Lombard-street, E.C., London. a 

fiobinson, Fleming & Co. 

21, Austin Friars, E.C., London, : 
31st May 1872. 


The lists of application will be closed on or before Thursday next, the 6th June, 
at 12 o’clock. 


wh 
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Memoranovuo furnished by the Government Commissioner. 


Tue State of Paraguay, in the extent and fertility of its territory, the excellence of its 


climate, and its ready accessibility by water conveyance to foreign and local trade, is 
universally admitted to be one of the most favoured States in the region of River Plate and 
its afuents. It offers, therefore, a vast and most promising field for European emigration, 
to which vital point the Government is already giving its utmost attention and liberal 
support. Accordingly, arrangements are already in progress for the establishment of an 
emigration agency in London, and for forwarding a large number of well-selected emigrants 
from Europe to Paraguay. 

It is conterminous along a wide extent of frontier with the Empire of Brazil and the 
Argentine Republic, while by the excellent inland navigation of the two great rivers, 
Paraguay and Parana, and their tributaries, its capital, Asungion, and most parts of its 
territory, are within four or five days’ steam from Buenos Ayres and Monte Video, with 
almost daily communication. The country is well watered, and the soil extremely fertile ; 
magnificent forests abound, and crops of great value, such as tobacco, sugar, cotton, 
cochineal, and indigo, yield a most abundant return. It is also exceedingly rich in mineral 
wealth. ‘The staple commodity, however, is the South American tea (Yerba mate), which 
is largely consumed throughout that continent. 

These immense natural advantages have been for many years neutralised, owing to the 


policy of seclusion adopted by the former despotic rulers. But now a Constitutional - 


Government is established, and perfect freedom of intercourse with foreign countries has 
been solemnly proclaimed as the principle of the State of Paraguay. 

The public lands are officially stated, in the Report of the Finance Minister to the 
Chambers, to amount to 20,000 square leagues.(equal to about 115 million acres), of which 
14,000 leagues are covered with forests of rich and varied timber, with innumerable 
industrial product and vast zones of magnificent and fertile mate (Indian tea) lands, and 
6,000 leagues with private lands for the cultivation of tobacco, sugat-cane, rice, cotton, 
coffee, maize, and other agricultural produce, and with superb plains for herding cattle. 
These are stated in this Report to be worth, at a low valuation, 176,000,000 of hard dollars, 
or upwards of 35,000,000 /. (say, thirty-five millions sterling). 

With the opening of communications, the value of this land, a great deal of which is of the 
richest description, well watered, and near navigable rivers, will immensely increase. Under 
any circumstances there can be no doubt that the land sales alone will soon supply a fund 
more than sufficient to provide for a much larger debt than that now incurred. 

The political position of Paraguay being now secured, and the most amicable relations 
established with all adjoining States, the expenditure for military purposes is extremely 
small, and this loan may be considered strictly in the light of a mortgage for improve- 
ments on an estate of vast extent and great natural fertility. 

The sincerity of the Government of Paraguay in this respect is shown by the following 
extract from the Message of the Executive Government of the Republic to the Legislative 
Congress of the Nation, at Asungion, 7th February 1872, recommending appropriations of 
the following monies, in which are included the proceeds of the Loan of 1871 :— 


“One Million Five hundred Thousand hard dollars as payment of the internal debt 
‘of the nation. 


“Three hundred Thousand hard dollars for redeeming the paper money in circulation.. 


‘Seven hundred Thousand hard dollars for the promotion of Agriculture, and giving 
‘an impulse to immigation. 


“A hundred Thousand hard dollars for repairs of the railroad, so as to put it into 
“a condition to meet the necessities of the times. 


“ Fifty thousand hard dollars for Public Instruction as a basis of civilisation. 


“ Fifty thousand hard dollars for Public Works, such as ways of communication, 
“‘ which are to the life of nations what the arteries are to the human body ; bridges, 
“ buildigs, and other works of public utility. 


* Five hundred Thousand hard dollars for the foundation of a national bank.” 


(signed) Maximo Terrero, 
London, 31, May 1872. Consul-General, and Special Commissioner. 
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E1cut per Cent. Pusric Worxs Loan, 1872, oF THE REPUBLIC OF PARAGUAY 
(Under Act of Legislature of the Republic, of the 7th March 1872). 


2,000,000 7. Stock, in Bonds of 1,000 7., 500 U., and 100 J. each, bearing interest from 
Ist April 1872. 


Redeemable at par by means of an accumulative Sinking Fund of 2 per cent. per annum, 
in quarterly drawings. 


Principal and interest payable in London, free from all Paraguayan taxes. 
Issue price, 85 /. per cent. 


Form of Application. 


No. 
To Messrs. Robinson, Fleming & Co. 
Gentlemen, 
Havine paid to your bankers a deposit of £. I request 
that you will allot me £. stock of the Paraguay 


Government Eight per Cent. Public Works Loan, 1872, in accordance with the prospectus 
issued by you, dated 31st May 1872, and I engage to accept that or any smaller amount 
which may be allotted to me, and to make the remaining payments thereon in accordance 
with that prospectus. 


Name at full length as sta a 


Address 


Date 


Signature 


Bankers’ Recetrr to be filled up by the Applicant and to be retained by him after 
being signed by the Bankers. 


dap ee a 


Paracuay GovernMENT Erent Per Cent. Pusuic Works Loan, 1872. 


Issue of 2,000,000 Z stock, in bonds of 1,000 1., 500 7., and 100 7. each. 
ee pe en See Ses me eet ee 


No. 


Received this 1872, on account of 


Messrs. Robinson, Fleming & Co., from 
the sum of 


pounds, being the deposit made on application for an allotment of £. 


stock of the above loan. 
For Messrs. Prescott, Grote, Cave & Co. 


£. ~ : 


0} 911VUa pazyIwes pus dn pal[y eq 0} 3e0Y48 SULT, 


*1Z “OE ® SulMa]T ‘uosuIqoy *siIsseyA[ 07 JO 
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agers) Sor 
Eight per Cent. Public Works Loan, 1872 (2,000,000 /.), of the Republic of Paraguay. 


21, Austinfriars, London, E.C., 
Sir, 12 June 1872. 

We beg to hand you herewith, 

1. Copy of the Act of Legislature of the 7th March 1872. 

2. Special Commission in favour of the Consul General in London, the 9th March 
1872. 

8. Authority to our firm to negotiate the Loan, dated 31st May 1872. 

4, Copy of our prospectus of the 31st May 1872, certified by us. 

5. Formal certificate from ourselves respecting the subscription, allotment, and 
payment of deposits on the Loan, and that the scrip is ready for delivery, and that there 
is no impediment to the settlement of the account. 

6. Cancelled specimens of the scrip, D., E., F., for 1,0007., 5002, and 1001, 
respectively. 

7. The General Bond of the Republic of Paraguay for this Loan. 

We beg to state that we shall strictly comply with the requirements of the Stock 
Exchange as set forth in the Book of Rules, with reference to the preparation of the Bonds 
to be hereafter given in exchange for paid-up scrip. 

Waurs. Xe. 
M. Slaughter, Esq. (signed ) Robinson, Fleming x Co. 

Secretary to the Stock Exchange, London. 


Eieur per Cent. Pusrtic Works Loan, 1872, of the Repusuic of Paracuay. 


Notice is hereby given, that the scrip certificates of the above Loan are now ready, and 
will be exchanged for the bankers’ receipts for the amounts paid on application and 
allotment, on and after Wednesday, the 19th instant. 


Robinson, Fleming & Co. 
21, Austinfriars, London, 12 June 1872. 


pay PES 


Gentlemen, Stock Exchange, 12 June 1872. 
We, the undersigned, request that you will appoint a settling day in the scrip of the 
Eight per Cent. Public Works Loan, 1872, of the Republic of Paraguay as early as convenient, 
and allow the same to be quoted in the official list. 


Weare, &c. 
Mullens & Marshall, 
The Commmittee for General Purposes, Brokers to the Agents. 
Stock Exchange. 


[And 12 other Signatures. ] 


aS een 
Paraguay Loan, 1872. 


21, Austinfriars, London, E.C. 
15 June 1872. 

Wr hereby certify that the whole amount of the Eight per Cent. Public Works Loan, 1872, 
of the Republic of Paraguay, for the nominal amount of 2,000,000 1. sterling, issued by us, 
has been fully subscribed for by, and allotted unconditionally tothe public, and 15 per cent. 
deposits paid thereon ; further that the scrip is ready for delivery, and that there is no 
impediment to the settlement of the account. 


Robinson, Fleming & Co. 


BE 


Gentlemen, _ 4, Lombard-street, 4 March 1873. 
WeE shall be obliged by your allowing the Paraguay Loan of 1872 to be quoted as 
ss “iis instead of Scrip, the whole amount being now paid in full, and the bonds 
issued, 
We are, &c., 
To the Committee for General (signed) § Mullens & Marshall. 
Purposes. | 
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Appendix, No, 31. PAPERS handed in by Mr. Fleming. 


Repus.ic of Paraguay Eieur per Crnt. Pustic Woxxs Loan, 1872. 


Particulars of Interest on Investments to 31st March 18735 4 
referred to in annexed Account, viz. :— Loate £.us. dd. 


On Investments made in joint names of John Fleming 
and Don Maximo Terrero, 110,000/, Consols, to 31 De- 


ecember 1872 - - < © = = 4 4, 1622.10 
£.15,000 East India Five per Cent. Stock, to 31 Decem- 
ber 1872 - - - - - - - - - 368 15 - 
£.25,000 Great Southern of India, to 31 December 1872 - 553 2 6 r 
£.10,000 East India Four per Cent. Stock, to 6 October 
1872 - ee = . « : * = 196 13 4 
—— 2,741 — 10 
On Bearer Bonds ; , 
$170,000 United States Funded Loan, to 1 February | 
1873 - - - - - - - - - 861 12 5 
$50,000 United States Funded Loan 5-20, 1883, to 
23 October 1872 - - - - - = = 302 6 10 
£.24,000 Turkish Four per Cent., to1 February 1873 - 472 = - 
£.12,000 East India Four per Cent. Bonds, to October 
TB72 >.< ein rn thle y. | ee Cee a ae oan ee 78.13 4 ’ 
ee 
On Interest Account with Alexander Cunliffe & Co., to 
81 March 1878 - - ~ ° - - - -| - - ol 27,19. = 
On Loans: 
White & Shaxson, to 81 March 1878 - - - - 487 - 9 
General Credit, to 31 March1873 _ - - - ‘ 609 18 8 
(signed Robinson Fleming & Co. 
E*% 0-E, gned) g 


London 31 March 1873. 


4 


I have examined this account current and find the same correct, and hereby ratify it accordingly 
on behalf of the Government of Paraguay. 


(signed) Gregorio Benites, 
Minister Plenipotentiaire du Paraguay. 


Legation of Paraguay, London, 
10 April 1873. 


* 
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———— EERE cece ccc cca, 


ne Government and Republic of Paraguay in Account Current with Robinson, Fleming, & Co., in respect of the 
Eight per Cent. Public Works Loan, 1872. 


Dr. Cr. 
Sous Ley =) Shae 
lash, paid for Stamp) Duty on, Bonds - - - - -| 2,500 - -] By amount of Stock already permanently 
- placed on account of the Government 
Ditto, Discount on pre-payment of Instalments - - - -| 2051 - 3 Hs a bs ei ag sleewsin a to 
y 7 b ; 
; 27th May 1872 - - -  -{|410,406 - 
Ditto paid to, or by order of, M. Terrer, on account ee the 
Government - - - A - - 3 u 3,000 - - 
Dittc - = - ditto - - - - ditto - -} 1,000 - ~ | By Cash received from Wainwright, repay- 
ment passage money - = - - Vin) =e 
Ditto SSOP ie oe ss MO = | OO) er — 
Ditto eae ee ie OS 200 - -| By Interest on Investments to 31st March 
1873, as per separate statement. - - 5,580 11 10 
Paige ee ee dat te SU A Odaee ON 4 100 - - 
Ditto Speenten swans Getta)! = - - ~~ ditto (“= ~ =| 16,866 - - 
Ditto SCMemdtCOy! - -- = = ditto,dJunta -| 2,000 — = 
Ditto paid Aecount of Hmigration, as per Vouchers © - - - | 24648 8 6 
‘ommission, as per Agreement for Emigration, viz. :— 
6894 Statute Adults, at 5/. each - - = - - 3,447 10 - 
‘ash retained to meet Bills advised by W. R. Seymour, Asuncion, for 
Account of Emigration - - - c = = = < 6,670 6 10 
jabilities on Emigration Account, viz. :— 
James Wilson, cepccnns French Contract. £. 38. d. 
say Z - iNT - 1,000 - - 
Ditto - Whight, Kelso, & Co., Relenee) per Mel 
Packet “Vanguard” - 190 611 
Ditto - Wright, Kelso, & Co., Beight, per Bel 
Packet “Vanguard” - - 9 178 
Ditto - Underhill & Co., iron goods - - - 25 6 8 
Ditto - Lamport & Holt, eee) per cay ee 
; “Kepler,” circa - - 1382 - - 
Ditto. - Printing and Publishing Pamphletand Maps 250 - - ; 
———| 1,606 15 3 
Ditto - Salaries and Expenses, viz.: 
W.R. Seymour - 
J. W. Billiatt -| 
H.C. A. Angelo - }estimated at - 4500 — | 
A. F. Baillie - — - | " 
H. A. Walmisley - 
iabilities on Loan Account, G. F. Wingate, Solicitor, legal business on 
behalf of M. Terrero, in connection with Contract for Loan - GOs = 
Ditto - Interest at 8 per cent. to April 1874, retained in London - |} 89,952 - — 
Ditto - Sinking Fund at 2 percent. - ditto - ditto - -} 14,055 - - 
Ditto - Notarial Charges - - - ditto - ditto - - By. 2 6G 
Ditto - Advertising Charges - - ditto - ditto - - 39 18 6 
Ditto - Commission, 1 per cent., as per agreement of 31st May 1872 1,040 1 6 
Balance due to the Government - - - - = - - | 239,687 8 6 
&. | 416,001 11 10 £, | 416,001 11 10 
E. & O. E. : By Bal t, brought 
London, 31st’ March 1873. ie ‘ ance due “ Ge Core Ba ee 


I have examined this Account Current, and find the same correct, and hereby certify it accordingly, on behalf of the Government of Paraguay. 


Legation of Paraguay, London, 10 April 1873. (signed) Gregorio Benites, 


1 
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Dear Sirs, 
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- 


Appendix, No. 32, ; 


PAPERS handed in by Mr. Waring. ; 


Paraguay LOAN. 
88, Belsize Park, Haverstock Hill, 
30 April 1872. 


I Bee to acknowledge the receipt of your final account in respect of this Loan, which 
I have examined and have found in entire accordance with my contract with your House, 
and I have signed the same as approved, and now return it to you (the duplicate signed 
by you being retained by me). 

As appears upon the account, there will remain invested in securities, at your risk, 
160,000 Z. to meet the forthcoming interést and sinking fund up to September 1873 in- 
clusive, in accordance with the general Bond and Prospectus; and it likewise appears 
upon the account that there is now standing at my disposition a balance of 218,074 J. 
9s. 5d., for the disposal of which I will give you instructions. 

‘At the conclusion of this most successful negotiation, for which I congratulate my 
Government, myself, and you, I have great pleasure in ‘thanking you for the spirited and 
courteous manner in which, together with your friends, you have conducted this business 


to a successful issue, and I shall not fail to convey my sentiments on this subject to my 
Government in Paraguay. 


per cent., as per Contract between 


Iam, &c. 
Messrs. Waring Brothers, Westminster. (signed) Mazximo Terrero. 
Dr, The GoveRNMENT of Paracuay in Account with Warinec BRoTHERS. Cr, 
| £5), oe 6d. £. Sena 
| To Stamp Duty on Bonds, 2 s. 6 d. per cent. - - 1,250 - - By amount of Loan, 1,000,0007. at 64 


as per Prospectus for the payment of 
two years’ interest from 15th September 
1871 to J5th September 1873, at 8 ell 
cent. per anaum on 1,000,000 /. ster- | 
ling = - a 5 3 +) 


», Invested for account of the ieyment ol 


y» Invested for account of the Bondholders, ||: 


as per Prospectus for the payment of| 
two years’ sinking fund, at 2 per, 
eent. per annum on 1,000,0001. ster-| 


160,000 


40,000 


ourselves and his Excellency Don 
Maximo Terrero, Consul General 640,000 
in London for the Republic of Para- 
guay, dated 21st November 1871 - 


ling - - - = = “ | 200,000 - — 

Appropriated as follows : “£. | 

tee syn anh 40,000 | | 

Investment in 5 per Cent. | 

toe can risk otf ae i 
Messrs. Waring Brothers 
a £. 200,000 | 
1872: 

8 January | To Paid Consul General, and shipped by his order for) 
account of his Government to Paraguay = fi 100,000 - — 
8 4 »,  »- Freight Insurance, &c., on above - - =| 660 8 6 
1 March- | ,, 5, for Consul General, to Mr. Haly - = - 100 - = 
Dg ash seit) 939 oe Ditto - M>-. Balfour = e 53 11 10 
. Fete, hi Sacer AS Gv 22 ‘4 100,000 = [= 

8 5 --| 2% >» Freight, Insurance, &¢., on above - - - 661 10 8] - : 
Ts, case Consul General, on his order - - 3 | 6,000 — - 
24 April - | » 5, - Ditto ditto - ihe ©. | 10,000 — j— 
TM; 59) ae Ditto ditto "= “y= as 3 3,200 - - 
DFE sy dele », Balance down - - . <3 a ¢ - | 218,074 9 5 
£. 640,000 aoe 1372: “te £, | 640,000 - 


Examined, approved, and found correct. 
Maximo Terrero, Consul General, 
London, 30 April 1872. 


—————— Fee 
27 April- | By Balance to the credit of the Govern- 


ment of Paraguay, and at the disposal 
of His Excellency Don Maximo | 
Terrero, Consul General - - |218,074 9 | 
ere 
E. & O. E., London. 
Waring Brothers, 
27 April 1872. 


SELECT COMMITTEE ON LOANS TO FOREIGN STATES. 


193 


Appendix, Ne. 32. 


PARAGUAY Loan, 1871. 


Dear Sirs, 


21, Austin Friars, E.C., London, 


26 September 1872. 


I wovutp feel obliged by your sending to me here your account current with the 
Government of the Republic of Paraguay for the loan issued under contract with you, 
and at the same time be good enough to send me cheque for the balance due. 


Messrs. Waring Brothers, 
10, Victoria Chambers, Westminster, 


S.W. 


I am, &c. 
(signed) Maximo Terrero. 


Ir. The GovERNMENT of Paracuay in Account with Warine BROTHERS. Cr. 
1872: CAP RLe SPRL Se 8. de 
OF eee BET STB |S0.0M ox] YAP il Mand ype by toe Comal Gener f| 22507419. & 
A as | », Freight, Insurance, &c. on above - - 993, 83 
95 - | 5, Paid for Consul General to Mr, Ohlsen - 1,500 - - 
Py eee eed he icceie Fp on dag ‘asi 2} Shh etn 
June - | ,,  ,, for Consul General, and shipped 
by his order for account of Goren 50,000 - - 
ment - - - - - 
»» - | 9 9) Freight Insurance, &c.on above - 332 4 3 
July - | 4, +», Consul General, on his order - 6,250 - —- 
3 = gh) EHO = = dittOnmesnmane 1,000. -— - 
| 
Ang) || yess Ditto =) = ditto! = s 897 18 8 
PAB See aed cf Ditto - - ditto - = 31 - 8 
3» 7 | 9 Balancedown - - - - - 7,489 18, — 
£. 1218074 9 5 £. | 218,074 9 5 


London, 30 September 1872. 


Received, £. 7,489 18s. from Messrs, Waring Brothers, 


Maximo Terrero. 


0.64. 


S, Es 


eee 
& O. 
London, 26 September 1872. 


By Balance « - - - - £,7,489 18 — 
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‘Siam a as ea ic i (NS peace ima 
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is si aes 
jes Sh : | 1 
12 ee HONDURAS._ 120% Loan of November, 1867, £1,000,000 wssued at 80%. 
ital lal Interest payable 1%: January, 1% July. 1 January, 1873, not peaid, also i 90 
10% Loan of Jane, 1870, £ 2,500,000 issued at 80%. 
| 
i a SAN DOMINGO. 6% Loan of August, 1869, £757,700 issued at. 70%. Interest ma 
tT a At | si payable 1% January, 18 July. 1% Jannary, 1873, and since not paid. | 
STS G8 a ae i COSTA RICA. 6% Loan of May, 1871, £ 500,000 issued at 72%, and £500,000 
: ; 80 
issued at 74%. Interest payable 1% May, 1% November. — 1% November, 1874, fat 
+t Al not pad. Also 7% Loan of May, 1872, £2,400,000 issued at 82%. 
~ +4 Default, 1%¢-April, 1874. 
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4 . + 
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LIST of the PrRinciPau 


Agents and Contractors - : re 
Allotment of Stock - = 2 
Amount of Issues - : : ‘ 
Applications for Allotments 


Bad Loans 


Commission (Agents or Contractors) - —- 


ANCA EY S 1 S10 BidsN D' Bx. 


Costa Rica ‘Loans: 
I, Loan of 1871: 


. Contract with Messrs. Bischoffsheim 
& Goldschmidt - - 

2. Terms of the Prospectus of ihe First 
and Second Issues respectively  - 

8. Applications to the Stock Exchange 
for a Settlement and Quotation - 

4. Receipts and awe in eG 
of the Loan - - 

5. Communication from Don son 
Gutierrez in justification of his 
official action relative to the First 
and Second Issues of the Loan - 

6. Approval by the Costa Rica Govern- 
ment of the action of Don Carlos 
Gutierrez and of Messrs. Bischoffs- 
heim and Goldschmidt - 

7. Protest by the Special Bitancial 
Commissioner of Costa Rica against 
the action of on Carlos Gutierrez 

8. Arrangements for the Collection of 
the “Daties hypothecated to the 
Loan, and for Monthly Remit- 
tances; Failure thereof - 2 

9. Fluctuations in the Price of the 
Bonds - - - - - 


10. Summary by the Committee - - 


II. Loan of 1872: 


367. 


1, Authority from the Government of 
Costa Rica - ~ 

Message of President Gyawdie to 
Congress relative to the Loan - 

Contract with Messrs. Knowles & 
Foster for the Issue of the Loan; 
Terms of the Prospectus - - 

. Guarantees and Securities offered by 

the Costa Rica Government - - 

. Strong Protest by Mr. M. F. Cun- 

si, as to the dnagequecy of 
the Securities - 

6. Amount applied for by the Public; ; 
subsequent application for a Settle- 
ment and Official Quotation of the 
Loan - - 

7. Protests by Mesare. iechoficheim 
& Goldschmidt against the grant 
of a Settlement and Quotation - 
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209 
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Cosra Rica LoAws—II. Loan of 1872—continued. 


8. Provisions as to the Commissions to 
be paid; question at Issue hereon 
between Messrs. Knowles & Foster 
and Messrs. Emile Erlanger & Co. 

- Contracts with Messrs. Erlanger & 
Co. as to their taking Portions of 
the Loan at fixed Prices - - 

. Constitution and Operations of the 
Syndicate for securing the Success 
of the Loan; Amount of Commis- 
sion or Profit realised - - - 

. Receiptsand Expenditure of Messrs. 
Knowles & Foster in peepee of the 
Loan - - - 

- Bond fide Fase ise Messe 
Knowles & Foster on their own ac- 
count, resulting in heavy Loss - 

. Receipts and Expenditure of Messrs. 
Emile Erlanger & Co. - - = 

« Alleged payment of alarge Sum to 
President Garcia by Messrs. Erlan- 
ger & Co.; Denial by the latter - 

- Default of Payment of Principal and 
Interest = - 

. Favourable Cpu as to the Re- 
sources and Financial Condition of 
Costa Rica - - - - - 

. Difficulty as to the Agents for receiv- 
ing the hypothecated Revenues - 

. Suggested Inquiry as to the Powers 
under which the Loan was issued - 

. Fluctuation in the Price of the Bonds 

. Protests by Messrs. Knowles & Fos- 

ter, Messrs. Erlanger & Co. as re- 
gards a certain Bill filed in Chan- 
cery against them = 

Communication from the Sneek 

Financial Commissioner of Costa 
Rica in denial of Evidence sub- 
mitted on the part of Messrs. 
Knowles & Foster - - - 
Exception taken by Messrs. Knowles 
& Foster to the foregoing Letter - 

. Official Report showing the Proceeds 
of the Loan - - - 

. Review by the Comuiitce ih Con- 
clusions arrived at - - - 
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III. Contemplated Issue ofa Third Loan - 
Dealings before Allotment - - = é e 
Diversion of Loans from Englund’ - = - = = 
Dramings (Redemption of Loans) - - - ' 


Fraud 


French Loans - = * A = a = 2 


SARS 


Heapines in the following INDEX, with the Pages at which they may be found. 
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220 
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HonpuRas Loans: 


J. Liabilities of Honduras previously to the 
Loan of 1867: 

1. Federal Dele in arrear since 
1825 

. Debt due to Mone ‘Hart & Co. 

: Summary of Liabilities in 1867, 

showiog a Total of 120,451 le 


II. Loan Boar : 


. Authority from the Honduras 
Government - 

2. Contract with Messrs. Bischote- 
heim & Goldschmidt as to 
the Issue of the Loan 

3, Terms and Conditions of the 
Loan; Prospectus and other 
Documents in Explanation - 

4, Action of the London and County 
Bank in the matter - - 

5. Summary of Receipts and Pay- 
ments by the Bank, with Ex- 
planation. thereon - - - 

6. Appointment, Functions, and 
Remuneration of the Trustees 
of the Loan - - - 

7 Receipts and Payments iy the 
Trustees = - - 

8. Arrangements with Mr. Leleens 
as to the Disposal of Bonds ; 
Operations by him, or on hig 
behalf, on the Stock Exchange, 
for maintaining the Price; 
large Profits re alised —- - 

9. Question as to re- purchases by 
Messrs. Bischoffsheim & Gold- 
schmidt - - - - 


10. Convention of 15th October 
1869 - - aye © 

11. Interest Account opened with 

Messrs. Bischoffsheim and 

Waring - - - = 

. Fluctuations in the Price of the 
Bonds - . ° - 


13. Official Statement on the part of 
the Honduras Legation = 
14. Summary dy the Committee - 


IIL, Loan of 1869, issued at Paris - - 


IV. Loan of 1870: , 

1. Authority from the Honduras 
_Goyernment - Ps 

2. Agreements with Messrs. Bis- 
choffsheim & Goldschmidt, Mr. 
Lefevre and others, relative to 

the Issue of the Loan and the 
Application of the Proceeds - 

3. Terms and Conditions of the 
Loan; Prospectus and other 
Documents in Explanation - 

4, Receipt of Applications by the 
London and County Bank - 

5. Summary of Receipts and Pay- 
ments by the Bank - - 

6. Appointment, Functions, and 
Remuneration of the Trustees 

of the Loan - z ™ 

7. Receipts and Payments by the 
Trustees under various Heads 

8. Result of the Investigations by 
Mr. Waterhouse as to the Re- 
ceipts and Payments generally 

9. Arrangements ‘with Mr. Lefevre 
as to the disposal of Bonds; 
Operations by him, or on his 
behalf, for maintaining the 
Price; large Profits realised 
under different. Heads ~ . 
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Howpvras Loans—IV. Loan of 1870—continued. 
10, Result of Mr. Waterhouse’s In- 
vestigations relative to the 


enormous Amounts realised by 
Mr. Lefevre from the Sale of 
Bonds, and from ~ Interest, 
Commission, &c. - - ~ 

. Drawings and Extra Drawings 
. Complaint on the part of Indi- 
vidual Purchasers of Bonds, 
more especially as regards sub- 
sequent Correspondence with 
the Honduras Legation - 

. Fluctuations in the | Market 
Value of the Bonds - - 

. Official Explanations on the part 
of the Honduras Legation - 

5. Summary by the Committee, 
and Conclusions arrived at - 


V. Proposed Ship Railway Loan in May 1872 


VI. Proposed French Loan in December 1872.5 
previous Appointment of Captain Bed- 
ford Pim as Special Commissioner of 
Honduras : 

1, Circumstances attending the Aip- 
pointment of Captain Pin; 
his Funetions as Special Com- 
missioner = | - - 

. Functions of the Trustees of the 

proposed Loan; Balance trans- 
ferred to and expended gs 
them - - - - 

. Remuneration of Captain Poa 

exclusively by Salary - - 

. Expectations held out to the 

Bondholders in cennection 
with the proposed Loan ° 

Prospectus of the Loan .- - 

6, Interference of the French Po- 

lice. - - 

. Conflicting Sisters i Cap- 

tain Pim and M. Herran rela- 
tive to the Cause of Failure of 
the Loan - - - 

Interest taken in the Kien by 

Mr. Bischoffsheim and Mr. 
Lefevre - - - 
9. Inadequacy of the en as re- 

gards the Requirements of the 

Railway  - - - - 

10. Official Statement on the part 

of the Honduras Legation - 

11. Summary by the Committee - 

VIL. wiser ; 

. Surveys, Estimates, and Con- 
tracts - - > - 

2. Progress made«with the Works 

3, Character of the Country, and 
Prospects of the Line, if com- 
pleted - - - - 

4. Payments on account of the 
Railway; wae ‘Default on this 
Score - = 

5. Explanations on tiie part = the 
Honduras Legation = - 

6. Official Suggestions as to the 
‘Provision of Means for the 
‘Completion of the Line ~ 


VIII. Shipments of Mahogany and mpetic, one 
Receipts therefrom =~ 

IX. Conflicting Statements as to oe ea 

of Honduras = - - = 

K. Correspondence in July 1872 between the 

‘Council of Foreign “Bondholders and the 

‘Honduras’ Mimster’ - = -  « 
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Honpvras Loans—continued. 


XI. Sanguine Viens held and expressed by 
Captain Bedfard Pim as to the Pros- 
pects of the Bondholders. .- - 

XII. Representations on the part of the Bia: 
holders’ Protection Committee - 

XIII. Meeting of Bondholders and Report by 
Committee of Investigation - - 

XIV. Projected Formation of the Hate -ceents 
Railway Company ; Failure thereof - 


XY. 


Rise and Fall in the Price of the Bees 


of the different Loans - - 


Difficulty experienced by the clbaieeee in 


obtaining Information - - - 


. Historical Account sumplead a the BON: 


duras Legation - 


. Obstacles raised by Bonk Cislos Ne sdierres 


as to Attendance before the Committee, and 
as to the Supply of RoHECaY Evi- 
dence 


XIX. 


Antecedents and He, Character of 


Don Carios Gutierrez = - - 


XX. 


Conclusions of the Committee in strong 


Disapproval of the Conduct of the Hon- 
duras Minister in RSTn to the a 
Serent Loans - 


XXI. 


Non-attendance of Mr. Da A Bischoffs- 


heim asa Witness - 

XXIL. Obstacles to the Attendance ‘oe Mr. hes 
fecre; impracticable Offer make by si 
on the Subject - - 

XXIII. Antecedents of Mr. Lefeore - 

XXIV. Alleged Bribes or Presents by Mr. vay 
Setre in eppmeciion with the diene 
Loans 

XXV. Relations between one of ‘Ale Informants a 
the Commitiee and the SNE im~- 

_ plicated by his Evidence - 

XXVI. Absence of Remittances from Honduras 

or the Service of the Loans - 

‘otal Indebtedness of Honduras in rene 

“of Principal and Interest - - - 


XXVIT. 


Hypothecated Securities - 2 a : a & 


_ Leeman’s Act - 


_ Legal Proceedings - 


Paracuay Loans : 
I. Loan of 1871: 
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Contract with Messrs. Waring 
Brothers ; how originated = - 
Arrangement between Messrs. 
Waring Brothers and Messrs. 
Robinson, Fleming, & Co., for 
the issue of the Loan by the 
latter; Sanction on the part 
of the Paraguayan Minister - 
Terms of the Prospectus - - 
Character of the Inquiries jnto 
the Financial Condition and 
Resources of Paraguay before 
the issue of the Loan; Par- 
ticulars on these Points - 
Large Margin between the Con- 
tract Price and the Price of 
Issue - - 
Amount of Applications ot the 
Loan by the Public - - 
Grant of a Settlement and Of- 
ficial Quotation on the Stock 
Exchange - - : - 


. Authority from the Paraguayan 


Representative to Messrs. Wa- 
ring Brothers in regard to 
Purchases of the Loan on 
behalf of the Government - 
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_ Paracvay see I. Loan ‘of 1871--continued. 


9, Operations of the Syndicate 
(comprising Messrs. Waring 
Brothers, Mr. Laing, and Mr. 
-Albert Grant); large Pur- 
chases effecied and Amount of 
Profits realised = - - - 


10. Proceeds of the Loan as ac- 
counted for by the Agents to 
the Contractors and by the 
latter to the Government - 

11. Confirmation by Government of 


the Action of the Agents. and 
Contractors ; Dispute, how- 
ever, on the Score of Premiums 
Absence of Remittances from 
Paraguay for the service of 
the Loan - - - 
. Indebtedness in buajieut of the 
Loan; high Rate of Interest 
represented - - - - 
Summary by the Commiittee ; 
Comments upon the State- 
ments in the Prospectus and 
the Operations of the Syndicate 


2. 


14, 


IL. Loan of 1872: 


1. Contract with Messrs. Robinson, 
Fleming, & Co. - - - 
2. Margin between the Price of 
Issue and the Contract. Price - 

3. Prospectus of the Loan ; omis- 
sion therein of any reference to 
the Public Debt of Paraguay - 

. Question of Security for the Loan 

5. Amount of Applications; Cer- 

tificate on the subject to the 
Stock Exchange - - = 
6. Authority in regard to Purchases 
of the Loan on behalf of the 
Government - - - 
7. Operations of the Syndicate ; 
large Purchases effected, but 
without successful Result - 
8. Failure of the Loan, owing 
largely to the Discredit pro- 
duced by the Honduras ely 
— Railway Loan - - 

9. Commission agreed to be Paid 
by the Contractors to Messrs. 
Waring Brothers - - 

. Receipts and Bependivare of the 
Contractors - - 

. Receipts and Eemendiure of 
Messrs. Waring Brothers’ - 

. Official Approval of the Action 
of the Contractors - - 

. Investigation and Legal Pro- 
ceedings on the part of the 
Government. - - - - 

. Indebtedness of Paraguay in 
respect of the Loan - - 

. Failure of Steps for Supervising 

the Sale of Public Lands” - 

Summary by the Committee - 


Hee 


16. 
III. Resources and Liabilities generally - - 


IV. Liability in respect of ie gl eeu in 
England - - - 


V. Fluctuations in the Price of the Bonds - 


VI. Prospect of Paraguay fulfilling her Obli- 
gations ; absence of Repudiation - - 


VII. Suggested Appointment of a British Henne. 
sentative in Paraguay - 


Penalties = < . = z “ . _ 
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PAGE 
Price of Issue - - - . rs 4 - 276 
Prospectus - - - . 4 if - 876 
Public, The - - - - - A 3 - 276 
Publicity - - <i A é 2 e ~ 297 


Quorarion or Loans: 
1, Practice as to Quotation of Prices before 
ana after Allotment, and as to the Action 
of the Committee of His Stock seen gnge 


in the Matter - 278 
2. Question of withholding a Quotation ae 
certain Circumstances - - - = 278 


8. Strict Prohibition proposed as regards 
Quotation of Premiums on unallotted 
Stockh - 278 

4. Question of ciated in pelea Official re 
only the actual Amount issued of each 
Loan - - - - - =, 258 


REGISTRATION : 
1. Evidence in Explanation and Support of 
the Bill for the Registration of ie 
Loans - 279 
2. Penalty proposed, Os Onion to ines 280 
3. Evidence adverse to the proposed Scheme ; 
adverse Conclusions also of the Com- 


mittee - ~ - - - - 280 
Re-purchases - . ° - e 5 - 280 
Resources (Berrowing States) - = - - <i O84 


San Domineo Loan: 
1. Authority for the Issue of the Loan - 282 
2, Contracts or Agreements with Mr. Hart- 
mont; Provisions therein as to the 
Amount to be paid to Government, and 
as to the Annual Charge - - - 282 
3. Question as to the San Domingo Grovern- 
ment having subsequently annulled the 


Contracts with Mr. Hartmont - - 282 
4, Preliminary Inquiry relative to the Re- 
sources of San Domingo ~ 283 


5. Issue of the Prospectus through Messts. 
Peter Lawson & Son; Terms of the 
Prospectus - - - - - (283 

. Securities offered for the Loan - 283 

. Arrangement contemplated in the re 
Instance with Mr. J.T. Mackenzie - 283 
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San Domrnco Loan—continued. 


8. Difficulty as to the Disposal of the Bonds ; 
eventual Disposal of a large Amount 
under Arrangement with Messrs. Bisch- 
offsheim & Goldschmidt and others - 

9. Particulars of the Arrangement made 
through Messrs. P. Cazenove & Co. with 
Messrs. Bischoffsheim § Goldschmidt 
and Messrs. J. 8S. Morgan & Co. - 

10. Sundry Documents submitted to the Com- 
mittee of the Stock Exchange in support 
of Applications for a Settlement and 
Official Quotation —- - - 

Explanations by Mr. Haven as to his 

Receipts and Expenditure in respect of 
the Loan; large Balance stil retained 
by him, conditionally, ‘whilst only 
50,000 a have been paid over to the 
Government in San Domingo - - 
12. Claims of Mr. Hartmont im respect re the 
Samana Bay Concession « - 

18. Guano Supply of Alto Velo -_ - - 

14. Explanations on the part of the present 
Representative uf San Domingo ; Denial 
of many of the Statements of Mr. Hart- 
mont, and Repudiation of his Action - 

15, Absence of Ten as the Service of 
the Loan - 

16. Rise and Fall in the Prite of ‘the Bonde 

17. Conclusions and Comments by the Com- 

mittee = = = " te . 


Shares (Joint Stock Companies) - - - - 


11 


Srock EXcHANGE: 

1. Constitution and Jurisdiction of the Com- 
mittee of the Stock Exchange - 

2. Practice as to Applications for a Settle- 
ment and Quotation, in the case of 
Foreign Loans, and as to the Require- 
ments of the Stock Aa Gd in the 
matter - 

3. Operation of the pte Sisten in ia, 
‘tion to the Interests of the Public ; Ques- 
tion of amending the existing Rules : 

4. Proposal for a full Inquiry by the Stock 
Exchange Committee with a view to 


Publicity - - 2 

5. Conclusions and Suggestions by ie Com- 

mittee - - - = 

Syndicates - - - - - : : : 
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[N.B.—In this Index the Figures in the Analysis of Evidence of each Witness, and those following 
the Names of the Witnesses, refer to the Questions in the Evidence; those following App. to 
the Pages in the Appendix; and the Numerals following Rep. tu the Pages in the Report. ] 


A. 


ACCOUNTS. Advantage of a registration of the accounts after each loan has been 
raised ; check thereby upon undue retention of the proceeds in this country, Sheridan 
5914-5916. 


AGENTS AND CONTRACTORS: 


Instances of loans taken by the agents at a contract price, there being no commission 
in such cases, White 36-41. 78-83 Statement of the services rendered by the agents 
in return for the commission, 2b. 63-71. 


Doubt as to inquiry being made by the Stock Exchange Committee into the question 
of revocation of powers of agents, De Zoete 326-328-——Check by requiring that the 
powers under which agents act should be lodged with some public authority, Cohen 
4018 Tendency of the evidence before the Committee to induce foreign Governments 
to plead insufficiency of powers in the persons by whom loans have been brought out, 7d. 


Suggestion that the names and addresses of the responsible agents be registered, so 
that the foreign Government should sue and be sued through a registered officer, Lewis 
4917. 4922 Approval of the suggestion by Mr. Lewis relative to the registration of 
the names and addresses of the responsible agents for foreign loans, Cohen 5179—— 
Benefit anticipated from a requirement that a certificate should be given through the 
Foreign Office, that the agent issuing any loan was duly empowered to that effect, b.—— 
Concurrence in the suggestion that the contractor for a loan should be required to deposit 
his powers at the Foreign Office, Cazenove 5531 ; Rothschild 5819. 


Respects in which protection would arise to the public if the names and addresses of 
the agents of borrowing Governments were registered ; difficulty however as to legal 
proceedings where the diplomatic representative acts as agent, Sheridan 5930-5940. 


Contemplated production before the Stock Exchange Committee of the contract 
between the agent and the foreign state, Vedley 5968. 5978, 5979 Anticipated resist- 
ance from contractors against the proposed production of contracts and secret agree- 
ments ; expediency however of their objections being overruled, ib. 5992-5995- 


Conclusion of the Committee that in respect alike of the Honduras, San Domingo, 
Costa Rica, and Paraguay Loans, those who introduced them to the public seem to have 
been regardless of the financial resources of the borrowing State, Rep. xliv Fictitious 
market created by the buying and selling of the stock on behalf of the contractor before 
allotment. 2b. xlv Unfair position, as regards the public, in which the contractor is 
placed by these operations, 1d.-——Opportunities for collusive action between those who 
issued certain loans and the immediate agents of the contracting State, 1. Sugges- 
tion that the prospectus should set forth the authority from the borrowing State, 7d. 11x. 


Great importance of the functions exercised by the agent or contractor for a foreign 
loan, Rep. | The Committee submit whether it is proper that an office, on the due 
exercise of which depends in no small degree our good understanding with the borrowing 
country and our reputation for honesty and good faith, should be exercised by any 
person who may choose to undertake it, or, worse still, to whom the representative of 
some petty or insolvent State may choose to entrust it, 2. 


See also Baring Brothers. Commission. Costa Rica Loans. Honduras Loans. 


Paraguay Loans. Publicity. San Domingo Loan. Stockh Exchange. 
367. 3T Agra 
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 , 


Agra Bank, Doubt as to the former stoppage of the Agra Bank having been due to “ bear” 
operations, De Zoete 522-527. 


Allotment of Stock. Necessity of all allotments being at the price named in the prospectus, 
although the stock may previously have been quoted at a premium; frequent refusal 
however of applications for allotment, De Zoete 253-260 Suggestion whether it would 
not be well to refuse a quotation unless a fair proportion, such as two-thirds of the loan, 
were allotted, Scott 380. 403, 404 Objections to the foregoing suggestion, De Zoete 
4745 475+ 

Proposal that bankers or others issuing loans should be required to allot them pro ratd, 
as in France, Baron Erlanger 3991-3994- . 


Sugvestion that there be a registration of each allotment, showing the ameunt applied 
for and allotted, and the name and address of the allottee, Lewis 4808, 4809. 4849-4854 5 
Sheridan 5917, 5918. 

Consideration of a proposition that there should be no interval between the issue of th® 
prospectus and the allotment, and that the public should at once be enabled, in order of 
application, to buy scrip on the terms of the prospectus; objections to this proposal, De 
Zoete §418-5427- 5501, 5502. 5511; Cazenove 5540-5595. 5570-5572 Full room 
under this proposition for the operation of syndicates, De Zoete 5501, §502. 6511. 


Statement showing the inexpediency of the proposal that the subscriptions should be 
opened as soon as the prospectus was issued, upon the principle of “ first come, first 
served,” Rothschild 5774-5779 Practice of witness’ firm in the allotment of loans ; 
preference given to bond fide applications, 2b. 5856-5861. ; 


Comment by the Committee upon the means employed in order to induce the public 
to apply for allotments, the period between the advertisement and the allotment being the 
opportunity of the syndicate or contractors, ep. xlvi, xlvii. 


See also Dealings before Allotment. 
Alvarado, Senor. See Costa Rica Loans, iI. 


Amount of Issues. Explanation and defence of the practice of quoting in the official list 
of the Stock Exchange the whole amount of the loan, although the actual issue may be 
but a small proportion; obstacles in the way of showing the precise amount issued or 
subscribed from time to time, De Zoete 261-283. 291. 294-301. 315-318. 330-334. 475 

Information necessary from time to time in extending the quotation to the number 

or amount of bonds issued, Scott 422-424. 


Improvement by publishing in the official list the amount ,of stock which is 
issued, Cohen $184. 5245 Evidence to the effect that it would be some «slight 
protection to the public if the amount of the loan actually issued were duly stated 
in the official list of the Stock Exchange; prejudicial effect, however, in the case.of any 
good loan not fully subscribed for at first, Rothschild 5806-5814. 5862-5865. 

Conclusion of the Committee as to the expediency of providing, under penalty, ‘the 


supply of returns by the contractors for loans, which shall enable the quotation to be 
limited to the actual amount of stock held by the public, Rep. xlviil. 


Application of Proceeds of Loans. Frequency of portion of the proceeds being applied in this 


country, as in payment of the current interest ; the public have no voice or check as to 
such application, White 44, 45. 53-55- 


Instances of flagrant misapplication of the money received from the public, Rep. xlv. 


See also Costa Rica Loans. Honduras Loans. Paraguay Loans. San 
Domingo Loan. 


Applications for Allotments. Practice of subscribers to loans either to apply direct to the 
agents, or to employ brokers, White 56,57; De Zoete 286, 287 Interval of ‘three or 
four days usually allowed for applications, W hite 538-62—— Doubt as to any advantage 
by extending the time for which the list of applications is open to the public, De Zoete 
238-240; Scott 438-443. 465 Absence of security in regard to persons who-apply 
for portions of loans taking up the amounts applied for, De Zoete 515-521. 


Check upon applications for new loans if it were necessary in every case to pay some 
money on application, Tucker 2465-2471 Grounds for objecting to loans being ad- 
vertised for some days before the subscription list is opened, Cohen §237-5241—— 
Exceptions taken to a proposition that on the issue of a prospectus anyone should be able 
at once to buy at the price mentioned, without there being any interval before allotment, 
De Zoete 5413-5427. 5501, §502- 55115 Cazenove 5549-5505. 6579-55723 Rothschild 
5774-5779- 


See alsu Allotment of Stock. Stock Exchange, 2. 


Appointment of Committee. Examination upon the question of witness having stated that 
he was mainly or partially instrumental in procuring the appointment of the present 
- Select 
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Appointment of Committee—continued. 


Select Committee ; he had no communication with the Member for Taunton previously 
to the motion for the Committee, Watt 2088-3125. 


Austria. Communication between the committee of the Stock Exchange and the Austrian 
Ambassador, relative to a quotation of Austrian stock, De Zoete 468. 


Authority or Powers of Agents and Contractors. See Agents and Contractors. 


B. 


Bad Loans. Comparatively small amount represented by the loans which have been 

failures, Baron Erlanger 3995 Statement showing a nominal total of about 
10,000,000/, represented by the bad loans raised since 1867, and investigated by the 
present Committee, whereas in the last ten years other loans to the nominal amount of 
more than 400,000,000/. have been issued in England, greatly to the advantage of this 
country, Cazenove 5527, 5528. 5584-5588——The two French loans represent a moiety 
of this total, 2b. 5528. 5585, 5586. 


Reference to a list of foreign loans in default tc the amount of 76,000,0001., besides 
which there is the Spanish debt of 165,000,0002., which is largely held in England, 
Sheridan 5950. 


See also Costa Rica Loans. Honduras Loans. Paraguay Loans. San 
Domingo Loan. 


Bailie, Alexander Francis. (Analysis of his Evidence.)—Visit of witness to Paraguay at 
the end of 1870 in reference to the operation of the railway; he was there again at the 
end of 1871, and throughout 1872; 5087-5094. 5105 Prostrate condition. of the 
country after the termination of the war in 1870; still, by the end of that year, it was 
certainly recovering, 5095-5099 —— Various resources of the country, the yerba being 
especially an article in great demand, and being largely exported, 5100. 5110 ——-Estimate 

_of about 100,000/, a year as the Custom House receipts in 1870 and 18713; 5101-5103. 
5110-5112 Statement to the effect that when witness was in Paraguay he never 
heard of any heavy internal debt, or war debt, 5104-5109. 


Bank Shares. See Leeman’s Act. 


‘Barclay, James. (Analysis of his Evidence..—Employment of witness, as broker, to sell 
and buy stock of the Honduras loans of 1867 and 1870 for Mr, Lefevre; large amount 
to which his dealings extended, 2765 et seq. Difficulty at first in selling stock of the 
1867 loan; the public, however, gradually came as buyers, and a market was thus 
created, 2769-2779 Inability of witness to state the amount sold by him, in 1867 
and 1868, for Mr. Lefevre; on retiring from business his books were destroyed, 2780- 
2789-—— Explanation of witness’ transactions in buying stock of the 1867 loan for Mr. 
Lefevre, through Mr. Evans, when the market was flat, 2789~2806. 


Large purchases by witness of the 1870 loan before allotment, by order of Mr. 
Lefevre, through Mr. Evans; balance of 600,0001. of stock delivered at Mr. Lefevre’s 
office on the special settling day, 2807-2826——Amount of sales and purchases by wit- 
ness after the settlement in 1871 and 1872; he ceased to deal in May 1872; 2827- 
2857——Doubt as to the extra drawings, in April and September 1871, having had any 
effect on the market, 2848-2853——Artificial character of the dealings in the loan 
before allotment; this was not, however, “rigging the market,” 2858-2864——I ability 
of witness to explain the term ‘“ pocket order,” 2865. 


Baring Brothers & Co, Communication, in the case of each: loan issued by Messrs. 
Baring Brothers, with the foreign Government, or with its representative in this country, 
due inquiry being made into the authority for the loan, White 5-8. 11——Varying com- 
mission paid to Messrs. Baring, the highest rate being two per cent. on the money value, 
ib. 9, 10. 34-36. 46, 47 Issue generally of loans by the firm in London, as agents for 
the Government, and not as contractors, this and other details being set forth in the 
prospectus, 7. 11-16——-Practice of Messrs. Baring not to place any loans on the market 
save by means of prospectus and advertisement, 720. 18, 21-24. 42, 43. 


Benitez, Senor. See Paraguay Loans, ll. 15. 
Bernhard, Dr. See Honduras Loans, IX. 


Binney, William. (Analysis of bis Evidence. )—Sundry details in connection with certain 
cargoes of mahogany and cedar shipped by the firm of Melhado and Morrice (witness 
being a partner) from Honduras to London in 1869 and 1870; payment of 6,o00/. on 
account of these cargoes by means of bills of exchange on Don Carlos Gutierrez, 1121— 


1162. . 
367. 372 Bischoffsheim 


204 BIS GAZ 


Report, 1 875—continued. 


Bischoffsheim, Henry Louis (Messrs. Bischoffsheim £ Goldschmidt). Letter submitted to 
the Committee from Mr. H. L. Bischofisheim; also a medical certificate, Freshfield 
2884-2887. 

Explanation as to the Committee not having enforced the attendance of Mr. Bischoffs- 

heim, Rep. xxvi. 
See also Costa Rica Loans. Honduras Loans, I1-1V. VI-VIII. X XI. XXV. 
San Domingo Loan, 8, 9. 


Brokers. Allowance usually made to brokers who act for agents or contractors for foreign 
loans, White 15——-Statement as to brokers who apply for a settlement in foreign loans 
receiving a fee for the use of their names, and for setting the committee of the Stock 
Exchange in motion, De Zoete 493-504- 


Brunlees, James, C.E. See Honduras Loans, V. 


Buenos Ayres Loan (1824). Reference to the Buenos Ayres Loan of 1824, as similar in 
some respects to the Paraguayan Loan, Fleming 4356-4360. 


C, 


Cancelling of Loans. Expediency of its being made public when portion of a-loan is can- 
celled by the contractor, Scott 416-418. 


Causes of Public Losses. Summary by the Committee of the causes of the losses entailed 
upon the public in respect of the loans in default, inquired into by the Committee, 
Rep. xlvi—xlviii. 


Cazenove, Henry. (Analysis of his Evidence.)—Represents the firm of P. Cazenove & Co.» 
stockbrokers, 3221-3223——Employment of the firm on the part of Messrs, Peter 
Lawson & Son, in January 1870, in negotiating the sale of 571,700 J. bonds of the San 
Domingo Loan; Jengthened discussion and negotiation involved, 3224-3236——Con- 
tract for the sale of the bonds to Messrs Bischoffsheim & Goldschmidt, and Messrs. 
J. S. Morgan & Co., dated 31st January 1870; 3237, 3238——Other persons associated 
in the contract besides those disclosed therein, 3238-3240 Commission of 2,000 7. 
paid to witness’ firm, which they took in bonds at 607. cash for each 1007. bond, 3242—- 
3245. 3259-3263. 

Statement that witness’ firm acted solely and simply as brokers, and that their func- 
tions ceased when they handed over the contract, 3246-3250——Probable explanation 
of a discrepancy between the balance unallotted on 22nd October 1869 and the amount 
dealt with by the contract of gist January 1870; 3251-3255. 3259-3263—— Practical 
completion of the negotiations for sale before the contract was formally made, 3256— 
3258——Payment of about 100,000 /. in cash in respect of the contract, 3264 Prac- 
tice of the Stock Exchange as to giving a quotation without insisting upon production 
of the banker’s pass book, 3265-3268——Disposal by witness’ firm, as brokers, of 
70,100 J. of bonds at prices varying from seventy to seventy-one, in the period from 11th 
February to the end of May, 3269-3273. 

[Second Examination. |—Explanation that the Stock Exchange Committee for the 
time being might prohibit their own members from dealing in any stock before allotment, 
but that any such rule might be cancelled by a subsequent committee representing a 
different view of the question, 5527——Grounds for the conclusion that the great suc- 
cess of the last French loan was largely owing to the dealings before allotment, 5527. 
5597-5569. 

Exceedingly prejudicial effect as regards the issue of foreign loans generally in Eng- 
land if dealings before allotment were prohibited by legislation, 5527-5530——State- 
ment showing a nominal total of about 10,000,000 J. represented by the’bad loans raised 
since 1867, and investigated by the present Committee, whereas in thé last ten years 
other loans to the nominal amount of more than 400,000,000 /. have been issued in Eng- 
land, greatly to the advantage of this country, §527, 5528. 5584-5588. 


Opinion that many of the Stock Exchange ules might be improved, as not being 
sufficiently stringent to prevent abuses, §531. 5535——Approval of the suggestion that 
the contractor for a loan should be required to deposit his powers at the Foreign Office, 
5531—— Decided objection to the contractor being required to publish the full terms of 
his contract with the borrowing Government, 5531, 5532——Advantage of more pub- 
licity when the Stock Exchange Committee are asked to grant a quotation and settle- 


ment, 5532+ 5537-5539: 
Suggestion whether when a quotation is asked for the contractor should not apply 
personally ; considerable difficulty however apprehended, 5533——Recommended re- 
quirement of a statutory declaration when the contractor applies for a settlement, 5533- 
5535 Proposal that where a special commissioner is appointed he should make a 
declaration. 
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Cazenove, Henry. (Analysis of his Evidence)—continued. 


declaration that no proceeds of the loan would be used to purchase stock for or on behalf 
of the Government; the contractor should join in this declaration, 5535. 5573-5575. 


Actuation of the Stock Exchange Committee by disinterested motives in framin 
2 A g 


their rules, these being however not stringent enough, §536——Excellent effect produced 
upon public opinion by the disclosures during the present investigation, 7.——Exception 


taken to the view that there isno protection under the present system of dealing with the 
question of settlement and quotation, 5537-5539- 


Consideration of a proposition that there should be no interval between the issue of 
the prospectus and the allotment, and that the public should at once be enabled, in order 
of application, to buy scrip in the terms of the prospectus; objections to this proposal, 
5540-5595. 5570-5672——Opinion that a person issuing a false prospectus should be 
liable in law to the present holders of the securities, 5530-5583. 

Examination in detail adverse to the proposal that the contracts between the contractor 
and the foreign Government should necessarily be published, so that the public might 
know more especially the price to the contractor and the price of issue, §589-5635—— 
Objection by the borrowing Government to a publication of its contracts; the effect 
would be to drive the issue of foreign loans from the English market, greatly to the 
injury of business and to the prejudice of the public revenue, 5590-5596. 5618- 
5625. 

Question considered whether when a loan is sold to a contractor at sixty-four, and is 
brought out by him (with the aid of a syndicate) at eighty, the public should not be 
informed that the Government pays interest on a loan at sixty-four instead of eighty ; 
witness is reluctant io express any opinion in reference to such case, save that if the 
facts were known the public would not find the money, 5598-5618. 5627-5635—— 
Expediency of the public clearly understanding that they are lending on the terms of the 
prospectus, §615, 5616. 


Central America. Paper containing sundry details relative to the several States of Central 
America, their population, area, resources, &c., App. 111-114. 


See also Costa Rica Loans. Honduras Loans. 
Clarke, Hyde. (Analysis of his Evidence. )—Has been Secretary to the Council of Foreign 


Bondholders since the end of 1868; 607 Function of the Council as regards the collec- 
tion of documents and information relating to foreign loans, 608-611. 


Prospectus produced relative to the Honduras Loan of 1869, issued in Paris; this was 
a 10 per cent. Joan of nearly 2,400,000 ., issued at 87. per 12 /. bond, 612-614 Re- 
ference to a published statement in June 1870 as to certain shipments from Honduras on 
account of the loan of 1867; 616 Conditions of the Honduras Loan of 1870 for 
2,500,0002., issued in London at 801. per 100 J. bond; provision as to additional drawings 
in redemption of this loan, 617-623 Evidence showing that two extra drawings took 
place in respect of the loan of 1870; 624-031. 


Prospectus of the Honduras Ship Railway Loan of 1872 for 15,000,000 /. nominal, to 
be issued at 80 per cent., 632, 633 Letter from the Council of Foreign Bondholders 
to Den Carlos Gutierrez, the Honduras Minister, dated 23rd May 1872, with reference 
to the foregoing prospectus, and requesting explanation on several points, 634-639 
Reply received from Don Carlos Gutierrez, dated 24th May 1872, submitting explana- 
tions, 640. ' 

Communication from the Honduras Minister to the “ Times,” dated 25th May 1872, 
announcing the withdrawal “for the present” of the Ship Railway Loan; absence of 
applications on the part of the public, 641, 642 Quotation of the scrip of the above 
loan at a premium in the interval between the issue and withdrawal of the prospectus, 
643, 644——Copy of article which appeared in the “ Economist” newspaper on the 
25th May 1872, in disproof of certain statements in the prospectus, and showing the 
very little security for fulfilment of the promises and conditions therein, 645-648. 


Communication from Don Carlos Gutierrez to the Council of Foreign Bondholders, 
dated gth July 1872, stating that provision had been made for the service accruing in 
1872 upon the Honduras Loans, and that due steps would be taken for the completion 
of the inter-oceanic railway, 650 Further communication from the Honduras Minister, 
dated 25th July 1872, questioning the right of the Council of Foreign Bondholders to 
ask for explanations relative to the credit and fuancial condition of the Honduras Govern- 
ment, 651——Letters from the Council of Foreign Bondholders, on the 4th and 25th 
July 1872, which led to the foregoing communications, 652-655. 


Circular, dated Paris, 12th December 1872, issued by Captain Bedford Pim, as Special 
Commissioner of Honduras, assuring the Honduias bondholders that he had completed 
very satisfactory arrangements on their behalf, 656-65y——\ Prospectus of the loan pro- 
posed to be issued in Paris in December 1872; summary stop put to this loan by the 
French police, 660-663. 
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Clarke, Hyde. (Analysis of his Evidence)—continued. ; 
Examination showing that the total indebtedness of the Honduras Government for its 
loans.in Europe is 5,398,622 /. principal, and 1,156,533 /. arrears of interest, 664-685. 
Reference to a.certain proposal for the conversion of the Honduras bonds into railway 
shares, this having fallen to the ground, 686~691. : 


[Second Examination. |— Papers handed in to the Committee (App. 179, 180) containing 
a translation of certain tables in the appendix to an official report to the Congress of 
Costa Rica in 1874; particulars therein as to the proceeds of the two loans, 6674-6676. 


Clements, George Menzies. (Analysis of his Evidence.)—As solicitor for Messrs, Knowles * 
& Foster, submits that the Jetter from Senor Yglesias to the Committee is inaccurate in ” 
many of its.statements, 6020-6022. 


Cohen, Lionel. (Analysis of his Evidence.)—Represents the firm of Louis Cohen & Sons, 
40v7, 4008 Explains the circumstances under which the firm formed one of the 
syndicate interested in the Costa Rica Loan of 1872 ; 400g-———--Careful inquiry first made 
as-to the financial condition of the country, whilst it was distinctly understood that the 
whole expense to the Government for issuing the loan should not exceed 7 per cent., 
4009. 4016—— Introduction of Baron Erlanger by the firmto Messrs. Knowles & Foster, 
4009 —-—Positive denial that the firm knew anything of the contract under which Baron 
Erlanger’s house was to receive an additional amount of 4 per cent., or anything. of the 
present. of 60,000 2 to President Garcia; letter hereon dated 61h November 1873; 
4009, 4010. 4913-4018——Receipt by the firm of a sum of 3,700/., as having taken 
an interest of one-third in the syndicate, 4011, 4012. 


Suegestion as regards the issue of foreign loans generally, that the powers under which 
agents act should be lodged with some public authority, 4018 Advantage if the pre- 
sent Committee were to investigate the question of the sufficiency of the powers under 
which the agents acted in bringing out the Costa Rica Loan, 7. Tendeney of the 
evidence before the Committee to induce foreign Governments to plead insufficiency of 
powers in the persons by whom loans have been brought out, 2. 


[Second Examination. |—Explanation that in the suggestions which witness is about to 
offer, he speaks in his individual capacity, and not as representing the Conimittee of the 
Stock Exchange, of which he is a member, 5174. 


Statement to the effect that in the chief capitals of Europe, other than London, where 
public loans are brought out, there is no real impediment to the issue of loans, or to 
transactions before subseription, 5174-5178 Formal character of the authorisation 
required in France before the issue of the prospectus of a loan, .5174-5176——Similar 
system of Continental bourses, as of the London Stock Exchange, in regard to granting a 
quotation, 5177, 5178 Much less investigation or contro! on the Continent than in 
this country as regards the introduction of loans by contractors, 5178. , 


Grounds for the conclusion that certain proposals in Mr. Sheridan’s Bill would 
altogether prevent the issue of foreign loans in England, witness submitting that such 
legislation is exceedingly inexpedient, 5178 e¢ seg.——Concurrence in a suggestion by 
Mr. Lewis relative to the registration of the names and addresses of the responsible agents 
for foreign loans, 5179—~— Deterrent effect of the penalties proposed by the Bill under 
certain circumstances, 70. . 


Argument that dealings before allotment should no more be interfered with than time 
bargains, 5179——Inaccuracy of a statement (by Mr. Grant) that the dealers make a 
market and a price in foreign loans before allotment ; the initiation rests with the public, 
through the brokers, 2. Decided objection to any interference with the power of the 
contractor or of the issuing firm to buy back stock with their own money before allot- 
ment, 2.——Approval of its being obligatory to state the fact in the prospectus when 
the borrowing Government gives power to buy back three-fourths of the loan for a 
itself, 7b. ’ 
Inoperativeness of any prohibition of dealings before allotment, 5179——Protection 
rather than prejudice to the public by the formation of syndicates in connection with 
foreign loans; every firm isin fact a syndicate in itself, 5179. 5238——Stimulus to pur- 4 
chases by the public before allotment by the quotations in newspapers, for which the 
Stock Exchange is in no way responsible, 5179——\Inexpediency of any close legislation 
as a consequence of the revelations before the present-Committee; beneficial effect to be 
produced by the publicity secured through the operation of the Committee, 5179. 
5185-5187. 
Suggestion that benefit would result from a requirement that a certificate should ‘be 
given through the Foreign Office that the agent issuing any loan was duly empowered to 
that effect, 5179——-Anxiety of the Stock Exchange Committee to check evil practices ; 
probable modification of their rules with this object, 2b.——Expediency of its being clearly q 
understood by the public that nothing is to be done by legislation, 2d. 


Admission as to the importance of the-rules of the Stock Exchange being framed in_ 
. «. 3 the 
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Cohen, Lionel. (Analysis of his Evidence)—continued. 


the interests of the public, 5180-5185——Improvement by publishing in the official list 
the amount of stock which is issuéd, 5184. 5245——Absence of analogy between foreign 
loans and limited liability companies aseregards the necessity of legislation for the pro- 
tection of the public, with reference more especially to the amount of promotion money 
in each case, 5188-5200. 5246-5256——Approval of its being known to the public when 
there is an excessive margin between the contract price of a loan and the issue price to 
the public ; prejudicial diversion of business from this country if the contract price were 
to be compulsorily puvlished in all cases, 5200-5210. 5251. 


Advantage of some means of securing that hypothecated revenues are duly paid over, 
5211, 5212——Stimulus to unsound loans under the system of issuing at a low figure to 
be repaid at par by annual drawings, §212——Belief as to the entire inoperativeness of 
Leeman’s Act, 5213-5217——Sufficient penalty under the existing law if a contractor 
makes a false declaration to the Stock Exchange, 5218, 5219. 


Further approval, of its being necessarily made public when the issuing Government 
takes measures for buying back a large ‘portion of the loan, 5220-5227. 5232-5235 
——Uselessness of registering the original issue of bonds, 5228——-Difficulty as to pre- 
ventive legislation on different points lest trade should be unduly hampered thereby, 
5229-5231. 

Grounds for objecting to loans being advertised for some days before the subscription 
list is opened, 5237-5241——Inability of the Stock Exchange Committee to prevent 
dealings before allotment, although they do not allow a quotation, 242-5244. 5261- 
5263——Advantage of every publicity through the press when a new loan is about to be 
issued ; doubt, however, as to the expediency of quotations in the press before allotment, 
5257-5259- 

Opinion that a certain letter, authorising the contractors for the Paraguay Loan of 1872 
to buy back the Joan in the market, should have been among the documents submitted to 
the Stock Exchange, 5260——-Argument that there are many legitimate transactions 
before. allotment, and that it is not expedient to prohibit such transactions altogether, 
5261-5265. 


Commission (Agents or Contractors). Varying commission in the case of loans issued 
through Messrs. Baring, the highest rate being two per cent. on the money value, White 
9, 10. 34-36. 46, 47 Expediency of publicity in cases where an enormous commis- 
sion is paid to the contractor, Lewis 4787 Check to dealings before allotment if the 
amount of commission to the agent or contractor were necessarily disclosed, Sheridan 
5950. 5957, 5958 Comment upon the enormous commission exacted by contractors, 
Medley 5995;'5996- 

See also Agents and Contractors. Costa Rica Loans, 11. 8. Honduras Loans, 
bis: TY. 9. Paraguay Loans, 1.53; I. 2, 9. 


Companies Act (1867). Reference to the Companies Act of 1867, as affording a precedent 


for requiring certain things to be stated in the prospectus, Rep. xlix. 


Consols. Similar footing upon which transactions or contracts in consols and in shares end 
foreign loans are now placed by the rules of the Stock Exchange, De Zoete 468. 


See also Time Bargains. 


Contractors for Loans, and Contracts. See Agents and Contractors. Costa Rica Loans. 
Honduras Loans. Paraguay Loans. Publicity. San Domingo Joan. 


Cooper, Robert George. (Analysis of his ‘Evidence. )— Particulars supplied by witness (who 
is a clerk of the East and West India Dock Company) relative to the cargoes of certain 
vessels from Honduras to London in 1870, and the persons to whom consigned, 1092- 
1120. 


CosTA Rica LOANS: 
I. Loan of 1871: 


1. Contract with Messrs. Bischoffsheim & Goldschmidt. 

2. edge of the Prospectus of the First and Second Issues respec- 
tively. 

3. Applications to the Stock Exchange for a Settlement and 
Quotation, a tM 

4, Receipts and Expenditure:in respect of the Loan. 

5. Communication from Don Carlos Gutierrez in justification of lis 
Pepin Action relative :to the First and Second Issues of the 

Oall. 4 ; 

6. Approval by the Costa Rica Government of the Action of Don 
Carlos Gutierrez and of Messrs. Bischofisheim & Goldschmidt. 

7. Protest by the Special Financial Commissioner of Costa Rica 

. against the Action of Don Carlos Gutierrez, 
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Costa RicA LoANS—continued. 
I. Loan of 1871—continued. 


8. Arrangements for the collection of the Duties hypothecated to the 
Loan, and for Monthly, Remittances; Failure thereof. 
9. Fluctuations ia the Price of the Bonds. 
10. Summary by the Committee. 


II. Loan of 1872: 


1. Authority from the Government of Costa Rica. 
2. Message of President Guardia to Congress relative to the Loan. 
3. Contract with Messrs. Knowles & Foster for the Issue of the Loan; 
Terms of the Prospectus. 
4, Guarantees and Securities offered by the Costa Rica Government. 
5. Strong Protest by Mr. M. F. Cunningham as to the inadequacy of 
the Securities. 
6. Amount applied for by the Public; subsequent Application for a 
Settlement and Official Quotation of the Loan. 
7. Protests by Messrs. Bischoffsheim & Goldschmidt against the 
orant of a Settlement and Quotation. 
8. Provisions as to the Commissions to be paid; Question at issue 
hereon between Messrs. Knowles & Foster, and Messrs, Emile 
Erlanger & Co. 
9. Contracts with Messrs. Erlanger & Co., as to their taking Portions 
i. of the Loan at fixed Prices. 
10. Constitution and Operations of the Syndicate for securing the 
Success of the Loan; Amount of Commission or Profit realised. 
11. Receipts and Expenditure of Messrs. Knowles & Foster in respect 
of the Loan. ’ 
12. Bond fide Purchases by Messrs. Knowles & Foster, on their own 
account, resulting in heavy Loss. 
13. Receipts and Expenditure of Messrs. Emile Erlanger & Co, 
14. Alleged Payment of a large Sum to President Garcia by Messrs. 
Erlanger & Co.; Denial by the latter. 
15. Default of Payment of Principal and Interest. 
16. Favourable Opinions as to the Resources and Financial Condition 
of Costa Rica. 
17. Difficulty as to the Agents for receiving the Hypothecated 
Revenues. 
18. Suggested Inquiry as to the Powers under which. the Loan was 
issued, 
19. Fluctuation in the Price of the Bonds. 
0. Protests by Messrs. Knowles & Foster, and Messrs. Erlanger & 
Co., as regards a certain Bill filed in Chancery against them. 
21. Communication from the Special Financial Commissioner of Costa 
Rica in denial of Evidence submitted on the part of Messrs. 
Knowles & Foster. 
~ 22. Exception taken by Messrs, Knowles & Foster to the foregoing 
Letter. 
23, Otticial Report showing the Proceeds of the Loan.. 
24, Review by the Committee, and Conclusions arrived at. 


III. Contemplated Issue of a Third Loan. 
I. Loan of 1871: 


1. Contract with Messrs. Bischoffsheim & Goldschmidt: 


Copy of the contract with Messrs. Bischoffsheim & Goldschmidt. relative to the Six 
per Cent. Loan of 1871, in two issues of 500,000 l. each, App. 156-159. 


* 


2, Terms of the Prospectus of the First and Second Issues respectively: 


Witness submits the prospectus and other documents in reference to the first and 
second issues of the Costa Rica Loan of 1871, the total issue having been 1,000,000 J. 
nominal, De Zocte 190-196. 


Prospectus of the Six per Cent. Loan of 500,000 J. in 1871, issued at 72 per cent, 
App. 137, 138—— Prospectus of the second loan or issue of 500,000 J. in 1871, issued at 
74, 1b. 140, 141. ; 

3. Applications to the Stock Exchange for a Settlement and Quotation: 


Certificates and other dccuments furnished to the Stock Exchange in support of the 
application for a settling day in the first issue of the loan, App. 139 -Papers sub- 
mitted in support of the application to the Committee of the Stock Exchange for a settle- 
ment in the second issue, 7D. 141, 142. 


4, Receipts 
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Costa Rica LoANS—continued. 
I. Loan of 1871—continued. 
4. Receipts and Expenditure in respect of the Loan: 


Accounts showing the receipts and expenditure in respect of the Six per Cent. Loan; 
list of bills. drawn in the remission of the proceeds, App. 165-167. 


Extract from official report presented to the Congress of Costa Rica, dated 5 June 
1874, showing the proceeds of the Six per Cent. Loan, App. 179———Net proceeds of 
the Loan, 2d. 180. 


5. Communication from Don Carlos Gutierrez in justification of his Official 
Action relative to the First and Second Issues of the Loan : 


Letter from Don Carlos Gutierrez to the Secretary of State for Foreign Affairs, dated 
12th March 1875, enclosing various official documents, and justifying his action in his 
late capacity as minister of Costa Rica in regard to the first and second issues of the Six 
per Cent. Loan of 1871, App. 154-172. 


It is submitted by Don Carlos Gutierrez that the loan was really issued, under con- 
tract, by Messrs. Bischoffsheim & Goldschmidt, that the Government of Costa Rica 
approved the contracts and disposed of the funds as it thought proper, and that his 
official intervention in the matter was nothing more than obeying instructions and sign- 
ing documents, App. 15£, 156. 


6. Approval by the Costa Rica Government of the Action of Don Carlos 
Gutierrez and of Messrs. Bischoffsheim and Goldschmidt : 


Official communications, dated San José, 5th July and 15th December 1871, in full 
approval by the Government of Costa Rica of the part taken by Don Carlos Gutierrez 
in reference to the first and second issues of the loan, App. 168. 


Official documents showing the strong approval by Don Salvador Gonzales, the Secre- 
tary of State for Finance and Commerce, of the action of Messrs. Bischoffsheim & Gold- 
schmidt as agents for the loan, App. 168-170. 


7. Protest by the Special Financial Commissioner of Costa Rica against the 
Action of Don Carlos Gutierrez: 


Comment by Senor Yglesias upon the action of Don Carlos Gutierrez in forwarding 
copies of certain official documents to the Committee ; suggestion by the former that 
such documents may be spurious, App. 178. 


8. Arrangements for the Collection of the Duties hypothecated to the Loan, 
and for Monthly Remittances ; Failure thereof : 


Appointment by Messrs. Bischoffsheim & Goldschmidt of Mr. Edwin Corbett, Charge 
d’Affairs and Consul General at Costa Rica, as receiver of the duties and dues hypothe- 
cated to the service of the loan, App. 170. 


Grounds assigned in official communication from the Costa Rica Secretary of State 
for Finance and Commerce, dated 3rd June 1873, for rejecting the application made by 
Mr. Corbett to act as receiver for the dues and duties, as agent of Messrs. Bischoffsheim 
& Goldschmidt, App. 169-171. 


Communication from Don Salvador Gonzales, dated 15th September 1871, stating 
that the monthly instalment of 3,500 /., in respect of the first issue of the Six per Cent. 
Loan, had been paid into the Anglo-Costa Rica Bank ; previous application from Mr. 
Corbett to that effect, App. 171. 


Official letter, dated San José, 15th August 1871, stating that the payment of the 
monthly instalment of 3,500 J. should be duly continued, App. 172. 


Letter from the Secretary of State for Finance and Commerce to Messrs. Bischoffs- 
heim & Goldschmidt, dated 16th December 1871, approving of their proceedings in respect 
of the Six per Cent. Loan, and stating that the President of Costa Rica does not see the 
necessity of remitting to a bank the monthly instalments for the service of the loan, 
App. 171, 172. 


9. Fluctuations in the Price of the Bonds: 


Diagram submitted by Mr. Cracroft showing the fluctuations in the price of the 
bonds, App. 194. ' 


10. Summary by the Committee: 


Quotation of several articles of the agreement of 5th May 1871, between Don Carlos 
Gutierrez and Messrs. Bischoffsheim & Goldschinidt relative to the Costa Rica Loan of 
1871, Rep, Xxx, Xxxl Issue of the loan in two parts, each consisting of 500,000 L. 
(nominal value), bearing 6 per cent. interest, the first issue, in May 1871, being at the 
price of 72, and the second in October 1871, at the price of 74, 2. xxxi. 
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Costa RicA LOANS—continued. 
I, Loan of 1871—continued. 
10. Summary by the Committee—continued. 


Reference to letters produced by Don Carlos Gutierrez as showing that. his. conduct 
and that of Messrs. Bischoffsheim & Goldschmidt met with the entire approval of the 
Government of Costa Rica, Rep. xxxi. 


Monthly payinents made until March 1872 in respect of the annuity guaranteed by 
the Government to provide for the interest and sinking fund, Rep, xxxi—— Dispute: of 
the Government with Messrs. Bischoffsheim & Goldschmidt early in 1872, the monthly 
remittances having subsequently ceased, and the last payment of interest having been on 


ist May 1874, 26. 


Il. Loan of 1872: 
1. Authority from the Government of Costa Rica: 


Decree of the Costa Rica Government, dated 23rd November 1871, authorising’ a’ fur- 
ther loan of 2,400,0001., App. 143. 


2. Message of President Guardia to Congress relative to the Loan: 


Conveyance of President Guardia’s message to congress to witness, through Senor Mon- 
tufar, Foster 3625-3627——Translation of this message; statements therein.as to. the 
large sums placed at the disposal of the President in respect of the Costa Rica Loans and 
railroad, Pearce 3631-3537 Publication of President Guardia’s message in the official 
gazette of Costa Rica, 2b. 3643, 3644.. 

3. Contract with Messrs. Knowles & Foster for the Issue of the Loan; Terms 
of the Prospectus: levaggetas 

Issue by witness’ firm (Messrs. Knowles & Foster) of the prospectus of the Costa Rica 
Loan of 1872, Foster 3496-3499 The loan, of 1872 was for 2,400,000L, at'7J. per 
cent. interest, the price of issue having been 82/. per 1001. bond, ib. 3500-35 02.. 

Paper read to the Committee containing details as to the circumstances.and eonditions 
under which witness’ firm undertook the issue of the loan ; condition as to their rewune- 
ration being 1 per cent., and as to the whole cost to the Costa Rica Government not 
exceeding 7 per cent., Foster 3508. 3536. 

Copy of the contiact between the Costa Rica Government and witness’ firm, Foster 
3526-3533. 

Prospectus of the Seven per Cent. Loan of 2,400,000 /, (nominal) in 1872, issued at the 
price of 827. per 1007. bond, App. 144, 145 Copy of bond of the loan, ib. 146-148. 


4. Guarantees and Securities offered by the Costa Rica Government : 


Memorandum, dated 2nd May 1872, furnished by Don Manuel Alvarado, relative to 
the resources of Costa Rica and the security for the proposed loan, Foster 3502-3504 ; 
App. 145, 146 Extract from the general bond setting forth in detail the guarantees 
and securities for the payment of principal and interest, Foster 3504-3507. 


5. Strong Protest by Mr. M. F. Cunningham as.to the inadequacy of the Secu- 
rities: ; 

Communications from Mr. Cunningham, dated 4th and 6th June 1872, stromgly’ pro- 
testing against certain statements in the prospectus, and against the securities, offered! for 
the loan, App. 150-153: 

6. Amount applied for by the Public; subsequent Application for a Settle- 
ment and Official Quotation of the Loan : 

Documents submitted to the committee of the Stock Exchange in support of application 
for a settlement and official quotation, De Zoete 200-204 3 App. 149. 153». J 

Particulars relative to the public applications for the loan, the total applied for, 
upon which the instalment of 5 per cent. was paid, having amounted to 2,089,000/., 
Foster 3508-3518. eB 

Conclusion as to the bond fide character of applications from the public to the amount 
of 2,098,0001., Baron Erlanger 3782-3790——Detence of the statement in the applica- 
tion to the Stock Exchange for a quotation that the loan had been unconditionally 

applied for, 2b. 3901-3913. tga G 
7. Protests by Messrs. Bischoffsheim and Goldschmidt against the grant of 
a Settlement and Quotation : 

Formal protest by Messrs. Bischoffsheim and Goldschmidt, dated 22nd May 1872, 
against the grant of a settlement and official quotatiou for the loan of 1872, App. 
148, 149. ie ee 

Further communieation from Messrs. Bischoffsheim and Goldschmidt, to the Committee 
of the Stock Exchange, dated 31 May 1872, together with. enclo-ures, in support of their 

a5 eo . protest 
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Costa Rica LoANS—continued. 
II. Loan of 1872—continued. 
7. Protests by Messrs. Bischoffsheim and Goldschmidt, &e.—contiuued. 


protest against the grant of a settlement and quotation for the loan of 1872, App. 
14:9, 150. 


8. Provisions as to the Commissions to be paid; Question at issue hereon 
between Messrs. Knowles & Foster and Messrs. Emile Erlanger & Co.: 

Conditions as to the payment to witness’ firm of half per cent. commission on the half- 
yearly coupons, in addition to ome per cent. commission on the nominal amount of the 
joan, the whole cost to the Government being limited to 7 per cent., Foster 2508. 3533- 
3536 Condition in the contract as to the payment of 40,000/, to a syndicate to be 
formed vy Messrs. Erlanger & Co., 4b. 3533- 3536-3551- 

Further statement as to its having been understood ‘that the total charge to the Costa 
Rica Government for the issue of the loan should not exceed 7 per cent, on the nominal 
amount of the issue, this charge covering the commission to witness’ firm, and the 5 per 
cent. on the amount of stock taken by the syndicate, Foster 3550-3551. 

Explanation that witness’ firm knew that Messrs. Cohen were making arrangements 
| with Messrs. Erlanger at the time that the firm stipulated that the total expense to the 
Government was to be 7 per cent. ; there were in fact three contracts altogether, Foster 
3649-3656 -—Calculation that about 80,000/. would go to Messrs. Erlanger & Co. and 
the other agents, in the shape of commission, 76. 3683-3693. 

Dissatisfaction of witness’ firm on hearing that by secret agreement between Messrs. 
Erlanger and Senor Alvarado, the former were to receive an additional commission of 
4 per cent., Foster 3694, 3695 Opinion obtained from Messrs. Hichens, Harrison, & 
Co., that a total commission of 7 per cent. was not excessive, 7b. 3696. 

Introduction of witness in the first instance to Senor Alvarado, the Costa Rica Minister, 

by Senor de Franco, the negotiations resulting in two contracts, dated 2nd May 1872; 
Baron Erlanger 3721-3730 These contracts read; conditions therein as to witness’ 
firm taking 800,000 /, of the loan, and as to the commission to be paid them in con- 
sideration thereof, 1b. 3731-3734 Total commission of 7 per cent. to be paid to the 
firm, 26.3731. 
| Condition in the first contract as to the payment of 50,0007. to Messrs. Knowles & 
Foster, of which 40,0007. was for a syndicate, and 10,0007, for themselves, Baron 
Erlanger 3731 Condition in the second contract as to an additional commission of 
\. . 4 per cent. to witness’ house, ib. 3734. 
Statement that the additional deduction of 4 per cent., representing 96,000 /., was not 
| retained by witness’ firm, but was really placed at the disposal of the Government in 
order to purchase arms; deception under the contract in this respect, Government 
having been desirous of keeping the matter secret for political reasons, Baron Erlanger 
3830-3848. 3926, 3927. 

Belief that Mr. Foster is mistaken in saying that witness assented to 7 per cent. as the 
| maximum of expense to the Costa Rica Government, Baron Erlanger 3922-3925. 


9. Contracts with Messrs. Erlanger & Co. as to their taking Portions of the 
Loan at fixed Prices : 
Copy of agreement or contract entered into in November 1872, whereby witness’ house 
was empowered to take certain portions of the loan of 1872 at different prices; sale of 
400,000 J. stock, under this contract, at 633, producing 254,000 /., Baron Erlanger 3310- 
3813. 3828. 
: Further contract under which the firm sold 178,6002 of stock, at 523, producing 
| 92,2461, Baron Erlanger 3814. 3821-3827. 
| 10. Constitution and Operations of the Syndicate for securing the Success of 
the Loan; Amount of Commission or Profit realised : 


} Details relative to the constitution and working of the syndicate; arrangement as to 
| their guaranteeing that 800,000 J. of the loan would be taken; on which they were to 
| receive 5 per cent., Foster 3533- 3536-3551——Re-purchases by the syndicate to the 
H amount of 1,426,500 J. ; disapproval by witness’ firm of the purchase of so very large a 
sum, 7. 3536. 3564-3579- . : 
| Witness (on behalf of Messrs. Knowles & Foster) can produce the original letter from 
Senor Alvarado to the firm, dated 1st August 1872, relative to the amount of the Costa 
Rica Loan of that year bought back by Messrs. Erlanger & Co.; copy of this letter 
read, the amount bought back being stated at 1,426,500 l., Pearce 3629, 3630. 3638. 
Doubt at what precise date the re-purchases by Messrs. Erlanger commenced; witness 
knew, however, that there were some re-purchases before allotment, though he was not 
cognisant of the amount, Foster 3657; 3658. 3697-3700. 3703, 3704 Discovery by 
the firm, in making their own purchases, that they were only buying back bonds which 
367. su 2 had 
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Costa Rica LoANS—continued. fe 
Ii. Loan of 1872—continued. 
10. Constitution and Operations of the Syndicate, &c.—continued. 


had been re-purchased by Messrs. Erlanger; discontinuance thereupon of any further 

purchases by the firm, Foster 3659-3663. 3705-3716 —— Explanation that witness’ firm, 

though aware that there was some buying back before the allotment, were not cognisant 
of the amount, 2b. 3697-3700. 3703, 3704. 


Exception further taken to the very large re-purchases of the loan, Foster 3705-3707 
Gradual fall in the price notwithstanding the re-purchases, ib. 3708-3714. : 


Authority given to witness’ firm, under the principal contract, to make purchases of the mi 
loan, if necessary for its success, Baron Erlanger 3731 Purchases by witness’ house 
to the amount of about 1,600,000 /. nominal, before allotment, whilst. they re-sold about 
200,000 l. at the same time, 2b. 3775-3781. 3791-3805. 


Several stipulations on the part of Senor Alvarado which led to the stipulation by 
witness’ firm, that they should buy for the Government such portion of the loan ‘as the 
public might not in the first instance take up, Baron Erlanger 3796-3800——Agree- 
ment made that all expenses upon purchases should come cut of the lump commission 
to be paid to the firm, 7b. 3796 No purchases were made after allotment, ib. 3806- 
3809. 

Total of 1,460,000 J. stock of the loan of 1872 in circulation, there being 903,900 J. 
unissued in the hands of witness’ firm, Messrs. Knowles & Foster, and other people 
interested, Baron Erlanger 3815-3820 Several payments and expenses out of the 
7 per cent. deduction of 168,000 /., so that there remained only 11,5001, as profit for 
distribution among witness and his friends who were associated with him in the trans- 
action, 7b. 3849-3860. 

Circumstances under which witness bought in the market a considerable amount of tie 
Loan of 1871, in order to keep up the price of the 1872 Loan; loss of from 13,000 J. to 
14,0002. by Government on this transaction, Baron Erlanger 3875-3890. 3940-3942. 


Examination in defence of the large purchases (about 1,600,000 /.) by witness’ firm 
before allotment ; denial that but for these purchases the public would not have applied 
so largely, or that the loan would not have been placed, Baren Erlanger 3896-3918. 
3951-3956. 3974-3985. 3988-3990 Necessity of large purchases before allotment, in 
order to prevent the quotation going to a discount, in which case the public would not 
have applied, 7b. 3890-3910. 3913-3918. 3951-3959. 

Reluctance of witness to mention the names of those who were interested with him in 
the loan, besides the members of the syndicate, Baron Erlanger 3919, 3920. 


Grounds for the statement that Messrs. Knowles & Foster were aware at the time of 
issuing the loan, in May 1872, that there was full power in witness to buy back the loan 
in the market, Baron Erlanger 3928-3939 Inaccuracy of a statement that shortly 
after allotment witness commenced selling bonds which he had bought back; bonds 
bought at this time by Messrs. Knowles & Foster may, however, have been sold by 
members of the syndicate, 7b. 3943-3950. 4006 ——Purchases after allotment would 
have saddled the Government or the syndicate with an unnecessary amount of stock, 
7b. 3053. 

Cognisance of the members of the syndicate as to witness’ authority to make pur- 
chases on Government account; there were no remonstrances by the syndicate on the 
subject, Buron Erlanger 3957-3964 Grounds for the statement that the Government, 
rather than witness’ firm, was the obliged party in the matter of the loan, 7b. 3968-3970. 


Explanation of the circumstances under which witness’ firm formed one of the syndi- 
cate interested in the Costa Rica Loan of 1872, Cohen 4009 —— Careful inquiry first 
made as to the financial condition of the country, whilst it was distinctly understood that 
the whole expense to the Government for issuing the loan should not, exceed 7 per cent., 
ib. 4009. 4016—— Introduction of Baron Erlanger by the firm to Messrs. Knowles & 
Foster, ib. 4009. 

Positive denial that the firm, as one of the syndicate, knew anything of the contract 
under which Baron Erlanger’s house was to receive an additional amount of 4 per cent., 
or anything of the present of 60,0007. to President Garcia; letter hereon, dated 6th 
November 1873, Cohen 4009, 4010. 4013-4018 Receipt by the firm of a sum of 3,700 J. 
as having taken an interest of one-third in the syndicate, 2b. 4011, 4012. 


11. Receipts and Expenditure of Messrs. Knowles & Foster in respect of the 
Loan: 


Payment by the &rm to the bankers of the Government, Messrs. Erlanger & Co., of 
the whole amount received (1,712,980 2.), less certain deductions for interest, &c., Foster a 
3508. 3519-3525. 3562, 3663. 3580 Retention by the firm of an) amount equal to 
three half-years’ interest, which was duly paid, 2b. 3580. 3584-3594. . 
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Costa Rica LoANs—coniinued. 
II. Loan of 1872—continued. 
11. Receipts and Expenditure of Messrs. Knowles and Foster, &¢.—continued. 


Statement submitted showing a total of 1,822,950. 13 s. 8 d. as the gross proceeds of 
the loan of 1872, Foster 3604, 3605 Information as to the disposal of the proceeds of 
the loan, under various heads, 7b. 3606-3610. 


Explanation as to the sum retained for dividends due 1st April and 1st October 1873, 
having relation to a total of only 1,165,000 /. in the hands of the public, about one-half 
the amount issued having been bought back by the Government bankers, Foster 3610-3623. 


Account submitted by Mr. Foster, showing the receipts and expenditure of his firm in 
respect of the Seven per Cent. Loan, App. 173. 


12. Bond fide Purchases by Messrs. Knowles & Foster on their own account, 
resulting in heavy Loss : 


Considerable amount of stock still held by the firm, some of which was bought at only 
a quarter discount; loss of more than 20,000 1. by the firm and the individual partners, 
after allowing for the commissions received, Foster 3536. 3574-3570. 


Bond fide character of the purchases by witness’ firm, which were all made after the 
allotment, Foster 3715-3718. 


18. Receipts and Expenditure of Messrs. Emile Erlanger & Co.: 


Sundry items of receipt by witness’ house in respect of the loan of 1872, the total to 
be accounted for to Government amounting to 2,003,698 2, Baron Erlanger 3735-3750 
Sundry payments and purchases by the firm amounting to a total of 1,209,033 l. ; 
besides which they have paid in cash to the Government a sum of 837,808 1., including 
20,0001, under the head of commission, 7d. 3751-37538 —— Balance of about 43,000 1. due 
to the firm at the present time, 2b. 3758. 3764. 3774- 


Explanation in connection with the payment of a sum of 118,600. for interest and 
sinking fund ont of money inthe hands of Messrs. Knowles & Foster, Baron Erlanger 
3758-3773 Total of about 800,000 J. in cash as the amount which has reached Costa 
Rica out of the loan of 1872, the stock represented being about 1,500,000 4., 2b. 4001- 
4003. 

Witness, as representing Baron Erlanger, submits certain tabular forms containing de- 
tails in connection with the Costa Rica Loan of 1872; he explains that some of these 
forms have been prepared from information supplied in evidence by Mr. Foster, Schiff 
4019-4025. 

Accounts submitted by Baron Erlanger snowing in detail the receipts and expenditure 
of his house in respect of the loan of 1872, App, 174, 175. 

Papers submitted by Mr. Charles Schiff showing succinctly the result of the loan, toge- 
ther with a synopsis of Messrs. Erlanger & Co.’s accounts with the Government of Costa 


Rica, App. 176. 


14, Alleged payment of a large Sum to President Guardia by Messrs. Erlanger 
& Co.; Denial by the latter : 


Comment made by witness’ firm upon the payment of 60,000 /. to President Guardia by 
Messrs, Erlanger as a present, Foster 3536 Statement in President Guardia’s message 
that the sum of 60,000 J. has been placed at his disposal by Senor Alvarado in the name 
of Messrs. Erlanger £ Co., and that he had accepted and had expended the same in the 
public interests of his country, Pearce 3637. 


Positive denial of a statement by President Guardia in his message to Congress that 
60,0001. had been placed at his personal disposal by witness’ house, through Senor 
Alvarado, Baron Erlanger 3861-3874. 3921. 3958-3972 Explanation as to witness 
having taken no notice of a certain letter of inquiry from Messrs. Knowles & Foster on 
the foregoing subject; this letter read, 2b. 3863-3868. 


15. Default of payment of Principal and [nterest : 


Gradual fall in the price of the bonds, the rumour having spread that Government 
would not maintain the payment of the interest, Foster 3536——Special representative 
sent by the firm to Costa Rica, with a view to investigation and explanation on the spot; ° 
unsatisfactory result of this mission, ib.——Non-payment of any interest on the loan 
since October 1873; payment of one dividend on the 6 per cent. loan subsequently to 
this date, 7b. 3595-3598. 3602. 

Belief that n> money has come from Costa Rica in payment of interest; witness has 
taken no steps towards such payment, Baron Erlanger 3893-3395. 


Date of default of payment on the first and second Costa Rica Loans further adverted 
367. og to; 


> 


214 COSTA RICA LOANS. 


Report, 1875—continued. 


— . 5 


Costa Rica LoANs—continued. 
II. Loan of 1872—continued. , i 
15. Default of payment of Principal and Interest—continued. | 
to; witness will supply specific information on this point, Foster 4026-4030——Explana- 
tion that the first default on the loan of 1871 was onthe 1st November 1874, and on the 
loan of 1872 onthe 1st of April 1874; 7b. 4419-4422. q 


16. Favourable Opinions as to the Resources and Financial Condition of Costa 
Rica: 

Visit of witness to Costa Rica in reference to the loan of 1872; he saw the Finance 
Minister’s Report, estimating a surplus of nearly 300 000 /. in 1875, without the external 4 
debt, Pearce 3639-3641 There is no internal debt, ib. 3642 Inability of witness to 
state the income of the republic in 1871, 7b. 3645-3648. 

Nature of the steps taken, and of the inquiries made by witness’ firm, in order to test 
the accuracy of Senor Alvarado’s statements and figures before issuing the loan; belief 
that the figures are very nearly correct, if not quite so, Foster 3664-3677 Excellent 
quality and increasing price of Costa Rica coffee, whilst the cultivation also is on the in- 
crease, 2b. 3681, 3682 Opinion that the non-payment of principal and interest is due 
to the bad faith of the Government, and that they could pay if they would, 7. 3701 


3702. 


Impression that Costa Rica can pay, and that some kind words from the Foreign Office 
to the Government would not be lost, Baron Erlanger 3996, 3997. 


‘ 


17. Difficulty as to the Agents for receiving the Hypothecated Revenues: 


Refusal of the Costa Rica Government to acknowledge certain persons authorised by 
the bondholders to receive the revenues hypothecated to the loan of 1872, Foster 3599- 
3601 Steps being taken by the committee of Costa Rica bondholders, aided by 
witness’ firm, towards receiving the revenues hypothecated under the loan, #%. 3678- 
3680. 


18. Suggested inquiry as to the Powers under which the Loan was issued . 
Advantage if the present Commitiee were to investigate the question of the sufficiency 
of the powers under which the agents acted in bringing out the Costa Rica Loan, Cohen 
4018. ; 
19, Fluctuation in the Price of the Bonds: 
Varying price of the bonds, as shown by diagram prepared by Mr. Cracroft, App. 194. 


20. Protests by Messrs. Knowles & Foster, and Messrs. Erlanger & Co., as 
regards a certain, Bill fled in Chancery against them ; 


Bill eventually filed by Senor Yglesias against witness’ firm, and against Messrs. 
Erlanger, and Messrs. Louis Cohen & Sons; entirely groundless character of the allega- : 
tions therein as regards witness and his partners, Foster 3536. 

Witness contends that the Government have acknowledged the contracts of November 
1872 and April 1873, though they now dispute them, Baron Erlanger 3891, 3892 
Utterly untounded character of the allegations in a certain bill in Chancery filed against 
witness’ firm, 2. 4006. 


21. Communication from the Special Finance Commissioner of Costa Rica 
in denial of Evidence submitted on the part of Messrs. Knowles & Foster : 


Letter from Senor Francisco M. Yglesias, Special Financial Commissioner of Costa r 
Rica, dated 28th April 1875, protesting against the evidence submitted to the Committee 
on the part of Messrs. Knowles & Foster, and explaining that proceedings in Chancery a 
are being insututed agaist. that firm as well as against Messrs. Erlanger & Co., App. 178. 


—— 


22. Exception taken by Messrs. Knowles & Foster to the foregoing Letter : 


Witness, as solicitor for Messrs. Knowles & Foster, submits that the letter to the Com- 
mittee from Senor Yglesias is inaccurate in many of its statements, Clements 6020-6022. 


23. Official Report showing the Proceeds of the Loan: 


Extract from official report presented to the Congress of Costa Rica, dated 5th June 
1874, showing the proceeds of the Seven per Cent. Loan, App. 179——Amount of the 
net proceeds of the loan, 7b. 180. 


24. Review by the Committee, and Conclusions arrived at : 


Summary of the circumstances connected with the launching of the loan of 1872, for 
the nominal amount of 2,400,000 1. at 7 per cent; agreements in respect thereof with 
Messrs. Knowles & ‘Foster, and Messrs. Emile Erlanger & Co., Rep. xxxii——-Under- 
taking on the part of Messrs. Erlanger & Co. to forma syndicate to guarantee the placing ‘ 
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Costa RicA LoANs—continued. 
II. Loan of 1872—continued. 
24, Review by the Committee, and Conclusions arrived at—continued. 


of a third part of the loan, or 800,000 /. (nominal value), Rep. xxxil Agreements and 
arrangements on the score of commission, &c., ib. xxxii, XXxlil. 


Understanding of Messrs. Knowles & Foster that the total charge to the Government 
should not exceed 7 per cent.; very large charges in excess of this sum, Rep. XXXll, 
XXXIli. XXXV. 

Chief points in the prospectus adverted to by the Committee ; very little pains taken 
by Messrs. Knowles & Foster to verify the facts alleged officially in regard to the secu- 
rities specially hypothecated for the service of the loan, Rep. XXXIll. 


Application made to the committee of the Stock Exchange for a settlement and: an 
official quotation for the loan, it being certified that the total sum allotted was 
2,089,000 I. (nominal value), Rep. xxxiil Protest made by Messrs. Bischoffsheim & 
Goldschmidt against the grant of a settlement, inasmuch as the Government conditions 
in respect of the loan of 1871 had not been fulfilled, 2b. Eventual grant of a settle- 
ment and official quotation, the committee of the Stock Exchange having been satisfied 
with the explanations given, 2d. 

Conflict of evidence between Messrs. Erlanger & Co. and Messrs. Knowles & Foster upon 
the question of authority to the former to make re-purchases in the market on behalf of 
the Government, Rep. xxxiii, xxXiv. 

Very large operations of Messrs. Erlanger under the power of re-purchase given by the 

- second contract, Rep. xxxiv——Effect of these purchases to keep the loan at a fictitious 
premium, and to encourage applications from the public, 7b. 

Total of 2,226,500 J. (nominal value) issued by Messrs. Knowles & Foster, the gross 
proceeds of which were stated to be 1,822,950 L, Rep. xxxiv. 

Investigation showing the large sums received by Messrs. Erlanger & Co. under 
various heads; secret agreement by which 96,000/., or 4 per cent. on the loan, came 
into their possession, Rep. xxxiv, XXXv Considerable sums paid to Messrs. Erlanger 
& Co., under two subsequent contracts with the Government, ib. XXXIV. 


Statement of the several deductions from the gross proceeds ; net sum of only 515,1652. 
received in cash by the Costa Rica Government, Rep. xxxv. 

| Extreme dissatisfaction on the part of Messrs. Knowles & Foster in regard to the 
secret contract with Messrs. Erlanger & Co., Rep. xxxv. 

ty Last payment of interest in October 1873, whilst no remittance has ever been made 
from Costa Rica, all payments to bondholders having been made from sums retained in 
England out of the proceeds of the loan, Rep. xxxv. 

Conclusion that the default seems to be mainly attributable to tle bad faith of the 
borrowing Government, although there has been no formal repudiation of either loan, 
| Rep. XXxv. 

Legal proceedings to be taken in respect of the re-purchases by Messrs. Erlanger & 
Co., and the subsequent dealings of the Government of Costa Rica with that house, 


| Rep. XXxv. 


| IIE. Contemplated issue of a Third Loan : 


Statement as to Senor Yglesias having commenced negotiations early in 1874 for the 
introduction of a further loan, and as to witness’ firm having positively declined to have 
anything to do with it, Foster 3536. 


Cracroft, Bernard. (Analysis of his Evicdence).—Explanations in connection with a 
certain chart prepared. by witness (App. 194) showing the fluctuations of the Honduras 
Loan of 1867; maximum price of ninety-five reached in 1868, the present price being 
about six, 692-705- . be 

[Second Examination |.— Particulars of the rise and fall in the price of Honduras 
bonds of 1870 during the month of June 1872; violent fluctuations from day today, the 
lowest. price having been forty-four on the 28th June, 6281-6308. . 


Cunningham, M. J. Letter from Mr. Cunningham to Messrs. Knowles & Foster, dated 
4th June 1872, protesting against certain statements in the prospectus of the Costa Rica 
Seven Per Cent. Loav, and denying that there is any adequate security for the repay- 
ment of the loan, App. 150-153 Protest made also by Mr. Cunningham to the Com. 
mittee of the Stock Exchange, under date 6th June 1872, 2b. 150. 
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Davids, Leonard. (Analysis of his Evidence).—Is now Manager of the Exchange and 
Investment Bank ; was a clerk of Messrs. Bischoffsheim & Goldschmidt from the end of 
1865 till October 1871; 1171-1180—-Circumstances attending the appointment of witness 
as a general trustee of the Honduras Loan of 1867; he was first informed by Mr. Bis- 
choffsheim of the fact of his appointment, 1181-1189 Production of the trust deed, 
dated 15 July 1869, showing the appointment and duties of witness and Mr. Barnes as 
trustees, 1190-1202. 


Function of witness and his co-trustee as to the care and disposal of all monies that 
came into their hands from Mr. Bischoffsheim and Mr. Lefevre, 1203-1207 Cash 
book produced and expianations thereon relative to various items of receipt and pay- 
ment in respect of the loan of 1867; 1208 et seq. l.arge sums received at different times 
from Mr. Lefevre, these being probably the proceeds ot bonds sold by him; high price 
realised as compared with the price charged to Mr. Lefevre for the bonds, 1215-1224. 
1256-1258. 


Nature of the authority or instructions on which witness made payments from the 
trust, 1225-1247 Explanation in connection with payments to Mr. R. Evans as 
secretary to the trustees, this gentleman having been a confidential clerk of Mr. Lefevre, 
and having had some connection with the press, 1229-1236. 1324-1329, 1342-1349 
Doubt as to the total amount of salary paid to witness, 1237-1239 Appointment of 
witness as a railway trustee as well as a general trustee in respect of the loan of 1867, 
1240-1244 Large payment to Messrs. Waring in cash, besides which there was a 
payment in bonds, 1259-1261 Receipts by witness down ty goth June 1871 in 
respect of the 1867 loan; he is unable to particularise the purposes for which the money 
was paid out, 1262-1267. 


Deed produced showing the appointment and functions of Mr. Barnes and witness as 
trustees in respect of the Honduras Loan of 1870 for 2,500,000 7., and the nature of the 
financial arrangements with Messrs. Bischoffsheim & Goidschmidt and Mr. Lefevre, 
respectively, relative to the disposal of the bonds, 1270-1274. 


Examination explanatory of various items in witness’ account of receipts and expen- 
diture in respect of the 1870 Loan, 1275-1302 —— Total of 507,436 /. as the amount paid 
by the public upon all the instalments of the loan of 1870; 1282-1284 Reference to 
certain receipts from Messrs. Bischoftsheim & Goldschmidt in respect of sales of timber, 
1287. 1292-1300 Payments received from Mr. Lefevre in January 1871 at the rate 
of 80/., and in May 1871 at the rate of 75 1. for every 100 J. nominal stock, 1291. 1901, 
1302. 


Cessation of witness’ duties as trustee in July 1871; 1303-1306 Further statement 
relative to the salary of witness as general trustee aud as railway trustee; he also 
received from Don Carlos Gutierrez the Grand Cross of the Order of Santa Rosa, Hon- 
duras, 1309-1315. 1331-1334. 1357 Reference to the minutes of certain meetings of 
the trustees at which witness alone was present, his co-trustve having died ; cheques 
drawn by witness on these occasions, 1321-1336. 1361, 1362 Understanding at 
Messrs. Bischotfsheim & Goldschmidt’s that the railway would provide funds for the 
service of the loan of 1870; 1337-1339 Position and antecedents of Messrs. Ford and 
Widdecombe, who were appointed trustees in succession to Mr. Barnes and witness, 
1350-1356. 1363-1369. 

[Second Examination].—Doubt whether during 1867-68 Mr. Bischoffsheim was 
buying back in the market the bonds of the 1867 loan, 1496-15co —~—Statement as 
regards the loan of 1867, that Mr. Lefevre gave no account of the surplus tor which he 
sold the bonds beyond the price at which they were handed over to him, 1504-1508- 
Document termed the “ Convention of 15th October 1869,” setting forth, certain financial 
propositions and arrangements agreed to on the part of, Mr. Lefevre, Messrs. Bischoffs- 
heim & Goldschmidt, Messrs. Waring Brothers & McCandlish, and Messrs. Waring 
Brothers, and as approved by Don Carlos Gutierrez, 1509, 1510. 


Examination upon the question whether a certain sum of 91,000, (nominal), as com- 
mission to Messrs. Bischoftsheim & Goldschmidt, was released and divided as provided 
by the convention of October 1869; inability of witness to give full explanation in the 
‘matter, 1510-1538. 1613 Payment of 143 per cent. of the amount received from 
Mr. Lefevre for the bonds towards the provision of an interest account, 1539-1548. 

Further evidence relative to the salaries received by witness as railway trustee and as 
general trustee under the loans of 1867 and 1870; 1549-1568-——Statement as to witness 
having received not only his own salary as general trustee, but that of Mr. Barues (who 
died early in 1871) up to September 1871 ; 1569-1578 Resignat:on by witness of his 
appointment as trustee, he having been requested to do so by Mr. Lefevre and Mr. Bis- 

choffsheim ; 
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Davids, Leonard. (Analysis of his Evidence) —continued. 


choffsheim ; there was no dispute as to the application of the monies, 1579-1587 —— 
Authority under which witness honoured certain drafts drawn on Don Carlos Gutierrez, 
1588-1595 Doubt as to the money for two extra drawings having been provided out 
of the product of the 1867 or 1870 loan, 1596, 1597- 


Witness produces some further documents for the inspection of the Committee; also a 
correspondence book, 1598-1603. 


Doubt as to the present address of Mr. Sharp, the solicitor who drew up the Conven- 
tion of October 186y ; 1604~1612———Meessrs. Freshfield did not act for Messrs. Bischoffs- 
heim & Goldschmidt in reference to the Honduras Loans, 1614-1617. 


[Third Examination].—Inability of witness to explain by whom certain bills of exchange 
drawn by the Honduias Government upon Don Carlos Gutierrez were paid; nor does he 
know what the bills were drawn for, 2142-2149 Belief that a clerical error on the 

art of the accountant was the cause of an excessive payment to Messrs. Bischoffsheim 
& Goldschmidt for commission on the sale of some mahogany from Honduras, 2150-2164 
Business of the accountant and not of witness to examine the accounts of sales, 
2158. 2160. 2177-2179 Charge of 5 per cent. as commission upon the gross proceeds 
of sale of a cargo of mahogany per the “ Cézard,” 2165-2169. 


Doubt whether the cost of a certain book on Honduras and its resources was paid out 
of the loan of 1870; 2171, 2172—-—Witness is not aware of any payment for articles in 
the London newspapers in respect of the Honduras loans, 2173. 


Explanatory statement ralative to an amount of 91,000 1. in stock, carried out at par in 
the accounts of witness and Mr. Barnes as trustees, 2174-2176 Explanation aiso in 
regard to witness having received the salary of his co-trustee from the death of the latter, 
2174——Circumstance of witness having received, as trustee, a release from the Hon- 
duras Government, 7d. 


De Zoete, Samuel Herman. (Analysis of his Evidence. )—Is chairman of the Committee of 

the Stock Exchange; has been a member of the Committee since 1851 or 1852; 35-89 
Rules in force as to the documents to be submitted to the Committee before a special 
settling day is granted for transactions in the scrip of a new loan, 80-95 Non-inquiry 
by the Committee into the question of repayment of the loan, or the amount of interest, 
96-99 Transmission of the papers to the Stock Exchange after the allotment, 100— 
102 Refusal of a settling day if the papers do not show that the powers of the agents 
for the loan are clear, 103-105. 


Practice of granting a settling day without requiring that a certain proportion of the 
loan has been subscribed, 106-108 —— Non-inquiry into the bona fides of the allotment as 
certified by the agents, 109-1 16—-—Statement to the effect that brokers are sometimes 
employed by the contractors for loans to buy and sell, so as to create a market, at « 
premium, before allotment ; disapproval of this practice, 117-131 Circumstances under 
which “ pocket orders”’ are sometimes given to jobbers to buy or sell in the market, 132— 
136 Formation occasionally of syndicates for taking loans, or portions of loans; though 


witness cannot give details as to their mode of operation, 137-139. 


Witness submits the prospectus and other documents, as furnished to the Stock Exchange 
Committee, in reference to the Honduras Loan of 1867 for 1,000,000 /. nominal, at 80 per 
cent., 141-172—— Explanation that the Honduras Loan of 1869 was issued in Paris, and 
that none of the documents came before the Stock Exchange Committee, 161. 173-175 
Sundry documents submitted, and explanations thereon, relative to the Honduras 
Loan of June 1870 for 2,500,000 /. nominal, at 80 per cent., 176-1 87 Failure of the 
attempt to launch a ship railway loan for a very large amount in 1872; 188. 197. 199. 


Prospectus and other documents in reference to the first and second :ssues of the Costa 
Rica Loan of 1871, the total issue having been 1,090,000 l. nominal, 190-196 Sundry 
documents handed in, and explanations thereon, in relation to the Costa Rica Loan of 
1872 for 2,400,000 1. nominal, 200-204. 


Application to the Stock Exchange Committee in October 1869 by Messrs. Mullens, 
Marshall & Co. for a settling day for the St. Domingo Six per cent. Loan for 757,000 /. ; 
documents submitted with this application, 205-208. 214~216 Letter from Messrs. 
Peter Lawson & Son in October 1869, as agents for the above loan, stating. that 178,700 4. 
had been allotted to the public, 208——Further letters from Messrs. Peter Lawson & Co. 
in November 1869 and January 1870, upon the subject of a quotation for the loan’ in the 
official list of the Stock Exchange; statement in one of these letters as to the entire loao 
having been “disposed of,” 209-214. 322-324. 

Communications from Messrs. Robinson & Fleming in 1871 and 1872, together with 
sundry documents, in relation to the Paraguay loans issued in those years, 217-220. 

Practice of the Stock Exchange Committee as to requiring the prospectus of any loan 
to be signed ; this is not however so laid down in the rules, 224-227* Explanation in 
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De Zoete, Samuel Herman. (Analysis of his Evidence )—continued. 


regard to shares in companies being sometimes allotted conditionally, 228-230—— 
Effect of a settling day on the Stock Exchange in giving an improved status to a 
new undertaking, 231, 232 
rules; obstacle to any detailed investigation in each case before a settling day is granted, 
233, 234- | 

Instances of gross misrepresentation to the Stock Exchange Committee in the case of 
companies but not of loans, 235-237——Doubt as to any advantage by requiring that 
loans should be a longer time on the market before the list of applications is closed, 238~ 
240—— Explanation on the subject of prices being made on the Stock Exchange before 
there is any allotment or any official quotation; difficulty in preventing this practice, 
241-250—— Doubt as to there being anything illegitimate in the first drawing for a loan 
following almost immediately upon its issue, 251, 252. 


Necessity of all allotments being at the price named in the prospectus, although the 
stock may previously have been quoted at a premium ; frequent. refusal, however, of appli- 
cations for allotment, 253-260 Explanation and defence of the practice of quoting 
in the official list the whole amount of the loan, although the actual issue may be but a 
small proportion ; obstacles in the way of showing the precise amount issued or gub- 
scribed from time to time, 261-283. 291. 294-30). 315-318 Question considered 
whether when a loan is for the purpose of constructing a railway it would not be some 
security to the public to show the amount issued, 273-285. 


Practice of subscribers to loans either to apply direct to the agents or to employ 
brokers, 286, 237 Obligation upon agents to submit documents in support of their 
application for a settling day, 288-290 Refusal of a settlement if fraud were sub- 
stantiated, 292, 293-—-Action of the Stock Exchange Committee BRen the| basis of 
their rules in deciding upon applications for a settlement, 302-307 onstitution of the 
Committee adverted to, many of the members being interested in foreign loans, 308- 
314. 

Impression that fraud has not been suspected by the Committee in the ease of any 
foreign loan ; refusal of a settlement in the event of fraud, 319-321. 335 Practice of 
the Committee to take for granted the certiticate of the agent that a certain amount of 
the loan has been subscribed, 322-324 Illustration in the case of a recent Peruvian 
Loan of the check exercised as regards the legality of the powers for issuing the loan, 
325—Doubt as to inquiry being made into the question of revocation of powers, 326- 
328. 

Further evidence adverse to the proposal for showing in the official list not only the 
nominal amount of any loan, but the amount subscribed, 330-334 Distinction between 
shares In companies and in foreign loans, as regards the expediency of requiring that a 
certain proportion should be paid up, 330-— Disadvantage rather than advantage to 
the public in the event of a quotation being withheld because the whole loan has not been 
subscribed, 333, 334. 


[Second Examination. ]|—Further statement explanatory in detail of the nature and 
extent of the jurisdiction of the Committee of the Stock Exchange in reference to foreign 
loans, &c., 466-468 Establishment of the Committee originally as a private tribunal 
for the regulation of business limited to English stocks, 467, 468 Gradual extension 
of the functions and jurisdiction of the Committee, these being now of a public and quasi 
judicial character, 2b. 


Statement showing that Sir John Barnard’s Act, which declared that all transactions 
in consois for time were invalid was inoperative, and was disregarded, so that it was, very 
properly, repealed some years ago, 468, 475-482. 562-565 Similar footing upon which 
transactions or contracts in consols and in shares and foreign loans are now placed by 
the rules of the Stock Exchange, 468 Different rules as regards quotations of loans 
and quotations of shares ; mode of procedure of the Committee in the former case before 


a quotation is given, z+. ——Several instances of salutary interference by the Committee 


in the suspension of quotations; paper submitted in illustration, 468, 469. 


Opportunities given to bondholders and others for the urging of objections when notice 
of a new loan is issued, 468. 473. 540-542. 556-553 Absence of any instance of mis- 
representation on the part of foreign states or of contractors for foreign loans; that is, so 
far as the documents laid before the Stock Exchanze Committee are concerned, 468- 
474. 540 -Exception taken to the suggestion that there should be an assimilation of 
the loan rule to the share rule, as regards qucetation, 469: Objections to the proposal 
for withholding a quotation unless a certain amount were allotted, 474, 475—-—Grounds 
for further objecting to a limitation of the quotation to the amount allotted, 475. 


Evidence opposed to the proposal that bargains made befure allotment should be 
declared void by law; great interference thereby with business and with legitimate tran- 
sactions, 475-482 Inoperativeness of Mr. Leeman’s Act, the object of which was to 
render illegal all bargains in bank shares unless the numbers of the shares were supplied 
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De Zoete, Samuel Herman. (Analysis of his Evidence)—continued. 


with each sale; statement in defence of the disregard of this Act on the Stock Exchange, 
475-482, 522-539. 566-581. 

Opinion that foreign loans would be rendered almost impossible if it were necessary 
to register them, as propose! by Mr. Sheridan’s Bill, 483, 484. 559-561 Several 
objectionable clauses in this Bill, some of which, if enacted, would probably prevent loans 
being contracted in England, 434-489 —— Doubt as to its being practicable for the Stock 
Exchange Committee to apply any regulations for the prevention of the evils complained 
of a3 regards the issue of foreign loans, 490-492. 


Statement as io brokers who applied for a settlement in foreign loans receiving a 
fee for the use of their names, and for setting the Committee of the Stock Exchange in 
motion, 493-594-——~Doubt as to the action to be taken by the Committee in the event 
of their being aware that nineteen-twentieths of the money payable on allotment was 
found by the contractors for the loan ; reference especially to the Honduras Loan of 1867; 
595-514- 

Absence of security in regard to persons who apply for portions of loans taking up 
the amounts applied for, 515-521 Doubt as to the former stoppage of the Agra Bank 
having been due to “bear ” operations, 522-527 Practice as to giving a settlement in 
the scrip before the bonds are issued, 43-548 ——Enhanced value of stock by reason of 
its quotation ; protection also to the public by the price being quoted, 549-553. 582-589. 

Business of the public rather than of the Stock Exchange Committee to inquire into 
the solvency of any borrowing State, 554, 555 Penalty upon a broker who contracts 
to deliver stock or shares and fails to do so, that the amount contracted for may be 
bought in at any price in the open market, the broker paying any difference in the price, 
568-570. 574-577. 600-604 Belief that Leeman’s Act has had no effect in checking 
speculation in bank shares, 578-581 Reference to the quotation in the official’ list as 
not being anything in the nature of a guarantee, 582-585. 


Grounds for the objection of the Stock Exchange Committee to require a siatutory 
declaration from the contractors for foreign loans, §90-596 ——Convenience to the public 
under the system of jobbers who are ready to buy from or sell to brokers at a limit of price, 
597-599 Explanation that the official quotations record oaly the actual business done, 
and that the leaving off or closing quotations are not official, 605, 606. 


Third Examination.|—Document submitted explanatory of the views of the Com- 
mittee of the Stock Exchange upon the question of prohibiting bargains before allotment ; 
conciusions adverse to prohibition, 5414-5417. 5496 Exceptions taken to a proposi- 
tion that on the issue of a prospectus anyone shouid be able at once to buy at the price 
mentioned, without there being any interval before allotment, §418-5427. 5501, 5502. 
5b1Y. 

Explanation relative to the action of the Stock Exchange Committee in 1864 in refusing 
t» recognise bargains in joint stock shares before allotment ; failure of the rule then made 
to prevent such bargains, so that it was found necessary to remove the restriction, 5428+ 
5445. 5503-5505 More stringent rules of the Stock Exchange in the matter of com- 
panies than of loans, 5442, 5443 Formal protest. by the Committee of the Stock 
Exchange in March 1867 against Mr. Leeman’s Bill of that year, requiring the seller of 
bank shares to give the numbers of the shares, 3446-5452 Very general disregard of 
Leeman’s Act; opinion that the restriction under the Act tends to injure rather thau to 
benefit bond fide holders of shares, 5453-5461. 


Belief that the evil in respect of dealings in foreign loans must be left to cure itself, 
and that the public cannot be protected in the matter by legislation, 5462, 5463. 5471 
Conclusion as to the expediency of simplifying the mode of civil and criminal pro- 
cedure; better check thereby to fraudulent misrepresentations in prospectuses, 5464, 
5465. 5463-5470. 5484-5486. 5525, 5520 Undue interference with business by a 
prohibition of dealings before allotment, 5465-5407- 5470 5477 5478. 5499+ 

Entire willingness of the Committee of the Stock Exchange to modify their rules, and 
to impose restrictions, if the changes can be shown to be for the protection and benefit 
of the public without unduly preventing public business, 5465: 5471. 5477-0483 
Evidence to the effect that the present rules of the Stock Exchange, such as the quota- 
tion rule and settlement rule, do act materially for the protection of the public, 5472- 
5476 Illustration in the case of the Peruvian Loan of the beneficial action of the 
requirements of the Stock Exchange Committee, 5476. 


Framing of the rules with a view mainly to the conduct of the business of the Stock 
Exchange, the public being at the sume time benefited, 5487-5492 Rule against 
fraudulent bargains in the first instance, but not against subsequent bargains 1 bad 
securities fraudulently issued, 5493-5495: 5497, 5498 ——Objection to a proposal that all 
bargains above par, made before allotment, should not be recognised, 5500. 

Effect of a prohibition of dealings before allotment to drive loans to foreign markets,. 
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De Zoete, Samuel Harman. (Analysis of his Evidence)}—continued. 
to the injury of the public in this country, whilst the prohibition would not be effectual, 
5507-5510. 5512-5518 Probability that the French Loan, partly brought out in 
England, would have been equally successful if there had been no dealings before allot- 
ment, 5519-5524: 


DEALINGS BEFORE ALLOTMENT: 


Statement to the effect that brokers are sometimes employed by the contractors ‘for 
loans to buy and sell before allotment, so as to create a market at a premium; dis- 
approval of this practice, De Zoete 117-131. 241-250——Evidence opposed to the pro- 
posal that bargains made before allotment should be declared void by law; great inter- 
ference thereby with business and with legitimate transactions, ib. 475-482. 


Difficulty as to the Stock Exchange Committee interfering with the operations for 
fictitiously enhancing the price before allotment, Scott 377-379. 405-409——-Balance of 
advantage, as compared with the disadvantage, by prohibiting bargains and quotations 
before allotment, 7b. 405-412. 


Statement as to all bargains made on the Stock Exchange being binding; belief that 
there is not any rule against bargains or dealings before settlement or allotment, Tucker 
2464. 2493-2502—— Doubt whether the practice of purchasing before allotment could 
be stopped, Baron Erlanger 3988-3990. 


Grounds for the conclusion that the main evil in connection with the emission of loans 
arises from dealings in unallotted stock, and from the publicity given to such dealings by 
the quotations of fictitious premiums, Lewis 4780. 4797. 4800. 4867. 4890——Circum- 
stance of the question of dealings before allotment not being dealt with by the! Bill pro- 
moted by Mr. Sheridan and witness, 2b. 4785, 4786. 4795, 4796. 4868 Wide-spread 
character of the gambling on the Stock Exchange under the system of dealings in un- 
allotted stock, 7b. 4797. 4867. 4882, 4883. 4890——Importance of prohibiting all dealings 
and all quotations in unallotted stock, 7b. 4797-4807. 4875-4881. 4890-4892. 4895- 
4905——Proposed prohibition of dealings in England before altotment in the case of 
loans brought out abroad, 7b. 4862——-Disapproval of a mere repudiation by the Stock 
Exchange Committee of all bargains before allotment, ib. 4879-4881. 


Statement as to the price before aliotment being really made by the dealers on the 
Stock Exchange, Grant 4967, 4968——Argument that dealings before allctment should 
no more be interfered with than time bargains, Cohen 517g——Inaccuracy of the state- 
ment that. the dealers make a market and a price in foreign loans before allotment; the 
initation rests, in fact, with the public through the brokers, 7d. Inability of the Stock 
Exchange Committee to prevent dealings before allotment, although they do not allow a 
quotation, 7b. 5179. 5242-6244. 5261-5263 Argument that there are many legitimate 
transactions before allotment, and that it is not expedient to pruhibit such transactions 
altogether, 2b. 5261-5265. 

Document submitted explanatory of the views of the committee of the Stock Exchange 
upon the question of prohibiting bargains before allotment ; conclusions adverse to pro- 
hibition, De Zoete 5414-5417. 5496 Undue interference with business by a prohibition 
of dealings before allotment, 2b. 5465-5467. 5470. 5477, 5478- 5499 Objection to a 
proposal that all bargains above par, made betore allotment, should not be recognised, 76. 
5500-——Effect of a prohibition of dealings before allotment to drive loans to foreiyn 
markets, to the injury of the public in this country, whilst the prohibition would not be 
effectual, 2b. 5507-5510. 5512-5518. 

‘Exceedingly prejudicial effect as regards the issue of foreign Joans generally in England 
if dealings before allotment were prohibited by legislation, Cazenove 5527-5530 —— 
Advantage if the Committee of the Stock Exchange could prevent dealings before allot- 
ment ; expected evasion of legislation to this effect, Rothschild 5802, 5803. 5852-5855 
— Conclusion that it is not expedient to prohibit dealings before allotment; hindrance 
thereby to legitimate as well as illegitimate transactions, Medley 5967, 5968. 


Frequent resort to the practice of employing jobbers and brokers to purchase and sell 
extensively before allotment, Rep. xv 


Strong condemnation by the Committee of the 
practice of contractors in buying and selling stock before allotment; fictitious market 
created thereby, 7d. xlv Enhanced evil when the money of the allottees is employed, 
as in some instances before the Committee, in paying for the stock purchased in excess 
of that sold, 2. Objections on the part of the Stock Exchange to any legislation 
rendering illegal all contracts before allotment, <b. xlviii. 


See also French Loans. Italian State Domain Loan, Quotation of Loans. 
Stock Exchange, 3. “Times,” The. 
Defauiting States. See Bad Loans. Costa Rica Loans. Honduras. Loans, 
Paraguay Loans. San Domingo Loan. 
Diversion 
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Diversion of Loans from England. Probable effect of a system of registration in diverting 
the issue of loans from England to the Continent, Scott 427-4209 ; De Zoete 483, 484; 
Cohen 5178 et seq. Several objectionable clauses in the proposed Registration Bill, 
some of which, if enacted, would probably prevent foreign loans being contracted in 
England, De Zoete 484-489. 559-561 fendency of the conditions and stipulations 
advocated by witness to keep all bad loans off the English market, and possibly some 
good ones also, Lewis 4856-4861. 4867. 4869-4871. 

Exclusion of the issue of foreign loans from the English market, if it were enacted 
that all transactions of syndicates must be made public, Grant 5028-5032 Tnjurious 
diversion of loans in the event of too much publicity being required as to contract prices ; 
approval, however, of publicity in extreme cases, Cohen 5200-5210. §251. 

Prejudicial effect as regaids the issue of loans in England, if dealings before allotment 
were prohibited by legislation, De Zoete 5507-5510; Cazenove 5527-5530 Injurious 
diversion of good loans from this country if the borrowing governments were required to 
publish their contracts, through the prospectus, or otherwise, Cazenove 5590-5596. 
5618-5625; Rothschild 5772- 5826-5828. 5833- 

Doubt as to good ioans being diverted from the English market by an obligation to 
state the amount of commission or agency, Sheridan 5019-5922 Opinion that the 
proposed inquiry by the Stock Exchange Committee would not exclude all good loans 
from the English market, Medley 6009-6014. 


Drawings (Redemption of Loans). Doubt as to there being anything illegitimate in the 

first drawing for a loan following almost immediately upon its issue, De Zoete 251, 252 
Objection to the inducement offered by the commenceinent of drawings almost 
immediately after the issue of the loan, Scott 444-446 Reference to the system of 
prom pt drawings, when a loan is issued at a discount, as being in the nature of a lottery, 


McKewan 957- 

Undue temptation to investment, under the system of paying off bonds at par by 
periodical drawings ; similar system adopted by the Credit Foncier and other English 
companies, Lewis 4846-4848 Doubt as to any foul play in the conduct of drawings 
of foreign loans, ib. 4873; 4874 Stimulus to unsound loans under the system of 
issuing at a low figure to be repaid at par by annual drawings, Cohen 52:2. 

Reference by the Committee to the system of “ drawings ”’ as similar in its effect to 
the old lottery schemes, and as undoubtedly tending to increase spec ulation, until it has 
become gambling, Rep. xlix. Iilustrations of the temptation to the public to purchase 
stock under the system of drawings at par, ib. -—— Disaster, moreover, to the borrowing 
covernment in having to repay at a heavy loss borrowed capital before there has been 
time to utilise it, and im some cases before the whole of it has been received, 7b. 


Opinion that if all such drawings were prohibited until after the expiration of eighteen 
months from the payment of the last instalment due in respect of the loan, much would 
be done to check the gambling transactions in question, Rep. xlix. 


Dreyfus, Scheyer, &§& Co. See Honduras Loans, Ill. VII., 6. 


E. 


Egyptian Loan of 1873. Very low price at which the Egyptian Loan of 1873 was bought 
by the syndicate, as compared with the price of issue to the public, Waring, 4721. 


Erlanger, Baron Emile. (Analysis of his Evidence).—Entire readiness of witness to 
explain the action of his firm (Emile Erlanger & Co.), in reference to the isstre of the 
Costa Rica Loan of 1872, although there is a law-suit now pending between the Costa 
Rica Government and his house, 3719, 3720. 

Introduction of witness in the first instance to Senor Alvarado, the Costa Rica 
Minister, by Senor de Franco,, the negotiations resulting in two contracts, dated 2nd May 
1872 5 3721-3730—— These contracts read: conditions therein as to witness’ firm taking 
800,000 L. of the loan, and as to the commission to be paid them in consideration thereof, 
3731-3734 Authority given to witness’ firm, under the principal contract, to make 
purchases of the loan if necessary for its success, 3731—— Total commission of seven per 
cent. to be paid to the firm, 7d. 

Condition in the first contract as to the payment of 50,000 1. to Messrs. Knowles 


& Foster, of which 40,000 /. was for a syndicate, and 10,000 J. for themselves, 3751—- 
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Erlanger, Baron Emile—continued. 


Condition im the second contract as to an additional commission of 4 per cent. to 
witness’ house, 3734. 


Sundry items of receipt by witness’ house in respect of the loan of 1872, the total to 
be accounted for to Government, amounting to 2,003,698 2., 3735-3750——Sundry 
payments and purchases by the firm amounting to a total of 1,209,033 /., besides which 
they have paid in cash to the Government a sum of 837,808 1., including 20,000 7. under 
the head of commission, 3751-3758—— Balance of about 43,000 /. due to the firm at the 
present time, 3758. 3764. 3774. o 


Explanation in connection with the payment of a sum of 118,600/. for interest and 
sinking fund out of money in the hands of Messrs. Knowles & Foster, 3758-3773 — 
Purchases by witness’ house to the ainount of about 1,600,000/., nominal, before 
allotment, whilst they re-suld about 200,000 7. at the same time, 3775-3781. 3791-3805 
— -Conclusion as to the bona fide character of applications from the public to the amount 
of 2,998,900 /., 3782-3790. 

Several stipulations on the part of Senor Alvarado, which led to the stipulation by 
witness’ firm that they should buy for the Government such portion of the loan as the 
public might not in the first instance take up, 3796-3800 Agreement made that all 
expenses upon purchases should come ovt of the lump commission to be paid to the firm, 
3796 No purchases were made after allotment, 3806-3809. 


Copy of agreement or contract entered into in November 1872, whereby witness’ house 
was empowered to take certain portions of the loan of 1872 at different prices ; sale of 
400,00Q/. stock, under this contract, at 634, producing 254,000 /., 3810-3813, 3828 
Further contract under whieh the firm sold 178,600/. of stock, at 523, producing 
92,246 U., 3814. 3821-3827. 

Total of 1,460,100 /. stock of the loan of 1872 in circulation, there being 903,900 J. 
unissued in the hands of witness’ firm, Messrs. Knowles & Foster, and other people 
interested, 3815-3820 Statement that the additional deduction of 4 per cent. (repre- 
senting g6,0c0/.) was not retained by witness’ firm, but was really placed at the 
disposal of the Government in order to purchase arms; deception under the contract in 
this respect, Government having been desirous of keeping the matter secret for political 
reasons, 3830-3848. 3925, 3927 —— Several payments and expenses out of the 7 per 
cent. deduction of 168,000, so that there remained only 11,500 /. as profit for distribu- 
tion among witness and his friends who were associated with him in the transaction, 
3849-3860. 

Positive denial of a statement by President Guardea, in his message to Congress, that 
60,0000. had been placed at his personal disposal by witness’ house through Senor Alvarado, 
3861-3874. 3921. 3968-3972 Explanation as to witness having taken no notice of a 
certain letter of inquiry fron Messrs. Knowles & Foster on the foregoing subject; this 
letter read, 3863-2868. 

Circumstances under which witness bought in the market a considerable anount of 
the loan of 1871, in order to keep up the price of the 1872 loan ; loss of from 13,000 J. 
to 14,000 7. by Government on this transaction 3875-3890. 3940-3942 Witness 
conteads that the Government have ackuowledged the contracts of November 1872, and 
April 1873, thovgh they now dispute them, 3891, 3892 Belief that no money has 
come from Costa Rica in payment of interest ; witness has taken no steps towards such 
payment, 3893-3895. 

Examination in defence of the large purchases (about 1,600,000 J.) by witness’ firm 
before allotment ; denial that but for these purchases the public would not have applied 
so largely, or that the loan woula not have been placed, 3896-3918. 3951-3956. 3974- 
3985. 3988-3990 Necessity of large purchases before allotment in order to prevent 
the quotation going to a discount, in which ease the public would not have applied, 

- 3896-3910. 3913-3918. 3951-3956 Defence of the statement in the application to 
the Stock Exchange for a quotation that the loan had been unconditionally applied for, 
3901-3913. 

Reluctance of witness to mention the names of those who were interested, with 
him in the loan besides the sembers of the syndicate, 3919, 3920——Belief that Mr. 
Foster is mistaken in saying that witness assented to 7 per cent. as the maximum 
of expense to the Costa Rica Government, 3922-3925 Grounds for the state- 
ment that Messrs. Knowles & Foster were aware, at the time of issuing the loan in 
May 1872, that there was full power in witness to buy back the loan in the market, 
3928-39309. 

Inaccuracy of a statement that shortly after allotment witness commenced selling bonds 
which he had bought back; bonds bought at this time by Messrs. Knowles & Foster 
may, however, have been sold by members of the syndicate, 3943-3950. 4006 
Cognisance of the members of the syndicate as to witness’ authority to make purchases 
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on Government account; there were no remonstrances by the syndicate on the subject, 
3957-3964 Grounds for the statement that the Government rather than witness’ house 
was the obliged party in the matter of the loan, 3968-3970. 

Numerous foreign loans with which the firm represented by witness have been con- 
nected, 3973, 3974 Statement ‘to the effect that the French Government always 
provide in its loan contracts for making a market, 3975-3985—— Reference to the for- 
mation of a syndicate as a usual transaction when loans are being issued, 3986 -—— 
Doubt whether the practice of purchasing before allotment ceuld be stopped, 3988- 


3999- 


Suggestion that bankers or others issuing loans should be required to allot them pro 
ratd, as in France, 3991-3994 Opinion that with a few exceptions the system of 
bringing out loans has worked well, 3995 Comparatively smal! amount represented 
by the Joans which have been failures, 2d. 

Impression that Costa Rica can pay, and that some kind words from the Foreign 
Office to the Government would not be lust, 3996, 3997 Much more public character 
of the operations on the Paris Bourse than on the London Stock Exchange; preference 
expressed for the former system, 3998, 3999 Total of about 800,000 /.’in cash, as the 
amount which has reached Costa Rica out of the loan of 1872, the stock represented 
being about 1,500,000 /., 4001-4003 Utterly unfounded character of the allegations 
in a certain bill in Chancery filed against witness’ firm, 4006. 


Erlanger, Emile, & Co. See Costa Rica Loans, 11. 


Eupion Gas Company (Limited). False representation made to the Stock Exchange 
Commiitee as to the allotment in the case of this company, Scott 403. 


Evans, Richard. (Analysis of his Evidence.)—Introduction of witness to Mr. Lefevre 
about June 1868, the latter wishing, through his assistance, to place on the market the 
balance of the Honduras loan of 1867; 2217-2227 Steps taken by witness in order 
to obtain purchasers for the balance of the loan; he invited applications from Mr. James 
Barclay and other stockbrokers, each offer as to price being submitted to Mr. Lefevre, 

| 2229-29942 Witness cannot remember the names of the several brokers to whom he 
applied in the matter, 2230-2232, 2235, 2236 The brokers received only the usual 
brokerage, 2235-2237- 

Applications made through witness, or direct to Mr. Lefevre, fur portions of the 
balance of the 1867 loan at a fixed price below the market price; probable arrange- 
ment also as to Mr. Lefevre not putting any more stock on the market for a certain 
period, 2241-2250 Belief that there was no “ put-and-call” arrangement with 
any brokers or jobbers as regards the 1867 loan, 225) Gradual manner in which 
the loan was thus absorbed; more than 100,000/. was on the whole taken in this way, 
2252-2254. 

Communication of Mr. Lefevre with witness relative to the placing of the loan of 
1870; arrangement with a certain number of brokers, by means of a “ put-and- 
call,” for counteracting the operations of the “bears,” 2257-2273. 2287-2297 
Inability of witness to supply the names of the jobbers to whom “ put-and-call” orders 
were given by the brokers, 2264-2271 Names of some of the brokers who purchased 
stock of the 1870 loan from Mr. Lefevre, 2266-2268. 


Examination relative to the very large amount of the loan of 1870 apparently applied 
for by the public as compared with the smail sum paid on the second instalment, 2274- 
2286 Belief as to a large portion of the 1870 loan having been bought off the market 
by order, 2274 Low price of the bonds in the market in July 1870, whilst by the end 
of August there was a large rise; orders from Mr. Lefevre at this period to buy largely 
so as defeat the “ bears,” 2287-2297 Gradual sale of stock of the 1870 loan by Mr. 
Lefevre through witness to brokers and others; witness cannot remember the name of 
any of these brokers except Mr. Barclay, 2298-2305. 2375, 2376. 2387. 

Probable disposal of from 1,000,000 2 to 2,000,000 J. of the loan of 1870 through 
witness; he kept no account, and cannot supply details, 2306-2309. 2370, 2371 Re- 
muneration of the brokers by the brokerage, and of the jobbers by the lower price 
than the market price at which they obtained the stock from Mr. Lefevre, 2310-2326. 
2377, 2378—— The money for the stock thus placed all went to Mr, Lefevre, and what 
its destination was witness does not know, 2327-2330 Reluctance of witness to state, 
the remuneration received by him for aiding to place the stock, 2331-2333. - 

Limited knowledge of witness in reference to the extra drawings in April and Sep- 
tember 1871; 2334-2343—— Grounds for the conclusion formed by witness that Go- 
vernment shipments of mahogany from Honduras had actually commenced, 2344-2348 
Instance of some disagreement between witness and Mr. Lefevre in reference to the 
placing of the loans; he has, however, recently seen Mr. Lefevre in Paris, 2349-2362. 
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Evans, Richard. (Analysis of his Evidence)—continued. 


2372-2374 Absence of any special communications between witness and Mr. 
Bischoffsheim or Senor Gutierrez, 2353-2357. 


Explanation that witness has no profession, but takes an interest in financial business 
generally, 2358 Statement (reluctantly made) that witness was in the first instance 
remunerated by a fixed monthly payment, and subsequently by a commission of 1 per 
‘cent. upon the amount of stock placed through his means, 2359-2369 —— Circumstances 
under which witness acted as secretary to the railway trustees, for which he received a 
salary, 2379-2382 Relationship between witness and the accountant employed to 
“heck the accounts; the late Mr. Morier Evans, of the press, was also a relative, 


2383-2386. 


[Second Examination. |—Denial that witness knows anything of an alleged present of 
jewellery from Mr. Lefevre to Madame Gutierrez, as deposed to by Mr. Gossip, nor does 
he believe that such present was made, 2747, 2748 Devial also that witness ever 
superintended Mr. Lefevre’s books, 2748 Entire inaccuracy of a statement that wit- 
ness was constantly at Mr. Bischoffsheim’s office, 2749-2751 Grounds for the denial 
that bills to the amount of 10,000 1. were discounted by Mr. Lefevre, and that 8,000 J. 
were sent to the President of Honduras, Mr. Lefevre taking 2,000 l., 2752-2758—— 
Belief also that no cheque for 3,000 /. was ever sent as a present to Mr. Sharp, solicitor, 
us stated by Mr. Gossip, 2759.. 


Expense (Issue of Loans). Considerable expense attending the issue of loans; undue use 
sometimes made of advertisements, Scott 461, 462. 


Extra Drawings. Facility to the issue of stock by means of extra drawings, McKewan 
941 See also Honduras Loans, IV., 11. 


Ferro, D, Ramon de Silva. Historical Account by the Secretary of the Honduras Legation 
in London relative to the failure of the loans issued with a view to the construction of 
the Interoceanic Railway, and the various difficulties in the way of the completion of 
the line, App. 55 et seq. 


Fleming George. (Analysis of his Evidence).—Represents the firm of Robinson, 
Fleming & Co.; constitution of the firm, 4031-4034 Application made to the firm 
in November 1871 by Messrs. Waring Brothers, to act as their agents in issuing the 
Paraguay loan, 4035-4037—-—Inquiries made by the firm iu several quarters as to the 
financial condition of Paraguay, before undertaking the issue of the loan, 4038-4043 
Copy of contract, dated 21st November 1871 (the original contract being handed in by 
Mr. Slade), between Maximo Terrero and Messrs. Waring Brothers, relative to the terms 
of issue of the loan, 4044-4048. 4051. 


Explanation in connection with letter from Maximo Terrero to Waring Brothers, 
dated 21st November 1871, empowering the latter to make purchases of the loan on the 
market, the object being to counteract speculative sales, 4052-4057 Direct authority 
required by witness’ firm from Maximo Terrero before issuing the prospectus and loan ; 
letter from tbe latter to this effect, dated 21st November 1871; 4058-4063-——Pro- 
spectus of the loan, the amount being 1,000,000 /., the price of issue 80 /. per cent., and 
the rate of interest 8 per cent., the principal te be*redeemed by quarterly drawings in 
about twenty-one years, 4064-4066. 


Official documents produced to witness’ firm in support of a statement in the prospectus 
that the public lands, as part of the security for the loan, were valued at 35,000,0002, 
4067-4069 Reliance placed upon a statement in the report of the Minister of Finance 
in 1871, after the war, that the whole debt of Paraguay amounted to only 213,000 1., 
4070-4085. 4100 Entire dissent from a statement in the “ Statesman’s Year Book” 
of 1875, that the debts consequent upon the war of 1865-70 amounted to an aggregate 
of 47,200,0001., 4083-4092 Recent statement by the Paraguayan representatives 


in England that the amount of the war debt due to the allies was yet to be fixed, and © 


that interest on such debt was not io commence for ten years, 4091, 4092. 4101, 4102. 


Denial that before the allotment of the loan an announcement was made to witness’ 
firm that Paraguay owed a very large war debt, 4093-4100 Avthority to the firm 
trom Maximo Terrero, dated 21st November 1871, to honour all cheques and drafts 
drawn against the proceeds of the loan by Waring Brothers, 4103 Very large appli- 
cations for the loan by the public, 4104. 4110 Leiter from Waring Brothers, dated 
22nd November 1871, and from Maximo Terrero, of same date, as to the terms on which 
witness’ firm was to act as agents in issuing the loan; commission of 1# per cent. 
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eventually agreed upon, 4104-4109 Agreement with Waring Brothers as to the same 
terms applying to any future loans, 4107. 

Application from Messrs. Mullens, Marshall & Co., brokers for the loan, to the Com- 
mittee of the Stock Exchange, dated ist December 1871, requesting a settling day in 
the serip of the loan and asking for a quotation, 4111. 4113 Explanation in con- 
nection with a certificate by witness’ firm, dated 2nd December 1871, that the whole 
amount of the loan had been fully subscribed for by, and unconditionally allotted to, 
the public; so far as witness knows, the applications for the loan were all bond fide, 
4113-4125 Settling granted for on the loan, on the 8th or gth December, 4126. 


Arrangement of witness’ firm solely with Waring Brothers, though they knew that 
Mr. Samuel Laing and Messrs. Grant & Co. were interested with the former, 4127- 
4132 Total of 760,o0072. accounted for by the firm to Waring Brothers, 40,000 J. 
having been retained for the first two coupons, 4132-4134 Total of 640,000 1. 
(or 64 2. per bond) accounted for by Waring Brothers to the Government, including 
403,000. in sovereigns shipped by witness’ firm to Paraguay, and 160,000 /. invested 
for interest and sinking fund, the balance having been retained for commission, &c., 4136- 
4139. 4148. 4154-4156. 

Coynisance of witness’ firm as to purchases of the loan in the market by Waring 
Brothers; the firm however never dealt in the bonds and was never interested in them, 
4141, 4142 Statement as to Maximo Terrero having sent to his Governiment, in 
January 1872, all the documents connected with the loan, and having subsequently 
received from Government a ratification of all that had been done, 4144-4148 Letter 
from Senor Terrero, dated goth April 1872, expressing the satisfaction of himself and of 
his Government with the part taken in the matter by witness’ firm, 4149, 4150. 


Considerable premium at which the loan of 1871 was quoted in March and April 1872; 
4151, 4152. 4157 Direct application from Senor Terrero to witness’ firm in May 
1872 to bring out another loan, 4158, 4159 Several bills in Chancery filed against 
witness’ firm and other parties in reference to the Paraguay loan of 1872; the firm are 
however desirous of giving the fullest information on the subject to the present Com- 
mittee, 4160-4165. 

Explanations in connection with the contract of 27th May 1872, between Maximo Terrero 
and the firm for the issue of a loan of 2,000,000 /., at the price of 852. per bond, to be 
accounted for at the price of 73}/. ; 4166-4175—— Provisions as to the purchase of bonds 
in the market by the firm, 4167, 4168 Prospectus of the loan adverted to; absence 
of any statement therein relative to other loans or debts of the State, 4176-4181 
Arrangement between witness’ firm and Waring Brothers as to the former having a 
commission of 24 per cent., and as to the latter taking 9? per cent., 4182, 4133 Letter, 
dated 31st May 1872, in which the firm authorise Waring Brotheis to buy on their account, 
up to the nominal amount of 1,500,000 /. of the loan in the market, 4184, 4185. 


Total applications for the loan to the amount of nearly 3,800,000 /., the full amount 
of 2,000,000 7. having been allotted, 4186, 4187 Application from Messrs. Mullens, 
Marshall & Co. to the Stock Exchange for a settling day, a certificate having been given 
by witness’ firm that the whole amount of the loan had been fully subscribed for by, and 
allotted unconditionally to the public, 4188, 4189 Statement to the effect that a 
combination or syndicate was formed, comprising Messrs. Waring Brothers, Messrs. 
Grant & Co., and Mr. Laing, in reference to the purchases of the loan in the market, 
4190-4200. 

Examination showing that Waring Brothers (or the syndicate) bought back 1,308,000 /. 
of the loan in the market, and that the Government bought back 129,800 7. allotted to 
witness’ firm, so that all that really was retained by the public was 562,200 /.; 4201- 
4215. 4225-4227 Bonds for the nominal sum of 1,437,800 l. are, in fact, held by the 
Government at the present moment, 4213—-— Witness disclaims all responsibility for 
the announcement in'the newspapers that the loan had been subscribed for twice over 
by the public, 4216-4220 Justification of the statement that the whole of the loan 
had been subscribed for by, and allotted to, the public, 4221-4224. 4334-4355 
Circumstance of the whole of the Italian State Domain Loan having been bought back 
before allotment, and having heen all re-purchased and eventually placed before the 
settling day, 4222, 4223. 4345, 4346 Letters from Maximo Terrero in June and July 
1872, authorising witness’ firm to pay certain emigration expenses out of the proceeds of 
the loan, 4228. 4238. 


Letter from Maximo Terrero to witness’ firm, dated 27th June 1872, authorising the 
re-sale to Government at par of the 129,800/. allotted to the firm, 4229-4232 
Further letter dated 6th July, replying to letter from the firm, and expressing approval of 
all that had been done in respect of the loan, 4233-4238 Discredit thrown upon 
Paraguay in 1872 by the failure of the Honduras Ship Railway Loan, 4236, 4237. 


Appointment of Senor Benitez in July 1872 as special commissioner from Paraguay, 
to investigate all matters connected with the loans of 1871 and 18723; 4239, 4240— 
Bill filed by Senor Benitez in Chancery against witness’ firm in December 1872, which 
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resulted in an agreement in March 1873, subsequently confirmed by decree of the court, 
after a detailed inspection of the accounts by Messrs, Fletcher, 4241-4261 Subsequent 
appointment of Senor Uriarte and General Caballero as special commissioners in lieu of 
Senor Benitez, who was superseded, and is said to be now in prison in Paraguay, 4248- 
4250. 4283-4286. 
Explanations in connection with various items and passages in the detailed report by 
Messrs. Fletcher; witness submits moreover the whole of the accounts in question, and 
states that vouchers have been produced for every sixpence expended, 4262-4282 
Produce of 410,406 2 in money, by the 562,600 7. stock taken up by the public out of 
the loan of 18723; 4266 Various payments, charges, and investments, leaving a 
balance of 242,889 2. 14s. 11d., which was handed over to Senor Benitez, under the 
decree of the Court of Chancery, 4267-4281. ’ 


Examination with further reference to witness’ knowledge of Paraguay when his firm 
undertook the issue of the loan of 1871; information obtained as to the form of Govern- 
ment and as to the general condition of the country, 4287-4306 Dissent from the 
conclusion that the population was almost exterminated by the war; estimate of halfa 
million as the male population, 4292-4301. ; 


Steps taken to appoint a committee in London “ to supervise the sale of public lands 
and the application of the proceeds,” as according to the prospectus of the second loan ; 
competent agent sent out to Paraguay by the committee, but to no good effect, 4307- 
4314 Omission from the second prospectus of any allusion to the public debt of 
Paraguay; there was no special reason for such omission, 4315-4320 —— Official report 
upon which it was stated in the first prospectus that the annual revenue before the war 
was 522,000 /.; there was no further inquiry on this point before the issue of the second 
prospectus, 4321-4327-—— Considerable portion of the loan of 1871 bonght hack by 
Messrs. Waring ; enhanced price of the loan about this period, 4328-4334. 

Explanation that the re-purchase of 1,437,800 /. of the loan of 1872 was an account 
of Government, and that this amount is now held by Government, only 562,200 J. having 
been permanently placed, 4335-4349. 4414-4416 Witness further contends that it 
was fair to say that the whole loan was unconditionally allotted, although three-fourths 
of it went back to the original seller, 4339-4352 Probable faiiure of the loan if 
purchases had not been made to counteract speculative sales, 4353, 4854 Hope 
expressed that Paraguay may yet be in a position to pay; there is no repudiation, 4355, 
4356. 4360. 

Reference to the Buenos Ayres loan of 1824, as similar in some respects to the 
Paraguay loans, 4356-4360 Reference to the Venezuelan loan of 1862, brought out 
by Baring Brothers, as an instance of repudiation ; absence of parallel however between 
the mode of issue of this loan and of the Paraguay loans, 4360-4364. 4383-1386. 


Explanation on the subject of only 562,0002 having been permanently placed out of 
the loan of 1872, though the applications went to double the amount of the whole loan, 
4395-4375 ——Total of about 14 per cent. as the rate of interest payable by Paraguay 
in proportion to the produce of the first loan; much higher rate current in that country, 
4370-4382 Nature of the official authority for the statement in the prospectus of the 
first loan that the public lands were worth 35,000,000 /., whereas in an official report 
they are put down at 19,380,00072. ; examination on this point, 4387-4399. 


Object of the buying back to counteract the effect of speculative sales, rather than to 
give confidence to the original applicants, 4400-4410 Confidence of witness’ firm in 
the loans, else they would not have issued them to the public, 4408-4411 Reference 
to the excess beyond 647. per bond of the first loan as having gone in expenses, com- 
missions, &c., 4412, 4413. 


Statement that of the loan of 1871 the amount now outstanding with the public is 
957,100 l., of which one-third is held abroad, 4414 Total of only 548,300 2, now out- 
standing out of the loan of 1872, 7b. Ageregate of about 1,500,0007, as the in- 
debtedness of Paraguay in respect of the two loans, %6.— Belief that the treaty deter- 
mining the indebtedness of Paraguay to Brazil, &c., was not in existence till long after 
the issue of the loan of 1871; 4417, 4418. 


[Second Examination. |—Information obtained by, witness’ firm (since his last appear- 
ance before the Committee) from the Paraguayan commissioners in London relative to 
the population, &c., since the war; he tenders statistics on the subject to the Committee, 
4423-4428. hth 

[Third Examination. ]—Evidence to the effect that the contract or agreement, between 
Maximo Terrero and the contractors for the loan of 1871 was a private document, and 
not one which should have been submitied to the Stock Exchange, 4766-4777. 


Fluctuation of Prices. Diagram submitted by Mr. Cracroft showing the course of the 
Honduras, San Domingo, Costa Rica, and Paraquay loans, and the rise and fall in 
prices, App. 194. 
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Ford, James. (Analysis of his Evidence.)—Appointment of witness, who is an accountant, 
by Senor Gutierrez as one of the trustees of the Honduras Loan of 1870, his co-trustee 
having been Mr. Widdecombe, a clerk of Mr. Sharp, solicitor, 5636-5642 Belief that 
witness has at his office a copy of the deed of appoinment, 5643-5646. 5649, 5650. 5728. 
5751-5755. 5763, 5764——Formal notice given by Senor Gutierrez to witness, when 
searching for papers for the Committee, to deliver up all books and papers to him (Senor 
Gutierrez) as representing the Honduras Government; refusal by witness to obey 
this injunction, 5646-5648—— Transfer by witness of a large mass of papers to the new 
trustees appointed towards the end of 1872; those remaining are at the service of this 
Commitiee, 5651-5658. 


Receipt by witness, as trustee, of about a million and a quarter in bonds, nominal value, of 
ithe loon of 1870; these were transferred to Mr. Lefevre, first at the contract price of 
75 1. per bond, and subsequently at 507, when the market went down, 5659-5662. 5666- 
5682. 57290, 5730 Transfer to witness of a small balance of cash on account of the 
2867 loan; payments nade by him towards interest and sinking fund of this loan, 
5663-5665. 

Information relative to the payments by witness for interest and smking fund of the 
several loans of 1867, 1869, and 1870; belief that from the beginning of August 1871 
till the autumn of 1872 he paid on this score about a million sterling, 5683. 5719-5728. 
5735-5737-—— Amount of the payments made to Messrs. Waring, the railway con- 
tractors, and to Mr. Brunlees, the engineer, 5683-5695 Explanation in regard to the 
receipt, by the trustees, of about 1,000,0002., nominal, of the French loan, which pro- 
duced, through Mr. Lefevre, about 470,000 1., 5695-5718. 


Payments made by Mr. Lefevre for interest, as though the whole of the loan of 1870 
had been issued, this having been in accordance with the contract, 5722-5727. 5742- 
5750 Transfer by witness to the new trustees of about 105,000 J. in cash, and about 
260,000 /. in obligations of the French loan, 5731-5734. 5739 Payment of about 
60,000 1. to Mr. Lefevre for commission, besides the payments for interest and sinking 
fund, 5737, 5738+ 5758-5762 Witness cannot explain why he was asked to succeed 

r. Davids, as trustee, nor why he was asked to resign, 5756, 5757- 


[Second Examination.|—Witness produces the draft from which was prepared the 
deed appointing him a trustee; the deed itself is with Senor Gutierrez, 6023-6032. 

[Third Examination.]|—Very large number of books and accounts handed over to 
witness, as trustee, to the Honduras Minister, 6035, 6036. 6236, 6237 Action of witness 
and Mr. Widdecombe, as trustees, under deed dated 27th July 1871, they having ceased 
to act about September 1872 ; 6037-6041 Explanation in detail relative to various 
itenis of receipt and payment set forth in a certain balance sheet of witness and his co- 
trustee, 6042 et seq. Total receipts or debit to the amount of 1,797,451 1, consisting 
mainly of the nominal receipts in respect of the loan of 1870, and of the French loan, 
6045-6051. 

Total payment of 871,252 1. to Mr. Lefevre for interest and redemption on the 1867, 
1869, and 1870 loans; authority of the trustees for this payment, 6053-6064 Agere- 
gate payment by the yrustees of 101,254 l. to the railway contractors, and of 6,675 J. to 
the engineers, 6065-6068 Total of 71,8527. paid for commission in respect of the 
1870 Joan and the French loan, this payment going chiefly to Lefevre, 6071-6074. 


Credit item of 238,700 1., being the difference between the price at which the trustees 
debited themselves for stock, and the lower price at which some of it was sold; due 
authority from the Honduras Minister for the reduced price of sale, 6075-6086. 6111—- 
6124. 6152-6156 ——Explanation in connection with the credit taken for the bonds of 
the 1870 and French loans handed over by witness and his colleague to the new trustees, 
6090-6099 Loose minutes or memoranda from which the books were written up ; 
the former were for the most part subsequently destroyed as useless, 6100-6106. 6222- 
6229 Inability of witness to find a journal im which certain memoranda were entered, 
6107-6110. 6263, 6264. 

Statement as to certain bonds having been handed over to Mr. Lefevre at 75, in con- 
nection with the Ship Railway Loan, and having formed a portion of those subsequently 
sold at 503; authority from the Minister for the transfer of these bonds to Mr.. Lefevre, 
6111-6125. 6265-6267 Examination to the effect that in crediting Lefevre with 
750,000 1., in respect of the Ship Railway Loan, and in subsequently debiting hun with a 
similar sum, mere book-keeping was involved; return of the bonds handed over by the 
trustees to Lefevre, the Railway Loan having fallen through, 6126-6153. 6238-6252. | 
6275-6278. ; 

Letter of authority from the Minister for a payment of 50,000 /. in cash to Mr. Lefevre, 
the object being to maintain the price of the 1870 bonds in the market, 6157-6165. 6261 
— Limited amount due at any time by Mr. Lefevre to the trustees for bonds advanced 
to him, 6166-6170 Payment of 2,000 J. each to Mr. Widdecombe and witness, as salary 
for a year, and of a further amount of 1,500 l, each in acknowledgment of the great 
trouble they had had; considerable trouble and expense incurred by witness in the 
matter, 6171-6192. 6196, 6197. 6268, 6269 Circumstance of Mr. W ddecombe hav- 
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ing continued in Mr. Sharp’s employment during the time he acted as trustee, 6171-6173. 

6230-6232. 

Authority from the President of Honduras upon which the trustees handed over a 
sum of 12,0001. to Don Carlos Gutierrez, 6193-6195 Continued payment for some 
months to witness and Mr. Widdecombe for certain services rendered to the new trustees,’ 
6198-6220. 6234——Frequent presence of witness’ lawyer at the trustees’ mectings, as 
he was resolved to do everything legally, 6233. 6235——Statement as to Mr. Cotterill, a 

trustee, having absconded with a considerable sum, and as to the amount having been 
paid by Mr. Bischoffsheim and Mr. Lefevre, 6253-6260. 6270-6274. 

[Fourth Examination.}—Concurrence in Mr, Waterhouse’s explanation of the credit 
and debit of 750,000/. in respect of the Ship Railway Loan, 6528-6531 —— Doubt 
further expressed as to the existence of the journal before alluded to ; it was not handed 
over to the Honduras Minister, and may be with the new trustees, 6532-6534 Refer- 
ence to a payment of 13,702 /. to Messrs. Bischofisheim & Co., as having been made in 
respect of diawn bonds and interest on the 186g loan, paid in Paris, 6534. 

Rither by deed or by special authority from the Honduras Minister, witness can prove 
authority for everything done by him as trustee, 6535-6537- 


[Fifth Examination. ]—Authority produced for the sale of bonds at a lower price than 
that named in the trust deed, 6677, 6678 ——Also for the payment of 50,000 7. for main- 
taining the market; this document read, 6678-6680——Also for the payment of 12,500 1. 
to the Honduras Minister, 6679 Also for the payment of 1,500 /: additional to witness 
and his co-trustee, 7b. - 


Foreign Bondholders’ Association. Function of the Council of Foreign Hoadhoidans as 
regards the collection of documents and information relating to foreign loans, Clarke 
608-611. 


Foreign Capitals (Issue of Loans). Statement to the effect that in the chief capitals of 
Europe, where public loans are brought out (other than London), there is no real impedi- 
ment to the issue of joans, or to transactions before subscription, Cohen 5174-5178—~ 
Similar system of continental bourses as of the London Stock Exchange, in regard to 
granting a quotation, ib. 5177,.5178 —~Much less investigation or contract on the con- 
tinent than in this country as regards the introduction of loans by contractors, 7b. 5178. 


Foreign Office.* See Agents and Contractors. Costa Rica, II. 16. Paraguay, VII. 


Foster, Richard. (Analysis of his Evidence.)—Represents the firm of Knowles & Foster ; 
proposes to submit a written statement containing particulars of the connection of the 
firm with the Costa Rica loan of 1872; 3496, 3497—-—The firm issued the prospectus 
of the 1872 loan, but had nothing to do with the 1871 loan, 3498, 3499-——The loan of 
1872 was for 2,400,000 /. at 7 2. per cent. interest, the price of issue having been 82 J. 
per 100 2, bond, 3500-3502. 


Paper furnished to witness’ firm, by Mr. Alvarado, the special commissioner of Costa 
Rica, relative to the resources of the country, and the special security for the loan, 3502— 
3504-—~ Extract from the general bond, setting forth in detail the guarantees and secu- 
rities for tie payment of principal and interest, 3504-3507- 

Paper read to the Committee containing details as to the circumstances and conditions 
ander which wituess’ firm undertook the issue of the loan; condition as to their remune- 
ration being 1 per cent., and as to the whole cost to the Costa Rica Government not 
exceeding 7 per cent., 3508. 3536 Particulars relative to the public applications for 
the loan, the total applied for, upon which the instalment of 5 per cent. was paid, having 
amounted to 2,089,000 2. ; 3508-3518 Payment by the firm to the bankers of the 
Government, Messrs. Erlanger & Co., of the whole amount received (1,712,980 2.), less 
certain deductions for interest, &c., 3508. 3519-3525: 3562, 3563. 3580. 

Copy of the contract between the Costa Rica Government and witness’ firm, 3526- 
3533——~ Payment to the firm of half per cent. commission on the half-yearly coupons, 
in addition to the 1 per cent. commission on ihe issue of the loan, 3533-35365: 


Condition in the contract as to the payment of 40,000 7. to a syndicate to be formed 
by Messrs. Erlanger & Co., 3533——- Details relative to the constitution and working of 
the syndicate ; arrangement as to their guaranteeing that 800,000 /. of the loan would be 
taken, on which they were to receive § per cent., 3536-3551 Re-purchases by the 
syndicate to the amount of 1,426,500 /. ; disapproval by’witness firm of the re-purchase of 
so very large @ sum, 3536. 3564-3579. 

Considerable amount of stock still held by the firm, some of which was bought at 
only one quarter discount; loss of more than 20,0001. by tie firm and the individual 
partners, aiter allowing for the commissions received, 3536. 3574-3576 Gradual fall 
i the price of the bonds, the rumour having spread that Government would not maintain 
the payment of the interest, 3536 Special representative sent by the firm to Costa 
Rica, with a view to investigation and explanation on the spot; unsatisfactory i 

. this 
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Foster, Richard. (Analysis of his Evidence )—continued. 


this mission, 3536 Comment made by witness’ firm upon the payment of 60,000 J, to 
President Guardia by Messrs. Erlanger as a present, id. 

Subsequent attempt by Senor Yglesias, as Special Commissioner to introduce a new loan 5 
opposition by witness’ firm thereto, 3536 Bill eventually filed by Senor Yglesias 
against, the firm and against’ Messrs. Erlanger and Messrs. Louis Cohen & Sons; 


entirely groundless character of the allegations therein as regards witness aad his 
partners, 70. 


e 


Further statement as to its having been understood that the total charge to the Costa 
Rica Government for the issue of the loan should not exceed 7 per cent. on the nominal 
amount of the issue, this charge covering the commission to witness’ firm, and the § per 
cent. on the amount of stock taken by the syndicate, 3550-3561 Justification under 
certain circumstances, and to a limited extent, of re-purchases of new loans in the 
market, 3567-3579 ——- Retention by witness’ firm of an amount equal to three half- 
years’ interest, which was duly paid, 3580. 3584-3594 -— Doubt whether Senor Alvarado 
is still in England, 3581-3583 Non-payment of any interest on the Joan since Octo- 
ber 18733; payment of one dividend on the 6 per cent. loan subsequently to this date, 
3595-3598. 3602 Refusal of the Costa Rica Government to acknowledve certain 
persons authorised by the bondholders to receive the revenues hypothecated to the loan 
of 1872 ; 3509-3601. 

Suggestion that the Committee may obtain useful information from Mr. Pearce, the 
gentleman sent by witness’ firm to Costa Rica, 3603. 


[Second Examination. ]|—Statement submitted, showing a total of 1,822,950 2. 138. 8d. 
as the gross proceeds of the loan of 1872; 3604, 3605 Statement showing the dis- 
posal of the proceeds of the loan under various heads, 3606-3610 Explanation as to 
the sum retained for dividends due 1st April and 1st October 1873, having relation to a 
total of only 1,165,000 7. in the hands of the public, about one-half the amount issued 
having been bought back by the Government bankers, 3610-3623 Conveyance of 
President Guardia’s message to Congress to witness through Senor Montufar, 3625- 
3627. 

[Third Examination, ]—Explanation that witness’ firm knew that Messrs. Cohen were 
making arrangements with Messrs. Erlanger at the time that the firm stipulated that 
the total expense to the Government was to be 7 per cent.; there were in fact three 
contracts altogether, 3649-3656 Doubt at what precise date the re-purchases by 
Messrs. Erianger commenced ; witness knew, howcver, that there werc some re-purchases 
before allotment, though he was not cognisant of the amount, 3657, 3658. 3597-3700. 
3703, 3704 Discovery by the firm, 11 making their own purchases, that they were 
only buying back bonds which had been re-purchased by Messrs. Erlanger; discon- 
tinuance thereupon of any further purchases by the firm, 3659-3663. 3705-3716. 


Nature of the steps taken and of the inquiries made by witness’ firm in order to test 
the accuracy of Senor Alvarado’s statements and figures, before issuing the loan; belief 
that the figures are very nearly correct, if not quite so, 3664-3677 Steps being taken 
by the committee of Costa Rica bondholders, aided by witness’ firm, towards receiving 
the revenues hypothecated under the loan, 3678-3680 Excellent quality and increas- 
ing price of Costa Rica coffee, whilst the cultivation also is on the increase, 3681, 
3682. 

Calculation that about 80,0002 would go to Messrs. Erlanger & Co. and the other 
agents, in the shape of commission, 3683-3693 Dissatisfaction of witness’ firm on 
hearing that by secret agreement between Messrs. Erlanger & Senor Alvarado, the former 
were to receive an additional commission of 4 per ceut., 3694-3696 Opinion obtained 
from Messrs. Hichens, Harrison & Co., that a total commission of 7 per cent. was not 
excessive, 3696 Explanation that witness’ firm, though aware that theré was some 
buying back before the allotment, were not cognisant of the amount, 3697-3700. 3703, 

. 37094: 

Opinion that the non-payment of principal and interest is due to the bad faith of the 
Government, and that they could payif they would,3701, 3702 Exception further taken 
to the very large re-purchases of the loan, 3705-3707 Gradual fall in the price not- 
withstanding the re-purchases, 3708-3714 Bond fide character of the purchases by 
witness’ frm, which were all made after allotment, 3715-3718. 


[Fourth Examination. ]—Date of default of payment on the first and second Costa 
Rica loans further adverted to; witness will supply specific information on this point, 
4026-4030. 

[Fifth Examination.]—Explanation that the first default on the loan of 1871 was on 
the ist November 1874, and on the loan of 1872 on the ist April 1874 ; 4419-4422. 


Fraud. Impression that fraud has not been suspected by the Stock Exchange Committee in 
the case of any foreign loan ; refusal of a settlement in the event of fraud, De Zoete 292, 
293. 319-321. 335 Absence of any instance of misrepresentation on the part of 

' foreign States, or of contractors for foreign loans 5 that is, so far as the documents laid 
367. Sy 3 before 
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Fraud—continued. 
before the Stock Exchange Committee are concerned, De Zoete 468-474. 540 
Limited extent to which the committee enters into the question of fraud before. 
granting a settling day, Scott 381, 382. 
Rule of the Stock Exchange Committee against fraudulent bargains in the first instance, 

but not against subsequent bargains in bad securities fraudulently issued, De Zoete 5493- 
5495. 5497, 5498 Opinion that a person issuing a false prospectus should be liable 
in law to the present holders of the securities, Cazenove 5580-5583—— Suggestion 
whether the holder of a fraudulent bond purchased in the market should not have a legal 
remedy against the contractor for the loan, Medley 5995, 5996. 


See also Legal Proceedings. hehe 


French Loans. Statement to the effect that the French Government always provide in its 
loan contracts for making a market, Baron Erlanger 3575-3985——Belief that there 
have been syndicates in nearly every French loan, Grant -5011, 5012 Formal 
character of. the authorisation required in France before the issue of the prospectus of a 
loan, Cohen 5174-5176. 

Probability that the French loan partly brought out in England would have been 
equally successful if there had been no dealings before allotment, De Zoete 5519-5624 
Grounds for the conclusion that the great success of the last French loan was 

largely cwing to the dealings before allotment, Cazenove 5527. 5567-5569. 


Freshfield, Edwin. (Analysis of his Evidence. )}—Submits a letter from Mr. H. L. Bischoff- 
sheiny; also a medical certificate, 2884-2887. 


G. 


Garcia, President ( Costa Rica). See Costa Rica Loans, II. 2. 14. 


Gossip, George Hatfield. (Analysis of his Evidence.)—Was in the employment of Mr. 
Lefevre, as clerk, from November 1864 to February 1871 ; 2593-2505 —— Embarrassed 
position of Mr. Lefevre in 1864 and previously to the Honduras Loan of 1867; financial 
agency business in which he was then engaged, 2506-2513. 2575 Circumstances 
under which the loan of 1867 passed into the hands of Mr. Lefevre and Don Carlos 
Gutierrez ; opposition by the former to Mr. Herran, the Honduras minister in Paris, 
having anything to do with the loan, 2514-2522-——Large profit made by Mr. Lefevre 
out of the loan, be having received whatever he placed the bonds at in excess of 
681. 12s. per bond, 2523-2527. 2628-2634. 

Statement as to Mr, Lefevre having sent 4,000/. worth of jewellery to Madame 
Gutierrez, as a present, in order to obtain influence through her with her husband; this 
was previous to the issue of the 1870 loan, 252%-2545. 2721, 2722. 2745, 2746—— 
Cognisance of Mr. Evans as to-the present to Madame Gutierrez, 2531. 2534 State- 
ment also as to Mr. Lefevre having sent by witness, at Christmas 1869, a cheque of 

‘3,000 J. to.Mr. Sharp, solicitor, of Old Broad-street ; grounds for the conclusion that 
this was a present, 2546-2555. 2616-2627. 2650-2659——Statement also as to 10,0907, 
having been sent to President Medina in Honduras; that is, less 2,0002., which Mr. 
Lefevre pocketed for discounting bills to the amount of 10,0001, 2556-2561. 2592—- 
2598. 

Belief as to Mr. Lefevre having been connected with the issue of the Honduras French 
Loan of 1869 ; 2563-2567 Part taken by witness, as Mr. Lefevre’s clerk, in receiving 
cheques paid on the allotment of the 1870 loan, 2568-2572 Lavish expenditure of 
Mr. Lefevre out of the profits made out of the loan of 18703 2573-2575 Employ- 
ment of Mr. Evans to buy and sell the bonds in the market; frequent daily visits of Mr. 
Evans to Mr. Bischoftsheim, 2578, 2579- 

Discontinuance of witness’ engagement with Mr. Lefevre in February 1871; ‘subse- 
quent employment by Don Carlos Gutierrez fur nearly a year, 2580-2585 Salary of 
60 7. a month paid by Mr. Lefevre to Mr. Evans, 2586-2588 Belief as to Mr. Morris, 
a broker, having received a salary of 507. a month from Mr. Lefevre, 2590. 2639-2645 

Cessation, through illness, of witness’ engagement with Don Carlos Gutierrez, 2599- 

2604. ‘ | 
Recent interview of witness with the Honduras minister in Paris by whom he 

has been deputed to lay a certain document before the Committee, 2604-2607. 2744 

——Unfair treatment of witness by Mr. Lefevre, so that he left his service, after a 

quarrel between them; subsequent employment of a solicitor by witness in order to 

recover some pay due to him by Mr. Lefevre, 2608, 2609. 2635. 2660-2678—— State- 

ment as to Mr. Evans having supervised Mr. Lefevre’s books, 2610-2615. 


Circumstances _ 
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Gossip, George Hatfield. (Analysis of his Evidence)—continued. 


Circumstances under which’ witness applied to Mr. Bischoffsheim for employment, 
but without success; he did not solicit any money or loan from Mr. Bischoffsheim, 2646- 
2649. 2732-2743 Explanation relative to certain letters of application from witness 
to Don Carlos Gutierrez or his wife; the last letter solicited a loan, but nothing was 
said in it about witness giving evidence, before the present Committee, 2679-2720—— 
Appeal made by witness to Mr. Lefevre subsequently to the recovery of his pay ; he has 
made no application to him for about a year, 2723-2731. 


[Second Examination.] Explanation that the date at which wimess took the 3,000 /. 
cheque to Mr. Sharp was probably the Christmas of 1867 or 1868 ; 2866. 


Grant, Albert. (Analysis of his Evidence. )— Represents the frm of Grant Brothers & Co., 
bankers; was interested in the Paraguay Loans of 1871 and 1872; 4938-4 940——Syndi- 
cate formed by Messrs. Waring, Mr. Laing, and witness’ firm in regard to the loan of 
1871; arrangement as to the latter receiving 5,000 1. out of the profits, and 25 per cent. 
of the balance, 4941-4947 ——Introduction of the business to witness by Messrs. Waring, 
it being arranged to bring out the loan, through Messrs. Robinson and Fleming, at 80, 
the price to be paid to the Government being 64; 4948-4957. 


Purchase by witness’ firm of about 300,000 J. of the loan of 1871 before allotment, 
the primary object and effect of this operation bemg to prevent thé loan going toa 
discount, and to ensure its being placed, 4958-4974 Considerable expense and loss 
to the syndicate if the loan had come out at a discount and had not been applied for, 4966 
———Exeeption taken to the view that buying back the loan in the market necessarily 
raised it to a premium, the price being really made by the dealers on the Stock Exchange, 
4967, 4968. 

Impression that witness’ firm sold rather than bought the loan in the interval after it 
was certified to the Stock Exchange Committee that ‘the whole loan had been fully 
subscribed until the settling day, 4975-4980 Continued sales by the syndicate till 
April 1872, ‘by which period the stock had reached a high premium, 4981-4983. 


Belief that witness’ gross profits from the loan were about 30,000 /. including the 5,000 0. 
first charged upon the profits; this latter was simply a part of the bargain under which 
he joined in the venture, 4984-5004 Explanation that considerable expenses were 
defrayed by the syndicate out of the 16 per cent. margin between the contract price of 
64, and the issue price of 80; 4996-5000. 

Similar operations initiated by the syndicate (including witness), in the case of the 
Paraguay Loan of 1872 as of 1871; collapse of this loan owing to the discredit of South 
American loans generally at this period, so that the syndicate resulted in a loss, 5006— 
5009. 

Statement that the system of syndicates has been more or less in operaticn in this 
country since the first introduction of foreign loans, 5010 Belief that there have been 
syndicates in nearly every French loan, 5011, 5012——Impression that there have been 
syndicates in the case also of some Russian loans, 5013-——Primary object of a syndi- 
cate to divide among several firms the risks or operations which are too large for one 
firm to undertake 5014. 5074 The public are not expressly informed of the fact that 
a syndicate is formed, 5015. 

Doubt as to overtures relative to the Paraguay Loan having originated in this country 
instead of on the part of Paraguay, 5010-5018 Conclusion that the prospectus of the 
Paraguay loan afforded ample means to enable the public to judge as to the security for 
the loan, although investors did not know that the Government received only 64 per 
cent. of the nominal amount, 5019-5026 ——Confidence of witness in the prospectus, or 
he would not have touched the loan, 5027. . 


Exclusion of the issue of foreign loans from the English market if it were enacted that 
all transactions of syndicates must be made public, 5028-5032- Argument that the 
general public would still subscribe for a foreign loan at 80, and would be guided by the 
general circumstances of the case, even though aware that a syndicate had obtained the 
issue at 60; 5031-5043. 5059-5055 Examination in support of the conclusion that 
the contractors for the Paraguay Loan of 1872, were perfectly justified in certifying that 
the whole of the loan was unconditionally allotted, although three-fourths had been 
bought back by the syndicate, 5044-5053. 

Doubt as to its much concerning the public to know who are the intermediaries of a 
loan, or the members of a syndicate, 5066, 5067 Considerations adverse to making 
public all agreements between borrowing States and contractors, or between the latter and 
syndicates ; objection thereto on the part of the borrowing country, 5068-5073. 5077- 
5082——Explanation that all combinations for. securing the successful issue of loans, as 
in the case of Paraguay, are not strictly syndicates, 5074-5076. 

Absence of necessity for syndicates in the case of first-class loans, where the placing 
of a certain amount is not guaranteed by the contractor, 5076——-Constant resort to 
combination when a contractor undertakes the risk of placing a certain amount of the 

367. 3Y4 loan, 
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Grant, Albert. (Analysis of his Evidence)—continued, 
loan, 5076 —— Doubt as to the expediency of requiring a statutory declaration that the 
statements in the prospectus are correct; witness, however, attaching gieat importance to 
the most careful and exact information being supplied through the prospectus, 5083-5086. 


Greene, Benjamin Buck. (Analysis of his Evidence.) —Correction of a certain statement 
by Mr. Waring, as reported in the “ Daily Telegraph,” relative to his having consulted 
witness about Paraguay; explanation by Mr. Waring that the report in question is not 
accurate, 4934-4936 Very little knowledge of Paraguay possessed by witness; he 
has never given any information as to the financial condition of the country, 4934-4937- 


Gutierrez, Don Carlos. See Costa Rica Loans. FHlonduras Loans. 


Hi. 


Hart, James. (Analysis of bis Evidence.)—Explanation of the circumstances under which 
witness’ firm (J. Hart & Co.) discharged certain liabilities of the Honduras Government 
in 1861,.and also advanced some money to the Honduras Minister, and shipped muni- 
tions of war to Honduras, the total sum amounting to about 4,o000/., 706-723 
Security taken by witness’ firm in the shape of a deed (carefully drawn) whereby all the 
revenues of Honduras were hypothecated to the firm in discharge of the debt, 720-733. 


Letter from the President of Honduras to witness’ firm, dated 24th August 1864, 
regrefting that he could not liquidate the foregoing debt, but promising a remittance on 
account, 734-738 Communication from the firm to the Foreign Office, dated oth 
May 1866, complaining that Honduras revenues were being offered as security for a 
public loan in this country, whereas they were already pledged to the firm, 739-741 —— 
Letters from the Foreign Office, dated 10th May and 2nd November 1866, showing the 
action taken by the British Government for protecting the claims of the firm, 742-744. 


Priority of the security given to witness’ firm to that given (if any) for the Honduras 
portion of the old Federal Loan, 745-748 Failure of the attempt of the Honduras 
Minister in 1865 to settle with the old bondholders; arrangement made, however, in 
1867; 749-752 Collateral security to the nominal amount of 15,000 1, given to the 
firm in 18673 752-757. 765 Prospectus issued in 1867 for a Honduras railway loan 
for 2,400,000 /. nominal ; a loan for 1,000,000 J. having subsequently come out, 758-763. 

Formal engagement given by Mr. Lefevre (for the Honduras Government), in 1867, 
relative to the payment of witness’ debt out of the proceeds of the first public loan 
issued in England; non-payment, however, till July 1872, and then only after repeated 
applications and legal pressure, 765-780 Belief as to Mr. Lefevre having acted with 
the Honduras Minister in his negotiations for raising loans in England, 781-783. 


Statement on the subject of a certain bill of lading sent to witness’ firm for a cargo 
of Honduras mahogany to be sold in England on behalf of the bondholders, 734-797. 


[Second Examination. ]—Sundry details in connection with the bill of lading before 
referred to; bills of exchange for 2,000/, were also received by witness’ firm on Don 
Carlos Gutierrez, but were refused acceptance by him, though they were subsequently 
paid on maturity by Bischoffsheim and Goldschmidt, 969-979. 1013, 1014. 

Examination with further reference to the debt of about 4,000/. due to witness’ 
firm from the Honduras Government, the collateral security received for the debt, and 

‘its ultimate repayment; receipt of interest or dividends on such security, as well as of 
accumulated interest on the debt, g80-1012. 1015-1020. 


Hartmont, Edward Herzberg. (Analysis of his Evidence.) — Was appoimted Consul 
General in England for the Republic of Santo Domingo in 1869, and was authorised to 
bring out the loan of that year, 3126-3127 Issue of a prospectus of the loan hy 
Messrs. Peter Lawson & Son; high standing and great respectability of this firm, 3129- 
3135 This prospectus read; applications invited therem for a 6 per cent. loan of 
757,700 l. at 70 L. per 100 /. bond, to be redeemed at par within twenty-five years, 3136- 
3139 Securities offered for the repayment of the loan, the avowed object being the 
construction of roads and railways, 3138. 

Communication from Messrs. Mullens, Marshall & Co., brokers for the loan, to the 
Committee of the Stock Exchange, in October 1869, applying for an official quotation of 
the Joan; sundry documents accompanying this application, 3140-3142 Letter from 
Messrs. Peter Lawson & Son, dated 19th January 1870, stating that the total of the 
loan had been disposed of, and applying for an extension of the quotation to the entire 


amount, 3142. 

Investigations in San Domingo by Mr. Henry Graham Lawson and witness early in 
1869, accompanied by an engineer and a chemist; examination made as to the forests, 
mines, and guano deposits, 3143-3154—— Contract of witness with the San Domingo 
Government for the loan; powers given to him to arrange the details, 3165, 3166 


Decree of the Dominican Senate, dated 29th April 1869, authorising the executive power 
to 


’ 
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to contract a loan to the amount of 2,100,000 dollars, or 420,000 1. ; security for repay- 
ment of principal and interest, 3158-3161. 


Agreement between the Government of San Domingo and witness, dated 1st May 
1869, prescribing conditions and terms as to the issue of the bonds, the payment of 
principal and interest, and the guarantees or securities to be given, 3162-3169 
Further ayreement between the Government and witness, dated 1st May 1869, showing 


that he handed over drafts at sixty days’ sight for 50,000 J. being the first payment stipu~ 
lated for on account of the loan, 3169-3173. 


Document, dated 8th May 1869, issued by the President of San Domingo, authcrising 
witnéss to raise the loan in London, and reciting the special guarantees for the payment 
of interest and principal, 3174, 3175 Additional treaty, dated ist May 1869, whereby 
witness was to receive 100,000 7. as compensation for outlays, risks, and commission; 
explanation that this was to cover the cost of opening up the mines and forests of 
Samana, 3175-3179. 

Letter from witness to Messrs. Peter Lawson & Son, dated 24th July 1869, authorising 
them to issue a loan of 757,700 /., nominal, 3180-3184——-Arrangement made with Mr. 
J.T. Mackenzie, whereby he was to take the whole loan firm ;. preparation of the pro- 
spectus by Mr. Mackenzie, although he eventually withdrew from the arrangement the 
day before the issue of the prospectus, 3186-3196~——Total issue of not more than 
178,000 /. nominal of the loan up to 22nd October 1869, of which amount 91,000 J. 
nominal went to Peter Lawson & Son for 50,000 l. advanced by them, 3197-3203 


Failure of attempts made between October 1869 and January 1870 to issue the remainder 
of the loan, 3204-3206. 


Eventual disposal, conditionally, of the balance of the loan to Messrs. Bischoffsheim 
and Guldschmidt'and Messrs. J. 5. Morgan & Co.; this was done through Messrs. 
Cazenove in January 18703; 3207-3219. 


Eventual disposal of all the bounds to the public, representing a total cash receipt of 
372,009 1. 15s. 1d., for which the indebtedness of Costa Rica is 757,700; several 
sources of disposal, 3274-3280 —— Receipt of only 50,000 7. in cash by the San Domingo 
Government in San Domingo, the remainder having been, ina large measure, disposed 
of through witness, 3281-3283. 3298, 3299-——Information relative to the several items, 
making up,a total charge of 34,017 J. by witness for ‘divers expenses,” 3284-3297. 

Statement that witness was only accountable to the Government for 420,000 J, less 
100,000 2.,, and that besides the 50,0007. paid over to Government, a further sum \of 
58,900 U. was ‘retained and paid for the first year’s interest and sinking fund, 3301- 
3912--—-Circumstances under which wituess tendered the bilance of the loan, or about 
211,000 1., to President Baezin San Domingo, in February 1870; reasons assigned for 
the non-acceptance of the money, 3307. 3313-3322- 3463-3473 Sundry payments by 
witness for dividends, &c., out of the balance jeft in his hands, so that the amount was 
reduced to 93,750 /. 5. 3322-3337« 

Evidence in detail explanatory of witness’ claims in respect of the Samana concession, 
which was abrogated by Govermment; he assesses the value of these claims at 75,000 
dollars per annum since 1869, and, failing a settlement thercot, declines to give up any 
of the unexpended balance of the loan, 3325 et seq. 


Statement as to witness having offered in September 1872, to pay over, on certain con- 
ditions, the balance then in his hands to Colonel Mendez, or to the Council of Foreign 
Bondholders, 3334. 3348. 3431-3439. 3474-3482. 3485-3488——Total of six dividends 
paid, 3337 Denial that witness was aware, until he was so informed by Colonel 
Mendez in 1872, that a decree had been passed in July 1870, declaring the contracts 
with witness’ firm to be null and void, 3338-3341. 3371-33380. 


Paper submitted, and explanations thereon, showing how witness’ account with he 
Government now stands, 3342-3346 Statement as to witness not having paid the 
balance in his hands to the bondholders, inasmuch as it would invalidate their claims - 
against the Government, 3348. 3395-3397. 3485-3488 Document produced: (and 
translation thereof), being the original concession of Samana to witness, 3349-3356 
Comment upon the transfer of Samana to the United States, and subsequently to the 
Samana Bay Company, witness having been forcibly precluded from taking possession, 
3356-3358. 3413-3418-—— Investment of the balance of 93,7501. in witness’ business ; 
willingness on his part to hand it over to the bondholders on certain conditions, 3359- 
3361. 3468-3488. 3 

Examination relative to a document issued by Colonel Mendez, as chargé d’affaires ot 
San Domingo, in September 1872, stating that the contracts entered into with witness 
had been declared in July 1870 to be null.and void, he having exceeded his powers, 
3362-3380 Denial by Government that witness was authorised to contract a loan of 
more than 420,000 J. ; 3366-——Admission as to the Government having received only 
50,000 J. directly in cash, 3366-3368-—— Explanation of the circumstances under which 

367. 3 Z 50,000 
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50,000 piastres were returned by the Government to witness in 1870:;:3369- 3377- 
3379+ 

Reference:to certain official letters to witness in August and September: 1869, as show- 
ing that at this period the Government were urging the prompt emission of the loan, 
2380-3385 Further explanation that the nomina! amount of the bonds, was left to 
witness so long as the Government got 420,000 1.; 3386, 3827: 3410 9411 State- 
ment that the customs duties are undoubtedly pledged in payment of the interest on the 
loan, and that these amount to at least 500,000 dollars: a year, 3388-3391——Non- 
payment, of any interest. out of the customs «uties, 3392-3394. 


Circumstance of witness having paid nothing for the concession of Samana, though he 
submits that he rendered great services for it, 33y8-3405- 3413; 3414 Denial that the 
money kept back by witness belonged to the bondholders, or formed part of their 
security, 3406,.3407 Payment of the 50,000. to Government before the:issue, of the 
loan, 3408, 3409 Verbal authority from President Baez in San Domingo in; 1870, 
under which witness paid. the interest’ on the loan in 1871 and 18723; 3419-3423. 3466, 
3467. 

Royalty paid by Messrs. Lawson & Son for each ton of guanorexported from Alto 
Velo, this concession having, however, been originally: made to witness irrespectively of 
the loan, 3424-3430-—— Refusal of witness to pay over the balanee:in his hands until 
Government squares accounts with him, 3431-3435 Further statement as to the-Go- 
vernment having agreed to provide 58,9001. for 25 years, for which witness contracted to 
find 420,000 /.; he would have retained anything produced. by the: loan in: excess of this 
amount, 3440-3448. ; 

Large annual per-centage cliarge upon the Government in proportion to the:net pro- 
‘duce of the loan, 3449-3454 Explanation that the sum. of 370,000... represented all 
the bonds issued, 3455-3462 Non-acceptance by the Government/of! the balance in 
witness’ hands when he was in San Domingo in, February 18703 3463-3455 State- 
ment, to the effect that witness would have waived his claims in respect of the Samana 
concession if the American company in possession had made an agreement: favourable 
to the bondholders, 3489-3445. 


Haslewood, Edward. (Analysis of his Evidence.)—Small value represented’ by the Hon- 
duras bonds handed over to witness and his co-trustees by the previous trustees, 
6541- ——Receipt of a cash balance of 103,852. from the previous trustees, about 
70,000 2. of which went for interest on the French Loon of 186g; 6542-6551——Several 
ways in which the rest of this balance was disposed of; explanatiom hereon that-all the 
accounts and papers were handed over to the Honduras Commissioner, Dr. Bernhard, 
and that witness only speaks. from memory on the subject, 6552-6572-—— Payment: of 
2,000 1. a year to witness and-each of his co-trustees;: the post involved much labour 
and anxiety, 6560-6566. 6592-6594. 

Witness had nothing to do with the question of Mr. Lefevre taking interest’on the 
unissued bonds of the 1870 loan, 6573-6577—— He was aware that extra drawings had 
taken place, the money for the purpose having probably: come out the loan, 6576-6582 

Information as to the nominal value of bonds received by witnessandihis:co-trustees, 

and the amount handed over to the Honduras Commissioner, 6583-6591. 

Evidence to the effect that in the shape of sulphate of copper, as. well as) of timber, 

Honduras has ample resources to: meet the service of the loans, the only difficulty being 

the want of means: for the completion of the railway, 6495-6630. 


Herran Victor. (Analysis of his Evidence.)—Is Minister Plenipotentiary and Envoy 
Extraordinary in France for Honduras, 5266 Ts desirous of confirming~ om oath: his 
leiter of 7th April to the Chainman of the Committee; positively denies that directly or 
indirectly he ever:asked for a sum of 40,000 1.,orany other sum in connection; with: the 
loan proposed to,be issued in Paris through Captain Bedford Pin,.6267-5270. 


Statement that Captain Pim was never appointed Special Commissioner: by the: Hon- 
duras Government; examination hereon relative to his appointment in that capacity’ by 
Senor Gutierrez, 5271, 5272. 5340-5352 Evidence to the effect that Captain Pim 
was arrested in Paris because his: papers were not in order, and that witness. did’ not 
cause his imprisonment, but on the contrary, took active steps: to procure his: release; 
reference hereon to a letter from Captain Pim, asking for witness’ interference with: the 
French authorities, 5273-5275. 5360, 6361- 5364-5376. 

Management by witness of the Honduras French Loan of 1869, which’ realised about 
12,400,000 frances; details relative to the appropriation of ‘this’ amount, 5276 et seq. 
Explanation that after July 1870, witness had nothing furtherto do with: the*service of 
this loan; information as to the amount'paid as interest, witness believing’ that neither 
a sum of 70,000., nor any other sum was received’ from England 'for'the purpose; 5277— 
5283. 5318-5327: 5333-5239- 5358) 6359—— Remission by witness of about 28,000,000 

francs in obligations to the London trustees, and 3,750,000 francs in cash to Messrs, Bis- 
choffsheim 
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Herran, Victor. (Analysis of his Evidence)—continued. 


choffsheim & Co. ; payments also made to Messrs Waring on‘account of the railway 
5278. 5289-5300. 5314-53! 7+:6328-5332- 53537 5355- 

Payment by witness (out of the loanicf 1869) of 3,000,000 francs for nickel coinage 
to be sent’ to Honduras, 5301-5305—— Payment of 2,300,000 francs to Messrs. Dreyfus, 
Scheyer & Co. as indemnification money, 5306-5313—— Denial that witness ever received 
any money or‘derived any advantage in respect uf the Joan, 5356, 5357 Approval 
of witness’ conduct, and repudiation of that of Captain Pim ‘by the Honduras Govern- 
ment, 5362, 5363. 


Hodges, Thomas. (Analysis of his Evidence.)—Purchase by witness of 1,5007. of the 
Honduras Loan of 1870, he ‘having been misled by ‘the plausibility of the prospectus, 
1431-1434. 1452-1455 Inguiry addressed by him to the Hondugas Legation, upon 
the occasion.of the heavy fall in. the bonds in 1872; satisfactory assurance received in 
reply, 1435-1439 ——Statement as to Captain Bedford Pim having on several occasions 
strongly advised witness not to part with his bonds ; this was at the office of the Legation, 
1439-1452. 

HONDURAS LOANS: 

I. Liabilities of Honduras previously to the Loan of 1867 : 


1. Federal Debt in arrear since 1825. 
2. Debt due to Messrs. Hart & Co. 
3. Summary of Liabilities in 1867, showing a total of 120,451 J. 


II. Loan of 1867: 


. Authority from the Honduras Government. 

. Contract with Messrs. Bischoffsheim & Guldschmidt as to the 
issue of the Loan. 

. Terms and conditions of the Loan; Prospectus and other Docu- 
ments in explanation. 

‘4. Action of the London and County Bank in the matter. 

5. Summary of Receipts and Payments by the Bank, with explana- 

tions thereon. 

6. Appointment, Functions, and Remuneration of the Trustees of 

the Loan. 

Receipts and Payments by the Trustees. 

. Arrangements with Mr. Lefevre as to the Disposal of Bonds; 
Operations by him, or on his behalf, on the Stock Exchange 
for maintaining the Price; large Profits realised. 

9. Question as to re-purchases by Messrs. Bischoffsheim & Gold- 
schmidt, 

10. Convention of 15th October 1869. 

11. Interest Account ‘opened wilh Messrs. Bischoffsheim and 

Waring. 

12. Fluctuations in the Price: of the Bonds. 

18. Official Statement on the part of the.Honduras Legation. 

14. Summary by the Committee. 


III. Zoan of 1869 issued.at Paris. 
IV.. Loan of 1870: 

1. Authority from the Honduras Government. 

2. Agreements: with Messrs.. Bischoffsheim & Goldschmidt,. 
Mr. Lefevre, and others, relative to the Issue of the Loan, and: 
the Application of the Proceeds. 

3. Terms and Conditions of the Loan; Prospectus and other Docu-- 
ments in Explanation. 

4. Receipt of Applications by the London and County Bank. 

5. Summary of Receipts and Payments by the Bank. 

6. Appointment, Functions, and Remuneration of the Trustees of © 
the Loan. 

7. Receipts and Payments by the Trustees under various. 
Heads. 

8, Result of the Investigations by Mr. Waterhouse as‘to the Receipts- 
and. Payments generally. 

9, Arrangements with Mr. Lefevre as to the disposal of Bonds 5 
Operations by him, or on his behalf, for maintaining the Price ; 
Large Profits realised under different Heads. 

10. Resuit of Mr. ‘Waterhouse’s Investigations under different 
Heads relative to the enormous Amounts realised by 
Mr. Lefevre from the Sale of Bonds, and from Interest, 
Commission, &e. 
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HonDURAS LOANS—continued. 
IV. Loan of 1870—continued. 


11. Drawings and Extra Drawings. 

12. Complaint on the part of Irdividual Purchasers of Bonds, more 
especially as regards subsequent Correspondence with the 
Honduras Legislation. 

138. Fluctuations in the Market Value of the Bonds. 

14, Official Explanations on the part of the Honduras Lega- 
tion. 

15. Summary by the Committee, and Conclusions arrived at. 


V. Proposed Ship Railway Loan in May 1872. 


VI. Proposed French Loan in December 1872; previous Appointment of 
Captain Bedford Pim as Special Commissioner of Honduras : 


1, Circumstances attending the Appointment of Captain Pim ; 
his functions as Special Commissioner. 
2. Functions of the Trustees of the proposed Loan; Balance 
transferred to, and expended by them. 
. Remuneration of Captain Pim exclusively by Salary. 
. Expectations held out to the Bondholders in connection with 
the proposed Loan, 
5. Prospectus of the Loan. 
“ 6. Interference of the French Police. 
7. Conflicting Statements by Captain Pim and M. Herran 
relative to the cause of Failure of the Loan. | 
8. Interest taken in the Loan by. Mr. Bischoffsheim and 
Mr. Lefevre. 
9. Inadequacy of the Loan as regards the Requirements of the 
Railway. 
10. Official Statement on the part of the Honduras Legation. 
11. Summary by the Committee. 


VIL. Railway: 


1. Surveys, Estimates, and Contracts. 

2. Progress made with the Works. 

3. Character of the Country, and Prospects of the Line, if com- 
pleted. 

4, Payments on account of the Railway; great default on this 
score. 

5. Explanations on the part of the Honduras Legation. 

. Official Suggestions as to the Provision of Means for the Com- 

pletion of the Line, 
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VIII. Shipments of Mahogany and Fustic, and Receipts therefrom, 
IX. Conflicting Statements as to the Resources of Honduras. 


X. Correspondence in July 1872 between the Council of Foreign Bond- 
holders and the Honduras Minister. 


XI. Sanguine Views held and expressed by Captain. Bedford Pim as to the 
Prospects of the Bondholders. 


XII. Representations on the part of the Bondholders’ Protection Com- 
mittee. 


XIII. Meeting of Bondholders, and Report. by Committee of Investiga- 


tion. 
XIV. Projected Formation of .the Inter-oceanic Railway Company; failure 
thereof. 
XV. Rise and Fall in the Price of the Bonds of the different ‘beveuis 
XVI. Difficulty experienced by the Committee in obtaining Information. 
XVII. Historical Account supplied by the Honduras Legation. 
XVIII. Obstacles raised by Don Carlos Gutierrez as to Attendance before 
the Committee, and as to the Supply of Documentary Evidence. 
KIX. Antecedents and Personal Character of Don Carlos Gutierrez. 


XX. Conclusions of the Committee in strong disapproval of the Conduct 
of the Honduras Minister in reference to the different Loans. 
XXI. Non-attendance of Mr. H. L. Bischoffsheim as a Witness. 
XXII. Obstacles to the Attendance of Mr. Lefevre; impracticable offer made 
by him on the Subject. 
XXIII. Antecedents 
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HoNDURAS LOANS—continued. 
XXIII. Antecedents of Mr. Lefevre. 


XXIV. Alleged Bribes or Presents by Mr. Lefevre in Connection with the 
different Loans. 

XXV. Relations between one of the Informants of the Committee and the 
Principals implicated by his Evidence. 


XXVI. Absence of Remittances from Honduras for the Service of the 


Loans. 


“vA 


XXVIII. Total Indebtedness of Honduras in respect of Principal and 


Interest. 


I. Liabilities of Honduras previously to the Loan of 1867: 
1. Federal Debt in arrear since 1825: 


Failure of the attempt made by the Honduras Minister in 1865 to settle with the old 
bondholders ; arrangement made, however, in 1867, Hart 749-752. 


Explanation that the Federal debt due to the Spanish American bondholders was 
divided among the five Central. American States, and_that the share of Honduras, with 
accumulated interest, amounted in 1867 to 92,500/., Kirkwood 1042-1047. 1055-—~At 
a public meeting of the dondholders in July 1867, it was resolved to accept § per cent. 
bonds to the amount of 55,000 7. as a compromise for the total of 92,5007. this compro- 
mise having been agreed to by Don Carlos Gutierrez and another gentleman on behalf 


of Honduras, 2b. 1048-1070 The interest was paid on these bonds from 1867 to 1872, 
2b. 1068-1077. 


Statement by the Secretary of the Honduras Legation containing explanations in de- 
tail relative to the arrangement of the Federal debt of Central America, more especially 
as regards Honduras, App. 60-63. 

Reference by the Committee to the total liability in 1867 for principal and interest of 
the Federal debt; aggregate of 90,0751, Rep. iii. Circumstances ander which the 
Federal debt was compromised ; that is, for a payment in bonds of 65,000 /., 28. iv, Vv. 
Necessity of arranging the Federal debt before inviting loans for the construction of 
the railway, 7b. 

2. Debt due to Messrs. Hart & Co. : 


Explanation of the cireumstances under which witness’ firm (J. Hart & Co.) dis- 
charged certain liabilities of the Honduras Government in 1861, and also advanced some 
money to the Honduras Minister, and shipped munitions of war to Honduras, the total 
sum amounting to about 4,000/., Hart 706-723 Security taken by the firm in the 
shape of a deed (carefully drawn) whereby all the revenues of Honduras were hypothe- 
cated to the firm, in discharge of the debt, 7b. 720-733. 

Letter from the President of Honduras to witness’ firm, dated 24th August 1864, 
regretting that he could not liquidate the foregoing debt, but promising a remittance on 
account, Hart 734-738. 


Communication from the firm to the Foreizn Office, dated 9th May 1866, complain- 
ing that Honduras revenues were being offered as security for a public loan in this 
country, whereas they were already pledged to the firm, Hart 739-741 Letters from 
the Foreign Office, dated 10th May avd and November 1866, showing the action taken 
by the British Government for protecting the claims of the firm, 7. 742-744. 


Priority of the security given to witness’ firm to that given (if any) for the Honduras 
portion of the old Federal Joan, Hart 745-748—-—Collateral security to the nominal 
amount of 15,000 J. given to the firm in 1867, 7b. 752-757. 795. 


Formal engagement given by M. Lefevre (for the Honduras Government) in 1867 
relative io the payment of witness’ debt out of the proceeds of the first public loan issued 
in England ; non-payment, however, till July 1872, and then only after repeated applica- 
tions and Jegal pressure, Hart 765-780. 


Examination with further reference to the debt of about 4,000 1. due to witness’ firm 
from the Honduras Government, the collateral security received for the debt, and its 
ultimate repayment ; receipt of interest or dividends on such security as well as of accu- 
mulated interest cn the debt, Hart 980-1012. 1015-1020, 


3. Summary of Liabilities in 1867, showing a total of 120,451 .: 


» Liability of Honduras in 1867 to the amount of go,075 /. in respect of principal andaccumu- 
Jated interest of the loan negotiated in London by the Federal States of Central America in 
1825, Rep. iii. Further liability 10 the amount of 10,9002. in respect of the “ Car- 
michael Claiin,” which dated from 1852, id. iii, iv ——Liability also since 1852 in respect 
of the Chatfield Cruz Convention to theamount of 5,345 /., less 6691. paid previously 
to 1867, 2b Liability. to the British Government to the amount or 8,000 /., less 500 ip 
paid in 1861; that is, under the Mosquito convention, made in 1859, 20. iv. Liability 
to Judah Hart & Co., dating from 1861, to the amount of 7,300 1., a. 
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HonDURAS LOANS—continued. 
I. Liabilities of Honduras previously to the Loan of 1867—continued. 
3. Summary of Liabilities in 1867, showing a total of 120,451 /.—continued. 


Total net hability to the amount of 120,451 2. at the time of the introduction of the 
loan of 1867, Rep. iv. 


I. Zoan of 1867: 
1. Authority from the Honduras Government; 


Decree of the Honduras Senate in March 1863 authorising the contract of a loan by 
Government, App. 1 Deciee signed by the President of the Republic of Honduras, 
dated 26th May 1866, authorising M. Victor Herran, in Paris, and Don Carlos Gutierrez, 
in London, to sign conventions or contracts for the construction of a railway, and to issue 
and sign bonds for the purpose, 7b. 1, 2s 


2. Contract with Messrs. Bischoffsheim & Goldschmidt as to the issue 
of the Loan. 


Agreement or contract, dated 25th October 1867, between. M. Victor Herran and Don 
Carlos Gutierrez, of the one part, and Messrs. Bischoffsheim & Goldschmidt of the other 
part, and for the issue, through the latter, of a loan of 1,000,000 L., App. 2, 3. 


3. Terms and conditions of the Loan; prospectus and other documents 
iniexplanation : 


Witness submits the prospectus and other documents, as furnished to the Stock 
Exchange Committee, in reference to the Honduras Loan of 1867 fur 1,000,000 U. 
nominal, at 80 per cent., De Zoete 141-172. 

Condition of the loan that 5 per cent. was to be paid on application and 10 per cent. 
on allotment, applications having been received from the 11th to the 15th November, 
M‘Kewan 808-811 Witness produces one of the drawn bonds of the 1867 loan, 
tb, 849, 850. 

Copy of the prospectus of the loan of 1867 for 1,000,000 J. (nominal) at 10 per cent. 
interest, App. 6-8. 

Letter from Messrs. P. Cazenove & Co., dated 11th December 1867, applying for an 
official quotation for the loan, App. 8——- Certificate by Messrs. Bischoffsheim & Gold- 
schmidt, dated 5th December 1867, that 501,100 . had been allotted in England, id. 


4. Action of the London and County Bank in the matter: 


Explanation of the terms upon which the London and County Bank undertook to-act 
as bankers for the Honduras Loan of 1867; the commission and brokerage to be paid to 
the bank were of the usual amount.in such cases, M‘Kewan 799-807 Action of the 
bank in the first instance upon application from Messrs. Bischoffsheim, rather than from 
Mr. Lefevre; reference hereon to the position of the latter as financial agent, id, 
958-965——Non-inquiry by the bank into the question of security for the loan, 7. 
967, 968. : 


Further statement as to the London and County Bank mot having made any inquiry 
into the financial resources of Honduras before acting as bankers, M‘Kewan 1030, 1031 
Doubt as to any inquiries having been received by the bank from the public as to 
the security for the loans of 1867 and 1870, ib. 1032-1038 Strict prohibition as to any 
recommendation of the loans by the branch banks, 2. 1039. 

Witness repeats that the bank never recommended the loans to any of its clients, 
M‘Kewan 1391-1393 Neither for the first nor second loan did the bank act as 
agents, but merely as bankers on the usual terms, id. 1394-1399. 


5. Summary of Receipts and Payments by the Bank, with Explanations 
thereon : 

Total of 74,782 7. paid into the bank on application and allotment up to 4th December 
1867, representing an allotment of 501,100. out of 818,000 J, applied for; doubt why 
the balance was not allotted, M‘Kewan 812. 819-821 ‘Witness submits a list of the 
applications, 7b. 814-818—— Belief that the allotment was made by Mr. Bischoffsheim, 
tb. 822, 823 Authority under which the amount received on application and allotment 
was paid over. to Messrs, Bischoffsheim & Goldschmidt, i. 824-829. 


_ Total of only 63,524 J. received in 1868 and 1869 in respect of instalments subsequent 
to allotment; inference that the allotment was not bond fide, and. that the main portion 
was bought back in the market, M‘Kewan 830-847 ——Payment to Messrs, Bischoff- 
sheim & Goldschmidt of the amount received for. instalmeuts, 2b. 847, 848. 

Provision in the first instance by Messrs. Bischoffsheim, and subsequently by Mr. 
Lefevre, of the money for the drawings under the 1867 loan; reduced amount required 
for the first payment, many vf the bonds drawn not. having been then placed on the 
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II. Loan of 1867—continued. 
5. Summary of Receipts and Payments by the Bank, &¢.—continued. 


market, M‘Kewan gog-915—— Separate account for the payment of interest on the loan, 
1b. 915,916 Total. of 970,000 Z. in the hands of the public on the 1st July 1870, the 
last drawing having been in December 1871,.1b. 918-921. 


6. Appointment, Functions, and Remuneration of the Trustees of the 
Loan: 


Witness, who is now manager of the Exchange and Investment Bank, was a clerk of 
“Messrs. Bischoffsheim & Goldschmidt from the end of 1865 till October 1871, Davids 
-1171-1180——Cireum stances attending the appointment of witness as a general trustee 
of the Honduras Joan of 1867; he was first informed by Mr. Bischoffsheim of the fact of 
his appointment, 7b, 1181-1189. 

Production of the trust deed, dated 15th July 1869, showing the appointment and 
duties of witness and Mr. Barnes as trustees, Davids 1190-1202——Fuuction of witness 
and his co-trustee as to the care and disposal of all monies that came into their hands 
from Mr. Bischoffsheim and Mr. Lefevre, i). 1203-1207—-—Nature of the authority or 
imstructions on which witness made payments from the trust, 7, 1225-1247. 


Doubt as to the total amount of salary paid to witness, Davids 1237-1239——Appoint- 
ment of witness as a railway trustee as well as a general trustee in respect of the loan of 
1867, 7b. 1240-1244. 

Further statement relative to. the. salary of witness as general trustee, and as railway 
trusiee; he also received from Don Carlos Gutierrez the Grand. Cross of the Order of 
Santa Rosa of Honduras, Davids 1309-1315. 1331!-1334- 1357 —— Further evidence relative 
to the salaries received by witness us railway trustee, and as general. trustee under the loan 
of 1867, 2%. 1549-1563 Statement. as to witness having received not only his own 
salary as general trustee, but that of Mr. Barnes (who died. early in 1871) up to Sep- 
tember 1871, 2b. 1569-1578. 

Circumstances under which Mr.. Barnes, a clerk of witness’ firm, became a general 
trustee ; objection by the firm to his acting as railway trustee, Waring 1663-1670 
Statement as to witne-s having been aware that Mr, Baines was made a general trustee 
under a deed of 30th June 1868, 7d. 1832-1834. 


Copy of general trust deed, dated goth June 1868, App. g-12. 


7. Receipts and Payments by the Trustees: 


Cash book produced and explanations thereon relative to various items of receipt and 

_ payment in respect of the loan of 1867, Danids 1208 et seq. Receipts by witness 

down to 30th June 1871 in respect of the loan; he is unable to particularise the pur- 
poses for which the money was paid out, 76. 1262-1267. 


Witness has by direction of the Committee prepared an abstract of the trustees’ books 
relating to the Honduras loans of 1867 and 1870, and showing the receipts and expendi- 
ture down to 5th May 1871, Waterhouse 2888-2895—— Summary of the receipts of the 
trustees in respect of the railway loan of 1867 ; total of only 1502. paid by the public on 
the third’ instalment, the receipts from sale of bonds having been 469,443 /., 1b. 2896- 
2906 Particular items of expenditure on account of the 1867 loan, making a total of 
620,085 /., including the balance transferred to the new trustees on 5th August 1871, 7b. 

_2907-2926——Several other heads\of payment out of the 1867 loan ; doubt by whom 
the interest or:drawings were paid, 7b. 3056-3058. ' 

Summary of receipts and expenditure in respect of the railway loan of 1867, as shown 

by the books of the general trustees, to 5th Angust 1871, App. 45 Statement of 
bonds sold cr issued; and the market prices at the time of sale, 2b. 46. 


g. Arrangements with Mr. Lefevre as to the Disposal of Bonds; operations 
by him or on his behalf.on the Stock Exchange for maintaining the 
Price; large Profits realised : 
General trust deed, dated 30th June 1868, showing in detail the arrangements and 
conditions relative to the placing of Honduras bonds to the amount. of 951,6602. by 
Mr. Charles Lefevre, Robertson 1163-1170. 


Large sums received by the trustees at different times from Mr. Lefevre, these. being 
~ probably the proceeds of bonds sold by him; high price realised as compared with the » 
price charged to Mr. Lefevre for the bonds, Davids 1215-1224. 1256-1258 State- 
ment that Mr. Lefevre gave no account of the surplus for which he sold the bonds 

‘beyond the price at-whieh they were handed over to him, ib. 1504-1508. 


Statement as to no account having been given by Mr. Lefevre of the proceeds of the 
200,000. worth. of bonds transferred to him under the Convention of October 1869 ; 
~ Waring 1715-1724. 1827, 1828. 1831 Shrewd suspicion. of witness that the surplus 
’ from the disposal of these bonds in'the market ‘above the price of 76 /, 12:s., went to Mr. 
 Lefevre,,th, 1715-1724- 
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HonpduRAS LOANS—continued. 
II. Loan of 1867—continued, 
8. Arrangements with Mr. Lefevre as to the Disposal of Bonds, &¢.—cont*, 


Explanation in connection with payments by the trustees to Mr. R. Evans, as 
secretary, this genUeman having been a confidential clerk of Mr. Lefevre, and having 
had some connection with the press, Davids 1229-1236. 1324-1329. 1342-1349. 


Introduction of witness to Mr. Lefevre about June 1868, the latter wishing through 
his assistance to place on the market the balance of the Honduras Loan of 1867, Evans 
2217-2227 Steps taken by witness in order to obtain purchasers for the balance of 
the loan ; he mvited applications from Mr. James Barclay and other stock brokers, each 
offer as to price being submitted to Mr. Lefevre, id, 2223-2242 Witness cannot 
remember the names of the several brokers to whom he applied in the matter, 2b. 2230- 
2232. 2235, 2236——The brokers received only the usual brokerage, ib. 2235- 
2297. 


Applications made through witness, or direct to Mr. Lefevre, for portions of the 
balance of the 1867 loan, at a fixed price below the market price ; probable arrangement 
also as to Mr, Lefevre not putting any more stock on the market for. a: certain period, 
Evans 2241-2250—-—Belief that there was no “ put-and-call ” arrangement with any 
brokers or jobbers as regards the 1867 loan, id. 2251 Gradual manner iz which. the 
loan was thus absorbed ; more than 100,000 J. was on the whole taken in this way, ab. 
2252-22954. 


Instance of some disagreement between witness and Mr. Lefevre, in reference to. the 
placing of the loans of 1867 and 1870; he has, however, recently seen Mr. Lefevre in 
Paris, Evans 2349-2352. 2372-2374 Explanation that witness has no profession, 
but takes an interest in financial busiuess generally, 2b. 2358 —— Statement (reluctantly 
made), that witness was in the first instance remunerated by a fixed monthly payment, 
and subsequently by a commission of one per cent. upon the amount of stock placed 
through his means, ib. 2359-2369. 


Circumstances under which witness acted as secretary to the railway trustees, for which 


he received a salary, Evans 2379- 2382—-—Relationship between witness and the 
-acco untant enyployed to check the accounts ; the late Mr. J. W. Morier Evans, of the press, 
was also a relative, 76. 2383-2386. : 


Limited dealings of witness as a stock jobber, in the 1867 loan, after allotment, Tucker 
2484, 2485. ) 

Circumstances under which the loan of 1867 passed into the hands of Mr. Lefevre and 
Don Carlos Gutierrez ; opposition by the former to M. Herran, the Honduras Minister in 
Paris, having anything to do with the loan, Gossip 2514-2522 Large profit made by Mr, 
Lefevre out of the loan, he having received whatever he placed the bonds at in. excessiof 
68 1. 12 s per bond, 7b. 2523-2527. ©628-2634. 

Emp!oyment of witness as broker to sell and buy stock of the Honduras Loans of'1867 
and 1870 for Mr. Lefevre; large amount to which his dealings extended, Barclay 2765, 
et seg.—— Difficuity at first in selling stock of the 1867 Joan; the public, however, 
gradually came as buyers, and a market was thus created, 1b. 2769-2779 Inability of 
witness to state the amount sold by him in 1867 and 1868 for Mr. Lefevre through 
Mr. Evans; balance of 600,000 J. of stock delivered at Mr. Lefevre’s office on the special 
setiling day, 2b. 2807-2826. 


Several beads of disposal of the bonds of 1867; sale of 931,2007., nominal value, 
through Mr, Letevre, Waterhouse 2907, 2908 Excess of 84,361 1. represented ‘by the 
market price of the bonds sold to Lefevre at 68/. 12s. between June 1868 and October 
1869, 2b. 2927-2936 Price of 76 /, 12s, paid for the bonds by Lefevre under the con- 
vention of October 1869; arrangement as to the advance of 8/, per bond, amounting to 
36,440 1, being repaid to Mr. Lefevre out of the French Loan or the loan of 1870; 2b. 2937- 
2941. 

Arrangement, dated i5th October 1869, in regard to Mr. Lefevre paying certain 
sums to an interest account, &c., &c., App. 13, 14. : 


9, Question as to Re-purchases by Messrs. Bischoffsheim & Goldschmidt ; 
Doubt whether, during 1867-68, Mr. Bischoffsheim was buying back in the market 
the bonds of the 1867 loan, Davids 1496-1500 Absence of any special communica- 
tions between witness and Mr. Bischoffsheim as Senor Gutierrez, Evans 2353-2375.__ 


Expenditure of 113,548 2 under the head of “ Bischoffsheim & Goldschmidt Suspense 
Account ;” this account was doubtless for the purchase of scrip, Waterhouse 2909-2915. 


10. Convention of 15t October 1869: std 
Document termed the “Convention of 15th Ocbtober 1869,” (App. 13, 14.), Setting 


forth certain financial propositions and arrangements as agreed to on the part of Mr. 
Lefevre, Messrs. Bischoffsheim & Goldschmidt, Messrs. Waring Brothers’ and 


Mc Candlish, 
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McCandlish, and Messrs. Waring Brothers, and as approved by Don Carlos Gutierrez, 
Davids 1509, 1510. 

Examination upon the question whether a certain sum of 91,000 /. (nominal), as com- 
mission to Messrs. Bischoffsheim & Goldschmidt, was released and divided as provided by 
the Convention of October 1869 ; inability of witness to give full explanation in the 
matter, Davids 1510-1538. 1613. 


11. Interest Account opened with Messrs. Bischoftsheim and Waring : 


Payment of 144 per cent. of the amount received from Mr. Lefevre for the bonds to- 
wards the provision of an interest account, Davids 1539-1548. 


Information relative to the interest account in the names of Mr. Henry Bischoffsheim 
and witness for receiving the payment of interest on the loan of 1867 during the con- 
struction of the first section of the railway, Waring 1797-1804—— Anxiety of Mr. 
Bischoftsheim, as well as of witness, for securing funds for the completion of the first 
section of the railway, 7b. 1835. 


Explanation as to witness, in his capacity of co-trustee with Mr. Henry Bischoffsheim 
| for the interest account opened in their names, not having seen, when the loan of 1870 
| was raised, that a certain sum of 143 per cent. was returned to the Honduras Govern- 
: ment, Waring 2193-2213. 


12. Fluctuations in the Price of the Bonds: 


Explanations in connection with a certain chart (App. 194) prepared by witness, show- 
ing the fluctuations of the Honduras Loan of 1867; maximum price of ninety-five 
reached in 1868, the present price being about six, Cracroft 692-705. 


13. Official Statement on the part of the Honduras Legation : 


Historical Account containing explanations in detail by the Secretary of the Honduras 
Legation in connection with the loan of 1867, App. 63-67. 


14. Summary by the Committee: 


Quotation from the Historical Account relative to the general financial condition of 
Honduras ; want of securities and guarantecs for raising a loan of a million sterling, 
Rep. v Chief conditions of the agreement of 25th October 1867, between M. Victor 
. Herran and Don Carlos Gutierrez, for the Honduras Government, and Messrs. Bischoffs- 
heim & Goldschmidt for the issue of a loan of 1,000,000 Z., nominal, in London and Paris, 
ib. v, vi Summary of the main points set forth in the prospectus of the loan of 1867, 
ib. vi. 


Allotment of 501,100 7. of the loan, the applications received in London amonnting to 
818,700 1., Rep. vi——Certificate given by Messrs. Bischoffsheim & Goldschmidt to the 
committee of the Stock Exchange, dated 5th December 1867, 2d. 


Investigation showing that on the goth June 1868, the public held only 48,3402. 
(nominal value) of the loan, the remainder having, through non-allotment or re- 
purchase, come into the hands of the representatives of the Honduras Goverament, 
Rep. vi, vii. 


Execution of a deed on the goth June 1868, whereby Mr. Charles Lefevre undertook 
to place on the market bonds representing 951,600 /., the price per bond to Mr. Lefevre 
being fixed at 68 /. 12s., Rep. vil Reference to an additional agreement, dated 25th 
October 1867 (not in evidence before the Committee), whereby a total sum of 82,v00 d. 
| was to be paid to Messrs. Bischoffsheim & Goldschmidt, %.——Sale of bonds to the 
| nominal amount of only 175,000 /, under the deed of goth June 1868, 2. 


Further deed or convention, dated 15th October 1869 ; chief provisions thereof as to 
the disposal of bonds through Mr. Lefevre, and as to the payment of interest, Rep. vii. 


| Reference to, and quotations from, the evidence of Mr. Evans and Mr. Barclay as 
disclosing the means adopted in order to induce purchases of the bonds conveyed to 
| Mr. Lefevre, and tv maintain the stock at a high price, Rep. vu, viii. 


Total of 631,000 7. (nominal value) sold to the public through the agency of Mr. 
Lefevre between 30th June 1868 and 29th June 1870, Rep. viii High price reached 
by the bonds during this period, so that a considerable sum was probably obtained by 
their sale in excess of that paid to the trustees, 7d. Modes of disposal of the bonis, 
otherwise than through Mr. Lefevre, the total vominal amount being 1,000,000 /., 2d. 


Statement of receipts and expenditure of cash on account of the loan, the total re ceipts 
amounting to 620,085 J. 2s. 1 d., Rep. viii Very large proportion of the bonds of 
the 1867 Joan which were sold to the public through the agency of Mr. Lefevre, 7b. ix. 

Total of 103,649/. paid for commission and expenses connected with the loan, 

367. 4A Rep. 
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14. Summary by the Committee—continued.. 


Rep. ix Further sum of 30,000 Z., out of the proceeds of the loan of 1870, applied to 
the loan of 1867, 7b. Conclusion that these commissions are greatly im exeess of what 
is usually charged by contractors for loans, 7. 


III. Loan of 1869, issued at Paris: 


Explanation that the Honduras Loan of 1869 was issued at Paris, and that. none of the 
documents came before the Stock Exchange Committee, De Zoete 161. 173-175—— 
Prospectus produced relative to the loan of 1869; this, was a lo per cent. loan of nearly 
2,500,000 2., issued at 82. per 12 7. bond, Clarke 612-614. 

Belief that portion of the amount paid to witness’ firm: im respect of the railway came 
from the French loan, Waring 1792-1796. 2180-2191. ; 


. 


Statement in justification of witness’ action as trustee in paying, by order of Don 
Carlos Gutierrez, 70,000-/. accrued from the English loan for the serviee of the French 
loan of 1869, Pim 1953-1979. 2048, 2049. 

Belief as to Mr. Lefevre having been connected with the issue of the loan of 1869, 
Gossip 2563-2567. 

Management by witness of the Honduras French Loan of 1869, which realised about 
12,400,000 franes; details relative to the appropriation of this amount, Herran 5276 
et seq Explanation that after July 1870 witness had nething further to do witli the 
service of this loan; information as to the amount paid as interest, witness~ believing that 
neither a sum of 70,000 J. nor any other sum was received from England for the purpose, 
ib. 5277-5283. 5318-5327- 5333-6339: 5358, 5359. dee ae 

Remission by witness of about 28,000,000 francs in obligations, to the Londen trustees, 
and 3,750,000 francs in cash to Messrs. Bischoffsheim & Co.; payments also made to 
Messrs. Waring on account of the railways, Herran 5278. 5289-5300. 5314-5317. 5328— 
5332. 5353-5355 Payment by witness (out of the loan of 1869) of 3,000,000 francs 
for nickel coinage to be sent to Honduras, 7b. 5301-5305-—— Payments also: of 2,300,000 
frances to Messrs. Dreyfus, Scheyer & Co., as indemnification money, 7b. 5306-5313. 


Denial that witness ever received any money or derived any advantage in respect of 
the loan, Herran 5356, 5357. 


Documentary evidence in confirmation of wituess’ statement that he paid a sum of 
70,2001. to Messrs. Dreyfus, Scheyer & Co., for interest on the French Loan of 1869, 
Pim 5377-5387- 

Agreement, dated igth December 1870, between Don Carlos Gutierrez, Messrs. 
Bischoflsheim & Goldschmidt, and Messrs. Davids and Barnes, as trustees, App. 30-32, 

Sundry explanations by the Secretary of the Honduras Legation in connection with 
the Paris Loan of 1869, App. 67-70. 

Paper submitted by M. Herran in explanation of the amount of bonds transmitted to 
London in respect of the Paris Loan of 1869, App. 126. 

Reference by the Committee to the steps taken by the Minister in Paris m May 1869 
to issue a loan for 62,252,700 franes, or 2,490,108 /. sterling, Rep. ix At the price of 
issue this loan should have produced 1,867,581 0, 7A. Payment in Marek and June 
1870 of 61,731 L. out of the proceeds of this loan to the railway contractors, tb. . 


Circumstances under which a large number of bonds were forwarded to Messrs, 
Bischoffsheim & Goldschmidt, and were eventually disposed of through Mr. Lefevre, 
Rep, ix, X Large amount cf commission on these bonds, %b. Total of 408,460 1. 
as the receipts from the bonds sold in this country, 7. x. 


TV. Loan of 1870: 
1. Authority from the Honduras Government : | 
Decree signed by the President of the Republic of Honduras, dated 14th March 


1870, authorising Don Carlos Gutierrez to negociate a loan of two millions sterling, at 
10 per cent. interest, App. 15. , ; 


2, Agreements. with Messrs, Rischoffsheim & Goldschmidt, Mr. Lefevre, 
and others, relative to the Issue of the Loan, and the Application 
‘of the Proceeds : 
Agreement of 17th June 1870 between Don Carlos Gutierrez and Messrs. Bischoffs- 
heim & Goldschmidt with reference to the issue of the loan, and the securities for its 
re-paymient, App, 19-21. : 

Supplementai agreement, dated 17th June 1870, in which directions are prescribed as 

to the application of the proceeds of the loan, App. 21-23. 


_ Agreement, 
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2. Agreements, &c.—continwed. 

Agreement, dated 17th June 1870, between Don Carlos Gutierrez, Messrs. Bischofis- 
heim & Goldschmidt, and Mr. Lefevre; assignment thereby of the issue of the loan to 
the latter, App. 23-25. / 

Agreement of 17th June 1870, between Don Carlos Gutierrez, Mr. Lefevre, and 
Mr. Davids and Mr. Barnes, as trustees of the loan; amended directions therein as to 
the application of the proceeds, App. 25-30. 


3. Terms and Conditions of the Loan; Prospectus and other Documents in 
Explanation : 

Sundry documents ( 4pp. 16 et seg.) submitted, and explanations thereon, relative to 
the Honduras Loan of June 1870 for 2,500,0001., nominal, at 80 per cent., De Zoete 
176-187———-Conditions of the loan of 1870; provision as to additional drawings in 
redemption wf this loan, Clarke 617-623. 

Copy of the prospectus of the loan of 1870 for 2,500,000 /., nominal, at the price of 
80 per cent., App. 16, 17. ; 

Letter from Messrs. Bischoffsheim & Goldschmidt, dated 2nd July 1870, applying for 
a settlement and quotation of the loan, App. 18. 

4. Receipt of Applications by the London and ‘County Bank : 

Accidental manner in which witness heard that a Honduras Loan had been brought 
out in Paris in 1869, McKewan 851-854——Instructions from the Honduras Minister, 
under whieh the London and County Bank received applications for the loan of 1870; 
terms upon which the business was undertaken, 2b. 855-853. 

Letter from the secretary of the Stock Exchange to the London and County Bank, 
dated 27th June 1870, requestmg to be furnished with certain documents necessary for a 
settlement m the loan of 1870, McKewan 1390 Letter in reply, explaiming that the 
bank has not. acted as agents for the Joan, and has taken no part in the allot- 
ment, 7b. 


5. Summary of Receipts and Payments by the Bank: 


Allotment of 2,463,200 /. in respect of the loan, whereas the total amount received was 
only 507,630 /.; inference that the ailotment was not bond fide, McKewan 864-875 
Different persons to whom the total of 507,630 d. was paid, the main portion having gone 
to the credit of Mr. Lefevre, 2b. 876, 877. 

Balance of 90,415. paid over to the general trustees, Messrs. Davids and Barnes, who 
acted also as trustees for the 1867 loan ; subsequent appointment in 1871 of Messrs. 
Ford and Widdecombe as trustees, Mc Kewan 877-885. 899, 900 Very large sums paid 
in to the credit of Messrs. Ford and Waddecombe; probability that these sums accrued from 
the bonds being placed on the market, 2b. 886-898. 


Information relative to the payments to different individuals from the account, first of 
Messrs. Davids and Barnes, and subsequentiy of Messrs. Ford and Widdecombe, McK ewan 
g01-907 ——Payment on 8th August 1873 of 3,852 /. onthe Ford and Widdecombe ac- 
count in favour of Gutierrez and Pim, 7b. 1022 The last payment of interest was on 


ist July 1872, 2. 


Statement showing the payments to the bankers on ailotment of the stock, App. 47. 


6. Appomtment, Functions, and Remuneration of the Trustees of the 
Loan : 


Deed produced, showing the appointment and functions of Mr. Barnes and witness 
as trustees in respect of the Honduras Loan of 1870, and the nature of the financial 
arrangements with Messrs. Bischoffsheim & Goldschmidt, and Mr, Lefevre respectivaly, 
relative to the disposal of the bonds, Davids 1270-1274. © 


Cessation of witness’ duties as trustee in July 1871, Davids 1303-1306: Reference 
to the minutes of certain meetings of the trustees at which witness alone was present, 
his co-trustee having died ; cheques drawn by witness on these occasions, 2b. 1321-1336. 
1361, 13962. é 

Understanding at Messrs. Bischoffsheim & Goldschmidt’s that the railway'would pro- 
vide funds for the service of the loan, Davids 1337-1339—— Position and antecedents 
of Messrs. Ford and Widdecombe who were appointed trustees in succession to Mr. 
Barnes and witness, 7b. 1350-1356. 1363-1369——Amounts received by witness as 
trustee under the loan, 7b. 1564-1568. 

Resignation by witness of his appointment as trustee, he having been requested to do 
so by Mr. Lefevre and Mr. Bischofisheim; there was no dispute as to the application of 

367. 4A2 the 
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the monies, Davids 1579-1587 Witness produces some further documents for the 
inspection of the Committee ; also a correspondence book, 7b. 1598-1603 Explana- 
tion in regard to witness having received the salary of his co-trustee from the death of 
the latter, 2b. 2174 Circumstance of witness having received as trustee a release from 
the Honduras Government, 26, 


Appointment of witness (who is an accountant) by Senor Gutierrez as one of the 
trustees of the Honduras Loan of 1870, his co-trustee having been Mr. Widdecombe, a 
clerk of Mr. Sharp, solicitor, Ford 5636-5642 -—— Belief that witness has at his office a 
copy of the deed of appointment, 7b. 5643-5646. 5649, 5650. 5725. 5751-5755. 5763, 
5764. 

Formal notice given by Senor Gutierrez to witness, when searching for papers for the 
Committee, to deliver up all books and papers to him (Senor Gutierrez) as representing 
the Honduras Government ; refusal by witness to obey this injunction, Ford 5645-5648 
——Transfer by witness of a large mass of papers to the new trustees appointed 
towards the end of 1872; those remaining are at the service of this Committee, i6. 
5651-5658. 

Witness cannot explain why he was asked to succeed Mr. Davids as trustee, nor why 
he was asked to resign, Ford 5756, 5757-—— He produces the draft from which was pre- 
pared the deed appointing him a trustee; the deed itself is with Senor Gutierrez, 2b. 6023- 
6032—— Action of witness and Mr. Widdecombe, as trustees under deed dated 27th July 
1871, they having ceased to act about September 1872, ib. 6037-6041. * 

Loose minutes or memoranda from which the books were written up; these were sub- 
sequently destroyed as useless, Ford 6100-6106. 6222-6229 Inability of witness to 
find a journal in which memoranda were entered, 7b. 6107-6110. 6263, 6264. 


Payment of 2,000/, each to Mr. Widdecombe and witness, as salary for a year, and of 
a further sum of 1,500 7. each in acknowledgment of the great trouble they had had; 
considerable trouble and expense incurred by witness in the matter, Ford 6171-6192. 
6196, 6197. 6263, 6269. 

Circumstance of Mr. Widdecombe havign continued in Mr. Sharp’s employment 
during the time he acted as trustee, Ford 6171-6173. 6230-6232 Continued payment 
for some months to witness and Mr. Widdecombe for certain services rendered to the 
new trustees, 2b. 6198-6220. 623 Frequent presence of witness’ lawyer at the 
trustees’ meetings, as he was resolved to do everything legally, 26. 6233. 6235. 

Statement as to Mr. Cotterill, a trustee, having absconded with a considerable sum, 
and as to the amount having been paid by Mr. Bischoffsheim and Mr. Lefevre, Ford 
6259-6260. 6270-6274. 

Total payments to the amount of 9,000. for salaries of the general trustees, besides a 
monthly payment of 150 /. from October 1872 to April 1873, Waterhouse 6401-6409 
Payment of 3,083 J. to the railway trustees, 2b. 6410, 6411. 

Doubt further expressed as to the existence of the journal before alluded to; it was 
not handed-over to the Honduras Minister, and may ve with the new trustees, Ford 
6532-6534- . 

Either by deed or by special authority from the Honduras Minister, witness can prove 
authority for everything done by him as trustee, Ford 6535-6537. 

Copy of deed of covenant and declaration of trust, dated 27th July 1871, Messrs, 
Ford and Widdecombe being the trustees; sundry covenants therein relative to the 
obligations to be discharged by Mr. Lefevre and by the trustees respectively, as regards 

. the loans of 1867, 1869, and 1870, App. 35-40. 


7. Receipts and Payments by the Trustees under various Heads: 


Examination explanatory of various items in witness’ account of receipts and expendi- 
ture in respect of the 1870 loan, Davids 1275-1302 Total of 507,436 1. as the amount 
paid by the public upon all the instalments of the loan, 2b. 1282-1284 Authority 
under which. witness honoured certain drafts drawn on Don Carlos Gutierrez, id. 
1588-1595: 

Payment doubtless of interest and coupons of the 1867 loan out of the 1870 loan; 
witness sees nothing very reprehensible in this, Pim 1991-2012. 

Doubt whether the cost of a certain book on Honduras and its resources was paid out 
of the loan of 1870, Davids 2171, 2172——-Explanatory statement relative to an amount 
of gi,o00/. in stock carried out at par in the accounts of witness aid Mr. Barnes as 
trustees, 7b. 2174-2176. ; 

Transfer to witness of a small balance of cash on account of the 1867 loan; payments 

‘made 
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made by him towards interest and sinking lund of this loan, Ford 5663-5665 —Im- 
mense sums paid for interest and sinking fund of the loans of 1867, 1869, and 1870, 2. 
5683. 5719-5728. 5735-5737 ——Explanation in regard to the receipt by the trustees of 
about 1,000,0002. nominal of the French loan, which produced, through Mr. Lefevre, 
about 470,0001., 7. 5695-5718——Transfer by wituess to the new trustees of about 
105,000/. in cash, and about 260,000/. in obligations of the French loan, 7b. 5731-5734. 
5739- 

Explanation in detail relative to various items of receipt and payment set forth in a 
certain balance sheet of witness and his co-trustee, Ford 6042 et seq. Total receipts 
or debit to the amount of 1,497,451/., consisting mainly of the nominal receipts in 
respect of the loan of 1870, and of the French loan, 2b. 6045-6051 Statement relative 
to the large amount of French and English bonds handed over to the new trustees ;' 
some of these bonds were cancelled, 2b. 5090-6099. 6209-6216 Authority from the 
President of Honduras upon which the trustees handed over a sum of 12,0007. to Don 
Car!os Gutierrez, 7b. 6193-6195. 


Reference to a payment of 13,702/. to Messrs. Bischoffsheim & Co. as having been 
made in respect of drawn bonds and interest on the 1869 loan, paid in Paris, Ford 
6534- 

Authority produced for the payment of §0,000/. for maintaining the market; this 
document read, Ford 6678-6680 Also for the payment of 12,5007/. to the Honduras 


Minister, 2. 6679 Also for the payment of 1,500/. additional to witness and his co- 
trustee, 7b. 


Memorandum of payments of bills and accounts amounting to a total of 18,065/. 
12s. 8d., App. 34. 


Summary of receipt and expenditure, as shown -by the books of the general trustee, to 
5th August 1871, App. 47. 

Statement of bonds issued to 5th August 1871, showing the cash received, App. 48 

Amount of payments to contractors, and of interest and drawings ; total of 563,684 Z., 

ab, Particulars of payments to §th August 1871, other than those to contractors, or 
fur interest an:i drawings, 20. 49. 

Paper submitted by Senor Gutierrez, being the balance sheet of the late trustees of the 
loan of 1870, App. 195. 


8. Result of the Investigations by Mr, Waterhouse as to the Receipts 
and Payments generally: 


Reference to a tabular statement showing, by means of the instalments paid, the amount 
of the 1870 loan in the hands of the public at different periods in 1870; total of only 
1,600/. out with the public on 15th December, Waterhouse 2942-2953 Information 
im connection with the total amount received up to 5th August 1871, including proceeds 
of Government produce, ib. 2954-2964——Total represented by bonds exchanged for 
scrip, and by bonds sold up, to 5th August 1871, 2b. 2965——Amount of bonds can- 
celled as having been drawn before they were issued, 7b. 2965-2967. 


Balance of 1,084,600/. of bonds in the hands of the trustees on the 5th August 1871, 
Waterhouse 2968-2970. 3003——Total of 377,200/. of bonds in the hands of Bischoffs- 
heim & Co. on the 5th August 1871, 2b. 33004-3007. 

Calculation that 418,430/. would have covered the legitimate payments for interest and 
drawings on account of the loan, Waterhouse 3018-3027——Immense balance requiring 
to be accounted for after payments to the contractors, and for interest and diawings ; 
sundry other payments adverted to hereon, 7b, 3028-3039. 3059, 3060. 


Investigation by witness of certain books purporting to show the receipts and payments 
of Messrs. Ford & Widdecomhe as trustees, from August 1871 till October 1872; he has 
not seen any letter book, journal, or minute book, Waterhouse 6309-6316. 6471, 6472 
——Particulars showing a total cash receipt of about 1,300,000/. dealt with by the 
trustees, avising mainly from bonds of the French loan, and of the loan of 1870, i. 
6317-6337. : 

Reference to the trust deed of 27th July 1871, as showing the authority for the pay- 
ment of interest and sinking fund on unissued bonds after that date; apparent absence of 
any such payment previously to this date, Waterhouse 6377-6380 Payment of 13,702 0. 
to Messrs. Bischoffsheim & Co. for interest and drawings; witness cannot say to 
what loan this related, ib. 6381 —— Payment, under the head of interest and drawings, 
amounting to 8,1001., for federal bond interest, 20. 


Payments to the amount of 39,884 /. “on account of the Government,” these including 
to 9p Auh-3 8,000 0. 
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8,000 2. or 9,000 1. in respect of overdue bills, Waterhouse 6332-6384 Payment of 
51,8521. by Messrs. Ford and Widdecombe as commission on the 1869 loan, a commission 
of 20,000 /. also appearing in respect of the loans of 1867 and 1870, 7b. 6385-6396 —— 
Explanations in connection with various other payments by these trustees, 7b. 6397 et seq. 
Cash balauce-of 103,852/. transferred to the new trustees, 7. 6413, 6414. 

investigation by witness of the accounts of the two sets of trustees blended; examina- 
tion thereupon showing the various receipts and payments in respect of the loans of 1869 
and 1870, Waterhouse 6417 et seq. 

Paper submitted by Mr. Waterhouse containing a summary of the receipts and ex- 
penditure of Messrs. Ford and Widdecombe, as trustees of the mixed fund, App. 50, 51 
Summary of the cash receipts and payments of the London trustees, to the date of 
appointment of Messrs. Pim, Kerferd, and Haslewood, 7b. §2. 


9, Arrangements with Mr. Lefevre as to the disposal of Bonds; Operations 
by bim, or on his behalf, for maintaining the Price; large Profits 
realised under different Heads : 

Large payments from Mr. Lefevre’s account at the London and County Bank to Stock 
Exchange firms subsequently to the issue of the loan of 187u; particulars of such pay- 
ments between June and September, McKewan go8. 1023-1026. 1370~1389. 

Payments received by the trustees from Mr. J.efevre in January 1871, at the rate of 
80/., and in May 1871 at the rate of 75.1, for every 1007. nominal stock, Davids 1291. 
1301, 1302. | 

Communication of Mr. Lefevre with witness relative to the placing of the loan of 1870; 
arrangement with a certam number of brokers, by means of a ‘put and call” order, for 
counteracting the operations of the “‘ bears,” Evans 2257-2273. 2287-2297 Inability of 
witness to supply the names of the jobbers to whom “ put and call” orders were given by 
the brokers, 7b. 2264-2271 Names of some of the brokers who purchased stock of the 
1870 loan from Mr. Lefevre, ib. 2266-2268. 

Examination relative to the very large amount of the loan apparently applied for by 
the public as compared with the small sum paid on the second instalment, Hvans 2274 - 
2286 Belief as to a large portion of the loan having been bought off the market by 
order, 7b. 2274. 

Low price of the bonds in the market in July 1870, whilst by the end of August there 
was a large rise; orders from Mr. Lefevre at this period to buy largely, so as to defeat 
the “bears,” Hvans 2287-2297——-Gradual sale of stock by Mr. Lefevre, through 
witness, to brokers and others; witness cannot remember tke mame of auy of these 
brokers, except that of Mr. Barclay, 1b. 2298-2305. 2375, 2376. 2387- 

Probable disposal of from 1,000,000/. to 2,000,000. of the loan of 1870 through 
witness; he kept no account and cannot supply details, Hvans 2306-2309. 2370, 2371 
—- Remuneration of the brokers by the brokerage, and of the jobbers by the lower price 
than the market price at which they obtained the stock from Mr. Lefevre, #. 2310-2326. 
2377, 2378-——The money for the stock thus placed all went to Mr. Lefevre, but what 
its ultimate destination was witness does not know, 2b. 2327-2330. 

Reluctance of witness to state the remuneration received by him for aiding to place 
the stock, Evans 2331-2333. 

Witness, who is a stockjobber, commenced dealing in the Honduras Loan of 1870 
immediately after the issue of the prospectus, Tucker 2388-2396———Was sometimes a 
buyer and sometimes a seller, according to the state of the market; in the first instance 
he was sanguine as to the prospects of the loan, 2b. 2397-2407 Extensive purchases 
in the market by witness, on authority from Mr. James Barclay and other brokers; profit 
accruing if he bought below the limit of price named by the broker, 2b, 2403-2424. 2444- 
2450. 2472-2490. . 

Very large dealings of witness in the loan before the settling day; on the whole, he 
probably bought and sold to the extent of 2,000,000/., Tucker 2425-2431. 2491, 2492 
Inability «f witness to distinguish between the amount bought on his own account 
and the ainount bought by order of brokers, ib. 2432, 2433——Very extensive purchase 
for Mr. Barclay, whom witness indirectly knew to be acting for Mr, Lefevre; tendency of 
such purchases to enhance the price, 2b. 2434-2443. 

Numerous dealings of witness in the loan after allotment; he has nothing to do with 
buying back the loan in the market for the contractors, Tucker 2472-2483 Total of 
3,500 Z. as the profits of witness from ali his dealings in the loan of 1870 before the set- 
tlement, his commission being limited to one-eighth per cent., 2b. 2490. 

Part taken by witness, as Mr. Lefevre’s clerk, in receiving cheques paid on the allot- 


ment of the 1870 loan, Gossip 2568-2572 Lavish expenditure of Mr. Lefevre out of 
the 


HONDURAS LOANS. 247 


eS, 


Report, 1875—continued. 


Hon DURAS LOANS—continued. 
LV. Loan of 1870-—continued. 
9. Arrangements with Mr. Lefevre as to the disposal of Bonds, &e.—cont’. 


the profits made out of the loan, Gossip 2573-2575 Employment of Mr. Evans to buy 

and sell the bonds in the market; frequent daily visits of Mr. Evans to Mr. Bischofts- 
heim, 2b. 2578, 2579- 

Salary of 607. a month paid by Mr. Lefevre to Mr. Evans, Gossip 2586-2588 — 

' Belief as to Mr. Morris, a broker, having received a salary of gol. a month from Mr. 


Lefevre, 7b. 2590. 2639-2645-——Statement as 1o Mr. Evans having supervised Mr, 
Lefevre’s books, 7b. 2610-2615. 


Entire inaccuracy of the statement that witness was constantly at Mr. Bischoffsheim’s 
office, Evans 749-2751. 


Amount of sales and purehases by witness on behalf of Mr. Lefevre in 1871 and 1872; 
he ceased to deal in May 1872, Barclay 2827-2857 Artificial character of the deal- 
ings in the loan before allotment ; this was not, however, “ rigging the market,” 2b. 2858- 


2864. 


Receipt by witness, as trustee, of about a million and a quarter in bonds (nominal value), 
of the loan of 1870; these were transferred to Mr. Lefevre, first at the contract price of 
75 l. per bond, and subsequently at 50 l., when the market went down, Ford 5659-5662. 
5666-5682. 5729, 5730 Information relative to the payments by witness to Mr. 
Lefevre for interest and sinking fund of the several loans of 1867, 1869, and 1870; 
belief that from the beginning of August 187: till the autumn of 1872 he paid on this 
seore about a million sterling, 2b. 5683. 5719-5728. 5735-5737- 


Payments mde to Mr. Lefevre for interest as though the whole of the loan of 1870 
had been issued, this having been in accordance with the contract, Ford 5722-5727. 
5742-5750—— Payment of about 60,000 /. to Mr. Lefevre for commission, besides the 
payments for interest and sinking fund, 2b. 5737, 573%. 5758-5762. 


Total payment of 871,252/. to Mr, Lefevre for interest and redemption on the 1867, 
1869, and 1870 loans; authority of the trustees for this payment, Ford 6053-6064 
Total of 71,852 /. paid for commission in respect of the 1870 loan and the French loan, 
this payment going chiefly to Lefevre, ib. 6071-6074. 

Credit item of 238,700 l., being the difference between the price at which the trustees 
debited themselves for stock and the lower price at which some of it was sold; due 
authority from the Honduras Minister for the reduced price of sale, Mord 6075-6086. 
6111-6124. 6152-6156 ——Statement as to certain bonds having been handed over to 
Mr. Lefevre at 75 in connection with the Ship Railway Loan, and having formed a por- 
tion of those subsequently sold at 503; authority from the minister for the transfer of 
these bonds to Mr. Lefevre, 2b. 6111-6125. 6265-6267. 


Letter of authority from the minister for a payment of 50,000 /. in cash to Mr. Lefevre, 
the object being to maintain the price of the 1870 bonds in the market, Ford 6157-6165. 
6261 Limited amount due at any time by Mr. Lefevre to the trustees for bonds 
advanced to him, 76. 6166-6170. 


Authority produced for the sale of bonds at a lower price than that named in the trust 
deed, Ford 6677, 6678. 


Witness had nothing 1o do with the question of Mr. Lefevre taking interest in the un- 
issued bonds of the 1870 loan, Haslewood 6573-6577. 


10. Result of Mr. Waterhouse’s Investigations relative to the enormous 
Amounts realised by Mr. Lefevre from the sale of Bonds, and from 
Interest, Commission, &c. : 


Payment of 370,000 /. out of the 1870 loan to Lefevre against purchases of scrip to the 
amount of 328,910 1., Waterhoue 2971-2973. 3039 Explanation relative to the various 
and large sums which went into the hands of Lefevre for interest, commission, &e., in 
respect of the loan of 1870; aggregate payment of 229,895 l. by the trustees to Lefevre 
in excess of what was strictly required for interest and drawing, 7d. 2977-2995. 3039- 
3055 —— Gradual issues to Lefevre, subsequently to the issue to the public, as at gist 
December 1870, 7b. 2999-3002. 


Details of the several payments to Mr. Lefevre for interest and drawings prior to 5th 
August 1871 and subsequently thereto; 1otal profit accruing to him of 186,673 /. in the . 
latter period, and of 229,895 2. in the former (or 416,568 4. altogether), in respect of 
interest and drawings on bonds not issued, Waterhouse 6340-6375 The foregoing 
profit is entirely apart from stock discount, ib. 6376. 


Farther statement showing the enormous amount of profit made by Mr. Lefevre out 
of the 1870 loan and the Freuch Loan, besides what he made out of the 1867 loan, 
Waterhouse 6437-6455. 6499-6562. 6507-0525 Total of 633,4200. as the profit of 


Mr. Lefevre under the heads of “interest and drawings on unissued bonds” and of 
367. 4A4 “ commissions, ” 
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IV. Loan of 18%70—continued. 
10. Result of Mr. Waterhouse’s Investigations, &c.—continued. 


“commissions,” there being, in addition, other very large sums which accrued to him as 
profit, Waterhouse 6437-0458. 6499-6502. 6507-6525. 


11. Drawings and extra Drawings: 


Evidence showing that two extra drawings took place in respect of the loan of 1870, 
Clarke 624-631——Nominal drawing of 75,0001. in December 1870 on account of the 
loan of that year; actual payment of only 9,600 /., the main portion of the bonds drawn 
not having been placed, M‘Kewan 922-035——Provision by Mr. Lefevre of all the 
money for the drawings of the loan, 7b. 925. 942. 948. 952. 


Extra drawing of 50,0002. in bonds in April 1871, of which only 15,0002. was for 
bonds in the hands of the public, M‘Kewan 936-940—— Further extra drawing in Sep- 
tember 1870 to the nominal amount of 50,000 1, of which about half went to the public, 
2b. 943-945 Final drawing on goth December 1871 for 82,5001, of which 70,000 J. 
was for bonds in the hands of the public, 7b. 946, 947 Total of 257,500 /. drawn in 
res; ect of the loan of 1870, the balance undrawn being 2,242,500 l., ib. 948. 


Doubt as to the money for two extra drawings having been provided out of the pro- 
duct of the 1867 or 1870 loan, Davids 1596. 1597 With regard to the extra drawings 
in respect of the loan of 1870, witness had never heard of them, Pim 2117, 2118—— 
Limited knowledge of witness in reference to the extra drawings in April and September 
1871, Hvans 2334 -2343—— Doubt as to the extra drawings in September 1871 having 
had any effect on the market, Barclay 2848-2853——\ Witness, as trustee, was |aware 
that extra drawings had taken place, the money for the purpose having probably come 
out of the loan, Haslewood 6576-6582. 


Agreement, dated 21st April 1871, between Don Carlos Gutierrez and Mr. Lefevre ; 
authority given therein for additional drawings, &c., &c., App. 32-34. 


12, Complaint on the part of Individual Purchasers of Bonds, more 
especially as regards subsequent Correspondence with the Honduras 
Legation ; 

Purchase by witness in 1871 of some bonds of the Honduras Loan of 1870, at about 
80 1, per 100 0. bond, Simpson 1400-1406 Sudden fail in the price of the bonds in June 
1872, whereupon witness wrote on the 1st July to the Honduras Minister, asking infor- 
mation on certain points, 76. 1407-1410-——Reply to the foregoing, dated grd July, and 
signed by “ R. de Silva, Secretary,” conveying satisfactory assurances as to the funds for 
the service of the loan, 7d. 1411-1414. 


Correspondence between witness and the Honduras Legation subsequently to the 
suspension of divicends in January 1873 ; denial on the part of the legation that the letter 
of 3rd of July 1872 was ever written by Senor Silva, Simpson 1415-1428—-—Circum- 
stance of witness having purchased some more stock on the faith of the letter purporting 
to have been written by Senor Silva, 7b. 1429, 1430. 


Inquiry addressed by witness to the Honduras Legation upon the occasion of the heavy 
fall in the~bonds of 18723 satisfactory assurance received in reply, Hodges 1435- 
1439. 

Possession by witness in 1872 of some Honduras bonds of the loans of 1867 and 
1870; inquiry addressed by him to the Honduras Minister in June 1872 on the 
occasion of the heavy fallin the price, B. L. Lewis 1456-1465——Reply received from 
the Honduras Legation, dated 28th June 1872, containing satisfactory assurances on the 
subject, 7b. 1466, 1467——Further letter from witness to the Honduras Minister early 
in 1873, after the default in respect of the December drawing; no reply was received, 

— ib. 1468-1476. ’ 


13. Fluctuations in the Market Value of the Bonds: 


Particulars of the rise aid fall in the price of Honduras Bonds of 1870 during the 
month of June 1872; violent fluctuations from day tv day, the lowest price having been 
forty-four ou the 28th June, Cracroft 6281-6308 ; App. 194. 


14. Official Explanations on the part of the Honduras Legation: 


Historical Account containing detailed explanations by the Secretary of the Honduras 
Legation in connection with the loan'of 1870 for 2,500,000/., App. 70-73. 


15. Summary by the Commitiee, and Conclusions arrived at: 


Reference to the “* Historical Account” supplied by Don Carlos Gutierrez, as showing 
the difficulties to be overcome in order to launch the English Loan of 1870, Rep. x — 
Chief provisions of the agreement of 17th June 1870 between Don Carlos Gutierrez and 
Messrs. Bischoffsheim & Goldschmidt for the issue of a loan of the nominal value of 

, 2,500,000 @. 
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15. Summary of the Committee, and Conclusions arrived at—continued. 


2,500,0001., at the price of 807. for each 1001. bond, Rep. xi, xii——Terms of the supple- 
mental agreement of 17th June 1870, as to the assignment of the proceeds of the loan; 
total of 227,500/. to be appropriated for commissions and expenses, id. xii, xiii——Third 
agreement of 17th June 1870, whereby Mr. Lefevre engaged to take the entire loan of. 
2,500,000/, firm, at the price of 807. per cent., ib. xili. 


Assignment by Messrs. Bischoftsheim & Goldschmidt to Mr, Lefevre of their interest 
in commissions, amounting to upwards of 125,000/.; that is, under the third agreement 
of 17th June 1870, Rep. xiiit—Absence of evidence before the Committee as to the 
payment made by Mr. Lefevre to Messrs. Bischoffsheim & Goldschmidt in return for the 
foregoiug advantages, 2b. 


Fourth agreement, under date 17th June 1870, made between Don Carlos Gutierrez, 
Mr. Lefevre, and Messrs. Davids & Barnes, as trustees; advantageous terms secured by 
Mr. Lefevre under this agreement as regards interest, Rep. xiii, xiv. 


Comments upon different provisions in the several agreements of 17th June 1870, and 
upon the circumstance of Messrs. Bischoffsheim & Goldschmidt having been presented 
as contractors for the loan when they had ceased to be so, Rep. xiv Inference as to 
there having been good reason for concealing the fact that Mr. Lefevre was the con- 
tractor for the loan; reference hereon to a communication from.the French Minister of 
Foreign Affairs, dated 1st June 1875, to the effect that in May 1856 Mr. Lefevre had 
been condemned in Paris to two years’ imprisonment for breach of trust, id. xiv, xv. 


Eventual issue of the prospectus of the loan on 20th June 18703 chief provisions 
thereof, Rep. xv——-Comment upon the means resorted to in order to insure the success 
of the loan; extensive purchases and sales authorised by Mr. Lefevre before any allot- 
ment was made, ib.——Immense operations carried on by jobbers and brokers (one 
jobber having bought and sold the loan once over), the effect being to cause the stock to 
be quoted at a premium, whilst the loan was more than fully applied, i——LEffect of 
these operations to cause the stock to be quoted at a premium, the Joan having been 
more than fully applied for, 7d. 


Immense sum for which Mr. Lefevre had made himself liable on account of his pur- 
chases before, or immediately after, allotment; way in which these liabilities were met, 
Rep. xv Very small portion of the loan in’the hands of the public on the ist August 
1870, when the second instalment became due; immense amount of stock held at this 
time by Mr. Lefevre, 2d. Still smaller amount held by the public on 15th December 
1870, when the last instalment was payable, 2b. 


Gradual manner in which after the date of payment of the last instalment the bonds 
were disposed of to the public by Mr. Lefevre, brokers having been employed to buy 
when necessary to strengthen the market, Rep. xv, xvi——Summary of the evidence 
before the Committee upon the subject of the gradual fall in price; allowance made to 
Mr. Lefevre on this score, ib. xvi. 


Comment upon the circumstances under which two additional drawings took place in 
respect of the loan of 1870, the moneys for the purpose having been provided out of the 
funds of the Joan, Rep. xvi, xvii——Conclusion of the Committee that the additional 
drawings were authorised by the Honduras Minister, in order to tempt the public to 
become purchasers of the bonds at prices far above their value, 7b. xvii. 


Unjustifiable course pursued by the trustees of the loan in paying over to Mr. Lefevre 
the amount of interest on the whole loan of 2,500,000/., as well as the full amount for 
the purposes of the amortisation, Rep. xviii, xix. 


Total of 416,568. paid to Mr. Lefevre up to July 1872 in respect of the interest and 
sinking fund on bonds he did not hold, and had not paid for; that is, on the loans of 
1869 and 1870, Rep. xix Payments to Mr. Lefevre to the amount of 229,895 /. pre- 
viously to 27th July 1871, for which no excuse can be found, the deed of 27th July 1871 
not being retrospective, %6.——-Payment of only 145,254/. to. the railway contractors out 
of the loans of 1869 and 1870, 76. 


Further’ payments to Mr. Lefevre to the amount of 216,852/. for commissions, 
Rep. xix——Further sums of 41,0901, of 57,3182, of 50,0002, and of 173,5700. 
received by Mr. Lefevre under different heads; his aggregate receipts in respect of the 
Joans of 1869 and 1870 amounting to 955,398, 2. Several modes of disposal of the 
proceeds of the balance of the loans of 1869 and 1870, after the payments to Mr. Lefevre, 
2b. XX. 


Comment upon the excessive payments made to the railway trustees for their services, 
Rep. xxi. cn} : 
Comments upon the letters sent from the Honduras Legation in 1872, stating tbat 
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funds were in hand to meet the sinking fund falling due in December 1872, and ‘the 
interest payable in January 1873, Rep. xxii. 


V. Proposed Ship Railway Loan in May 1872: é : 
Failure of the attempt to launch a ship railway loan for a very large amount in 1872, 


De Zoete 188. 197-199; 


Prospectus of the Honduras Ship Railway Loan of 1872, for 15,000,000 J. nominal, to 
be issued at 80 per cent., Clarke 632, 633 Letter from the Couneil of Foreign Bond- 
holders to Don Carlos Gutierrez, the Honduras Minister, dated 23rd May 1372, with | 
reference to the foregoing.prospectus, and requesting explanation on several points, ab. 

634-639 Reply received from Don Carlos Gutierrez, dated 24th May 1872, submitting 
explanations, 2b. 640. 


Communication from the Honduras Minister to the “ Times,” dated 25th May 1872, 
announcing the withdrawal “for the present ” of the ship railway loan; absence of 
application on the part of the public, Clarke 641, 642-—— Quotation of the scrip of the 
above }can at a premium in the interval between the issue and withdrawal of the pro- 
spectus, 7b. 643, 644. : 


Copy of article which appeared in the “ Economist” newspaper on the 25th May 1872, 
in disproof of certain statements im the prospectus, and showing ‘the very httle security 
for fulfiment of the promises and conditions therein, Clarke 645-648. 


Refusal by the London and County Bank of an application to them from Mr. Lefevre 
to act as bankers for the proposed ship railway loan of 15,000,000-4 in 1872, MeKewan 
953-956. 966. 

Unfitness of the line for the purposes of a ship railway, Waring 1819-1824. 


Examination to the effect that in crediting Lefevre with 750,000 /. in respect of the 
ship railway loan, and in subsequently debiting him with a similar sum, mere book- 
keeping was involved ; return of the bonds handed over by the trustees to Lefevre, the 
railway loan having fallen through, Ford 6126-6153. 6238-6252. 6275-6278. 


Probable meaning and object of the credit of 750,000 /. to Mr. Lefevre in respect of 
the ship railway loan in March 1872, and of the subsequent debt (o the same amount 
in the following May ; this had nothing to do with the loans ol 1869 and 1870, Water- 
house 6473-6498 Concurrence in Mr. Waterhouse’s explanation of the credit aad 


debit of 750,000 7. in respect of the ship railway loan, Ford 6528-6531. 


Starement, as supplied from the Honduras Legation, relative to the pfoject for con- 
verting the railway into a ship railway, App. 73-75: 

Reports by Mr. James Brunlees and Mr, Edward Woods relative to the proposed con- 
struction and working of the ship railway ; sections in illustration, App. 118-121. 


Review by the Committee of the circumstances connected with the attempt in 1871 
and 1872 to launch the ship railway loan; statement by Don Carlos Gutierrez that “he 
tried all he could to oppose the project, but in vain,” Rep. XXi-XXill Failure of this 
project, so that it was eventually withdrawn on 25th May 1872, 2. XX, XXlil 
Premium at which the scrip was said to be dealt in between the issuing of the prospectus 
aud the withdrawal of the scheme, 7). xxii. 


VI. Proposed French Loan in December 1872; previous Appointment of 
Captain Bedford Pim as Special Commissioner of Honduras : 


1. Circumstances attending the Appointment of Captain Pim; his 
Functions as Special Commissioner: 


Appointment of witness as Special Commissioner of Honduras by Don Carlos 
Gutierrez on the 23rd May 18723 he did not seek the ottice in any way, Pim 1852-1859. 
2116 Very little knowledge of witness at this period as to the state of the Honduras 
loans, 2b. 1864-1866. 1875-1877 Function of witness to endeavour to push the rail- 
way through, and thus to do the best he could for the bondholders ; he was not appointed 
for any financial work, ib. 1867-1869. 

Reference to a letter from witness to the Honduras Mimister on the 25th July 1872 
as showing that he “ was not m any way connected with the financial arrangements of 
the Government,” Pim 1877-1879. 1914. 1936, 1937 Letter from the Honduras 
Minister in reply to the foregoing, stating that his Government would spare no exertion 
to meet its engagements, 2b. 1879, 1880. 


Reference to a copy of the document by which witness was appointed by Don Carlos 
Gutierrez, as Special Commissioner of Honduras, with powers to act and represent the 
~ Government 
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VI. Proposed French Loan in December 1872, $c.—continued. 
, 1. Circumstances, &c.—continued. 
Government im all financial matters in Europe ; error in using the word “ financial,” 
Pim 1997-1914. 1935-1937——Statement as regards the ship railway loan that not 
one penny of the money would have come near witness, as he was not really appomted 
for any financial work, 7b. 1915-1937. 


Limited knowledge of witness as to the mode of expenditure of the loans of 1867 and 
1870, when he was sent to Paris to raise a further loan of 2,000,000 1 ; grounds for a 
statement by him in January 1873 that all the loans were raised for the purpose of) the 
Tnter-oceanic Railway, Pim 1980-2007. 2034-2047——Witness has had nothing to do 
with the Inter-oceanic Railway Company, i. 2025.. 2050, 2051——Responsibility of 
witness in regard to the issue of the prospectus of the French loan, in his capacity as 
Special Commissioner, but not in a financial capacity, 2b. 2027-2031. 


Examination relative to a certain statement by Mr. George B. Kerferd (wio was a 
trustee with witness), detailing the position and functions of witness in reference to the 
English bondholders and the attempted French loan, Pim 2083-2086——Furtier denial 
that witness was engaged to act financially for Honduras, ib. 2086. 


Nature and extent of the communication between witness and Mr. Bischoffsheiin and 
Mr. Lefevre; they never discussed financial questions with him, nor had he any know- 
ledge of the commissions they were receiving, Pim 20$7-2091——Voluntary retire- 
ment of witness from the office of Special Couimissioner, because the Honduras Ce- 
vernment declined to supersede their representatives im Paris, by whom he was so badly 
treated, 2b. 2101. 


Communications addressed to Captain Bedford Pim, dated 8th and gth January 1873, 
in support of the statements by the latter as to his full power of negotiating a loan in 


Paris, App. 89, 90. 


2. Functions of the Trustees of the proposed Loan; Balance transferred to, 
and expended by them: 


Small value represented by the Honduras bonds handed over to witness and his co- 
trustees of the proposed French loan by the previous trustees, [aslewood 6541 
Receipt of a cash balance of 103,852 7. from the previous trustees, about 70,000 Z, of 
which went for iterest on the French loan of 1869, 7d. 6542-6551 Several ways in 
which the rest of this balance was disposed of; explanation hereon that all the accounts 
and papers were handed over to the Honduras Commissioner, Dr. Bernhird, and that 
witness only speaks from memory on the subject, 2b. 6552-6572. 


Payment of 2,0007. a year to witness and each of his co-trustees ; the post involved 
much labour and anxiety, Haslewood 6560-6566. 6392-6594——Payment of from 
8,0007. to ro,000 /. for trustees’ expenses, 1b. 6560-6563. ‘ 

Further information as to the nominal value of bonds received by witness and his co- 
trustees, and the amount handed over to the Honduras Commissioner, Haslewood 6583- 
6591. 

Facility, if a little time be given, of accounting for the expenditure of the balance of 
103,000/. handed over to witness and his co-trustees for the loan of 1872 by the trustees 
of the loan of 1870, Pim 6632-6634. 

Explanation as to witness having been not only special commissioner in regard to the 
railway loan, but also one of the trustees for the projected loan of 1872; denial that this 
trust in any way embraced the previous loans beyond the disposal of the balance handed 
over by the previous trustees, Pim 6643-6650. 6659-6673. 

Duty of witness and his co-trustees to have applied the money from the 1872 loan (if 
it had only been obtained) to the promotion exclusively of the railway ; hence the selec- 
tion, as trustees of such practical men as Mr. Haslewood, Mr. Kerferd, and himself, 
Pim 6645. 6647-6658. 6665-6668. 

Obligation upon the trustees to pay the balance of 103,000 1, according to the orders 
of Don Carlos Gutierrez, without seeing to its application, Pim 6659-6664. 6666- 
6672 Nothing was taken from the trust balance for promoting the loan in Paris, 2d. 


6672. 


3. Remuneration of Captain Pim exclusively by Salary : 


Salary of 1,500/..a year attached to the appointment of special commissioner which 
witness held for about a year, Pim 1860-1863 Witness. never received a penny 
beyond his stipend, and never “dabbled” in the bonds, ib. 1905, 1906——As regards a 
balance of about 3,000/. paid over to Don Carlos Gutierrez early in 1873, none of the 
money ever came into witness’ hands, 7b. 2052, 2053 Total of from 3,500 2. to 4,000 A. 

_ Teceived by witness in his capacities as special commissioner and as trustee, ib. 2075— 
2082. 2102-2114. 


Witness repeats that he never received sixpence of Honduras money beyond his 
specified salary ; his sole object was to secure the completion of the railway, Pim 5387. 
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HonpvurAs Loans—continued. 
VI. Proposed French Loan in December 1872, §c.—continued. 
3. Remuneration of Captain Pim exclusively by Salary—continued. 


5397 Great sacrifices made by witness in promoting a railway through Honduras 
instead of through Nicaragua, Pim 6642——-He repeats that he never made a shilling out 
of the bonds, directly or indirectly, 26. Very hard work of witness in return for the 
remuneration received, 7b. 6673. 


4, Expectations held out to the Bondholders in connection with the proposed 
Loan : 


Cireular, dated Paris, 12th December 1872, issued by Captain Bedford Pim, as special 
commissioner of Honduras, assuring the Honduras bondbolders that he had completed 
very satisfactory arrangements on their behalf, Clarke 656-659. 


Grounds for the conclusion that if the French loan had been successful, so that the 
railway might be completed and equipped from sea to sea, all would have been well, and 
the bondholders of 1867 and 1870 would have been secure, Pim 1902-1904. 2095- 
2097 Thorough belief of witness, at the time, that the prospectus of the French loan 
of 1872 was perfectly accurate, 2b. 2065-2069. 

Letter from Captain Bedford Pim, dated Paris, 12th December 1872, stating that 
final arrangements had been coucluded by which the Government of Honduras would be 
enabled to meet all its liabilities, and to complete the railway, App. 122. 


4) 


5. Prospectus of the Loan : 


Prospectus of the loan sought to be raised in Paris by Captain Bedford Pim for 
5,000,000 francs, or 200,0007, ; App. 122, 123. 


6. Interference of the French Police: 


Reference to the loan proposed to be issued in Paris in December 1872, as haying 
been summarily stopped by the French police, Clarke 660-663. 


7. Conflicting Statements by Captain Pim and M. Herran relative to the 
Cause of Failure of the Loan: 


Explanation in connection with the loan sought to be brought out by witness in Paris, 
and the failure thereof because he would not lend himself to certain extortionate démands 
of the Honduras officials in Paris, which led to his imprisonment, Pim 1895-1901. 
2013-2022: M. Herran and his son-in-law, M. Pelletier, said they would not agree 
to the loan being launched until witness took care that the former had 40,000 /. and the 
latter 16,000 1., 2b. 1900 Success of the French loan if it had not been for the con- 
duct of the Honduras Minister and Consul General in Paris, ib. 2013-2022. 


Witwess is desirous of confirming on oath his letter of 7th April to the Chairman of 
the Committee; he positively denies that directly or indirectly he ever asked for a sum 
of 40,000 1, or any other sum in connection with the loan proposed to be issued in Paris 
through Captain Pim, Herran 5276-5270. 


Statement that Captain Pim was never appointed special commissioner by the 
Honduras Government; examination hereon relative to his appointment in that capacity 
by Gutierrez, Herran 5271, 5272. 5340-5352. 

Evidence to the effect that Captain Pim was arrested in Paris because his papers were 
not in order, and that witness did not cause his imprisonment, but on the contrary, took 
active steps to procure his release ; reference hereon toa letter from Captain Pim, asking 
for witness’ interference with the French authorities, Herran 5273-5275. 5360, 5361. 
5364-5375- 

Approval of witness’ conduct, and repudiation of that of Captain Pim by the Honduras 
Government, Herran 5362, 5363. 


Reason why witness declined to put himself in communication with M. Herran, in 
Paris, in reference to the proposed loan, Pim §388, 5389 Denial of the evidence of 
M. Herran, on certain points in reference to the imprisonment of witness in Paris; 
explanation hereon relative to a letter from witness, after his arrest, tv M. Herran, 7b. 
5390-5393. 5402-5404. 5406-5413. ; 

Conclusion as to the authority of Senor Gutierrez to appoint witness special commis- 
sioner; partial approval of M. Herran’s conduct by one of the many revolutionary govern- 
ments which are formed in Honduras, Pim 5394-5401. 


_ Positive reiteration. of the statement that M. Herran and M. Pelletier required respec- 
tively 40,0002, and 10,0001. for their concurrence in the issue of the loan by witness, 
Pim 5405. 


Evidence, documentary as well as verbal, in further refutation of certain statements 
made by M. Herran, and in justification of witness’ action in reference to the projected 
loan, Pim 6634-6642. 

Joint statement by M. Victor Herran and by M, Eugene Pelletier in answer to 
Captain Pim’s accusations, App. 90-92. 

Letter 
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HonpurAs Loans—continued. 
VI. Proposed French Loan in December 1872, &c.—continued. 
7. Conflicting Statements by Captain Pim and M. Herran, &c.—continued. 


Letter from M. Victor Herran to the Chairman of the Committee, dated 7th April 
1875, in reply to, and in denial of, certain statements by Captain Bedford Pim, App. 
124, 125. é 

Copy (translation) of decree of the Honduras Government, dated 1st May 1873, in 


reference to the action of M. Herran in preventing the issue of the loan of December 
1872 by Captain Bedford Pim, App. 128. 


g. Interest taken in the Loan by Mr. Bischoffsheim and Mr. Lefevre: 


Great anxiety evinced by Mr. Bischoffsheim and Mr. Lefevre in the completion of the 


railway ; hence Mr. Lefevre paid 15,000 L and Mr. Bischoffsheim 10,000 /. inorder to 
float the loan, Pim 6672. 


9. Inadequacy of the Loan as regards the Requirements of the Railway: 


Entire inadequacy of the 200,000 J. loan sought to be raised in Paris in 1872 for the 
completion of the whole railway, Waring 1839-1842. 


10. Official Statement on the part of the Honduras Legation : 


Explanations on the part of the Honduras Legation in London relative to the attempt 
to raise a second loan in Paris, with details as to the failure thereof, App. 75-78: 


11. Summary by the Committee: 


Review of the circumstances under which, in December 1872, arrangements were 
made by Captain Bedford Pim, under authority from Don Carlos Gutierrez, to issue a 
loan of 2,000,000 /. in Paris, Rep. xxiii Protest made by the Honduras Minister in 
Paris, which led to the arrest of Captain Pim, whereupon tie attempt to issue the loan 
was abandoned, 7b. xxiv. 


VII. Railway : 
1. Surveys, Estimates, and Contracts : 


Contract of witness’ firm with Mr. M‘Candlish, in May 1868, for the execution of the 
first section of the Honduras Railway, which Mr. M‘Candlish had already contracted 
for with the Honduras Government, Waring 1620-1630. 1644-1648. 1652, 1953 
Division of the railway into three sections, the first being fifty-seven miles long, and the 
contract price about 8,000 1. per mile; length of the second and third sections respec- 
tively, 2b. 1622-1627. 1649-1651 Reliance placed by witness’ firm upon Mr. 
M‘Candlish’s surveys and estimates; these surveys were eventually given up to Mr. 


Brunlees, the Government engineer, 2b. 1631-1643. 1655-1658. 


Separate contracts for the second and third sections of the railway, the contract price 

for the second having been g30,000/. and for the third 800,0001., Waring 1750-1760. 

Reference to a railway survey made in Honduras several years ago; independent 
data upor which Mr. M‘Candlish based his calculations, ib. 1843-1850. 


Part taken by witness in the survey of Honduras by Colonel Stanton in 1857-58, 
Taylor 2121-2126 Colonel Stanton reported to Sir John Burgoyne ; belief that the 
report was to the effect that a railway would not pay, 7b. 2130-2132. 


Contract by witness for the first section of the Honduras Railway; subsequent part- 
nership with Messrs. Waring, M‘Candlish 2867-2869 Nature of the survey, and data 
upon which witness took the contract; he had not seen any report by Colonel Stanton, 
ib. 2870-2878. 

Avreements, dated 25th October and 25th November 1867, between M. Victor 
Herran and Don Carlos Gutierrez, of the one part, and Mr. Mé Candish, of the other part, 
for the construcion of a railway by the latter; App. 4, 5——Specification as regards 
the tramway and other preliminary and incidental works and services, 1b. 5, 6 


2. Progress made with the Works : 


Commencement of the works of the railway in November 1868, their final suspension 
dating from 15th May 1872, Waring 1643. 1654 Nature of the preliminary works 
executed upon the second and third sections up to the suspension of the works in May 1872, 


ib, 1762-1769. 


Statement as to the railway being now open and in working order, Pim 2092. 


3. Character of the Country, and Prospects of the Line, if completed. 


Working of the first section by witness’ firm for some months after its completion 
Waring 1739- 1779-1772 Opinion that the first section may be worked at a profit; when 
witness’ firm ceased to work it the working expenses were nearly covered, 7b. 1773-1 7406. 
1825 Dense forest through which the railway was chiefly to pass; large quantity of 
mahogany along the line, ib. 1815-1818 Data for the conclusion that the line would be 
remunerative if completed from sea to sea, @d. 1825, 1826. 1836-1839. 
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HONDURAS LOANS—continued. 
VII. Raihwoays—continued, 
3. Character of the Country, and Prospects of the Line, &.—continued. 


Satisfactory result of inquiries made by two engineers sent out to Honduras by witness 
in reference to the railway, Pim 1903. 1941. 2070-2074 At this moment 3,000\tons 
of mahogany are waiting shipment, 7. 2092—— Belief that if completed frony sea to sea 
the railway would pay handsomely on a capital of five millions, id, 2094~2097. 


Further expression of the opinion that the railway if completed, from sea to sea, would 
pay a moderate interest upon the cost of construction, besides paying its working 
expenses, Waring 2119, 2120. c 

The country along the railway route, as proposed in 1857-58, was all jungle and desert, 
and there were no Europeans in the interor, Taylor 2127-2129—— It. is the most “ God- 
for-saken ” country imaginable, 2d. ON. 

Confirmation of Mr. Waring’s evidence on the subject of the railway, M*Candlish 
2879 Belief that the first section of the line would by itself have more than paid its 
working expenses, and that a railway complete from sea to’sea would be renumerative, 
2b. 2880-2883. 

Letters from Mr. W. A. Brooks to Captain Bedford Pim, dated. 2nd and 3rd December 
1872, containing sundry details relative to the condition and prospects. of the railway 
scheme, App. 107-109. 


4. Payments on account of the Railway ; great Default on this score, 


Large payments to Messrs. Waring Brothers in cash out of the proceeds of the loan 
of 1867, besides which there was a payment in bonds, Davids 1259-1261. 


Payments received by witness’ firm under their contract from the vailway trustees of 
the loan of 1867, Wariny 1659-1 665— Certificare from Mr. Brunlees under which each 
payment was made to the contractors, the first advance (50,000 1.) having been on the 
1oth November 1868, 7b. 1671-1680 Total of 292,848 7. received from the railway 
trustees up to the 20th September 1870, 7b. 1681-1684. 


Explanation of the circumstances which led to the so-called convention of October 
1869, whereby 200,0002. of bonds were placed with witness’ firm to be issued at 
76 s. 12 d. per 1002. bond, and to be applied to the construction of the first section of the 
railway, Waring 1685-1697 Information as to the date and mode of sale of these 
bonds, the proceeds towards the railway having been 153,200 l., id. 1698-1 716——Ex- 
ception taken to the view that by issuing the bonds in advance the cash payments. to the 
contractors were made unduly in advance, éb. 1724-1731. 


Further information relative to. several items and dates of receipt under the: railway 
contract, the total received for the first section, having been about 456,0001., and for the 
second and third sections 233,643 U.; the last receipt was on the 16th Octsber 1872, 
Waring 1732-1749~-—The total amount received on all accounts, including maintenance, 
was 689,745, ib. 1741, 1747—-—Short payment of witness’ firm to the amount of more 
than 60,000 4., id. 1747. 1810. 


Constant complaints by witness’ firm relative to the short payments received on account 
of the construction of therailway ; correspondence with the Honduras Minister onthe subject 
commencing in October 1870, Waring 1777-1791——Statement that the firm never re- 
ceived any money under the head of « Expense Stock,” ib. 1806-1809 Abandonment 
by the firm of their claim upon the Honduras Government, in consideration of the latter 
having released them {rom all liability as to the construction of the secund and third sec- 
tions cf the railway, 2d. 1810-1814——Disposal at about 761. 12s. per bond of the 
50,000 /. worth of bonds allocated directly to witness’ firm, 20. 1829, 1830, 


Examination relative to the very large sum not applied to the railway out of the two 
- English loans, as well as the large sum (721,3072) not accounted for, Pim 2034-2047. 
2054-2064. . ‘; 

Witness submits originals of some of the printed correspondence between his firm and 
the Honduras Minister ir 1871, on the subject of payments for railway construction, 
Waring 2192—— Payment of cheques to witness’ frm in the names of Don Carlos 
Gutierrez and his co-trustees for the railway for the time being, ib. 2214-2216, 

Payments to the amount of 145,254 to the railway contractors in respect ‘of ‘the 
Joan of 1870; doubt whether these payments all came out of the loan, Waterhouse 
3008-3017——Issue of 200,0002. in bonds to Messrs. Waring at. 76 J, 12's, and of 
50,000 /. in bonds, which they took « firm,” 2b. 3073. 

Amount of the payments made to Messrs. W aring, the railway contractors, and to Mr. 
Brunlees, the engineer, Ford 5683-5695 Aggregate payment by the trustees of 
101,254 1. to the railway contractors, and of 6,675 0. to the engineer, id. 6065-6068. 

Ageregate of 141,254 l. paid to contractors, and 6,675 1. to the engineer, as the. total 
payments in respect of the railway after a certain period, Waterhouse 6338-6340. 6431- 
6433. 6503-6506 Total payment of only about 200,000 . to the railway trustees and 
the Honduras Government out of the loans of 1869 and 1870, ib. 6524-6527. 


Payment 
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Honpvuras Loans—continued. 
VII. Railways—continued. 
q 4, Payments on account of the Railway; great Default, &c.—continwed. 


Payment of 4,000 1. to the railway contractors out of the balance handed over to Messrs. 
Pim, Haslewood, and witness; payment also of from 4,0007. to 5,000/. to civil engineers 
sent out to examine the country, Kerferd 6631——Statement submitted by Mr. Waring, 
showing the cash received on the first, second, and third sections of the railway ; total of 
472,513 l. on the first section, of 145,627 J. on the second, and of 71,605 /. on the third, 
App. 4344- 

Several contracts with Messrs M‘Candlish & Waring for the construction of the rail- 
ways tatal of 2,230,000. to be paid to them under these contracts, whereas the payments 
amounted to only 689,745, Rep. xxi——Comments by the Committee upon the defaults 
in the payments under the railway contracts, and upon the action of the trustees in the 
matter, id. 


5, Explanations on the part of the Honduras Legation: 


Sundry details in the Historical Account supplied by the Honduras legation relative 
to the origination of the railway, the various attempts made to secure its construction, 
and the causes of the failure thereof, App. 55 et seq. 


6. Official Suggestions as to the Provision of Means for the Completion of 
the Line: 


Statement by the Secretary of the Honduras Legation, in conclusion of his Historical 
Account, setting forth the great resources of Honduras, the facilities of completing the 
construction of the railway, and suggesting certain alternatives for obtaining funds for 
the purpose, App. 100-103. 

Aroument in Historical Account that Messrs. Bischoffsheim & Goldschimidt, and 
Messrs. Dreyfus, Scheyer & Co., are morally bound to come to the aid of the Honduras 
Government, by devising a substantial combination for the completion of the railway, 
App. 102, 103. 


VIII. Shipments of Mahogany and Fustre, and Receipts therefrom : 


Reference to a published statement in June 1870, as to certain shipments from Hon- 
duras on account of the loan of 1867; issue shortly after this statement of the prospectus 
of the loan of 1870, Clarke 616, 617. 


Statement on the subject of a certain bill of lading sent to amALess: firm for a cargo of 
Honduras mahogany to be sold in England on behalf of the bondholders, Hart 784-797. 


Sundry details in connection with the bill of lading before referred to; bills of ex- 
change for 2,0007. were also received by witness’ firm on Don Carlos Gutierrez, but 
were refused acceptance by him, though they were subsequently paid on maturity by 
Bischoffsheim & Goldschmidt, Hart 969-979. 1013, 1014. 


Particulars relative to the cargoes of certain vessels from Honduras to London in 
1870, and the persons to whom consigned, Pittar 1078-1091 5 Cooper 1092-1120—-— 
Sundry details in connection with certain cargoes of mahogany and cedar shipped by the 
firm of Melhado & Morrice (witness being a partner) from Honduras to London in 1869 
and 1870; payment of 6,000 J. on account of these cargoes by means of bills of exchange 
on Don Carlos Gutierrez, Binney 1121-1162. 


Reference to certain receipts from Messrs. Bischoffsheim & Goldschmidt in respect of 
sales of timber, Davids 1287. 1292-1300——Iuability of witness to explain by. whom 
certain bills of exchange drawn by the Honduras Government upon Don Carlos Gutierrez 
were paid; nor does he know what the bills were drawn for, ib. 2142-2149 Belief 
that a clerical error on the part of the accountant was the cause of an excessive payment 
to Messrs. Bischoffsheim & Goldschmidt for commission on the sale of some mahogany from 
Honduras, 7b. 2150-2164——Business of the accountant,and not of witness, to examine 
the accounts of sales, 1b. 2158. 2160. 21177-2179——Charge of five per cent. as commission 
upon the gross proceeds of sale of a cargo of mahogany per the “ Cezard,” 2b. 2165- 
2169. 


Grounds for the conclusion formed by witness that Government shipments. of mahogany 
from Honduras had actually commenced, Evans 2344-2348. 


Reference toa certain clerical:error and overcharge in anyaccouut of sale of produce 
-as having been put right by Messrs. Bischoffsheim & Co., Waterhouse 3062-3064 
Conclusion.as to a payment of 15,800, in order to meet eight bills of various amounts 
having had referenee to. cargoes. of mahogany from Honduras, ib. 6463-6470. 

Sundry papers relative to the shipments of mahogany and fustic, App. 41,.42- 

Summary by the Committee of the evidence rélative to the shipments of mahogany 
and fustic from Truxillo on account of the Railway Loan of 1867; publicity given to 
these shipments previously to the issue of the prospectus ofithe loan of 1870; Rep. x, xi 
—— Purchase of these cargoes from private'traders by a committee composed of mem- 
bers of the Government, ib. xi. 
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HonpurAS LOANS—continued. : 
VIII. Shipments of Mahogany and Fustic, and Receipts therefrom—continued. 


Conclusion that the purchase of the cargoes, and the public announcements of their 
arrival were intended to induce, and did induce, the public to believe that the hy pothe- 
cated forests were providing means for paying interest upon the loans, Rep. xi —— 
Steps taken to issue the new loan immediately after the publication of the arrival of the 
cargoes of mahogany, 2b. 


IX. Conflicting Statements as to the Resources of Honduras : 


God-forsaken character of the country, Taylor 2127 Steps taken by witness to 
dissuade every one he knew from having anything to do with the Honduras loan of 
1867; that is, on account of the utterly inadequate resources of the country, 2b. 2133- 
2141. 

Direct evidence received by witness as to the great productiveness of Honduras, Pim 
1903 Evidence to the effect that in the shape of sulphate of copper, as well as of 
timber, Honduras has ample resources to meet the service of the loans, the only difficulty 
being the want of means for the completion of the railway, Hazlewood 6595-6630. 


Statement in Historical Account relative to the great natural resources of Honduras, 


App. 100-102. 


Communication from Dr. Bervhard, relative to the resources of Honduras, more 
especially in mines and timber, App. 109, 110. 


X. Correspondence in July 1872, between the Council of Foreign Bondholders and 
the Honduras Minister : 


Communication from Don Carlos Gutierrez to the Council of Foreign Bondholders, 
dated gth July 1872, stating that provision had been made for the service accruing in 
1872 upon the Honduras loans, and that due steps would be taken for the completion of 
the Inter-oceanic Railway, Clarke 650——Further communication from the Honduras 
Minister, dated 25th July 1872, questioning the right of the Council of Foreign Bond- 
holders to ask for explanations relative to the credit and financial condition of the 
Honduras Government, 7b. 651 —-Letters from the Council on the 4th and 26th July 
1872, which led to the foregoing communications, ib. 652-655. 


XI. Sanguine Views held and expressed by Captain Bedford Pim as to the 
Prospects of the Bondholders : 


Statement as to Captain Bedford Pim having on several occasions strongly advised 
witness not to part with his bonds; this was at the office of the Honduras Legation, 
Hodges 1439-1452. 

Public meeting of the bondholders called by witness, at the request of Don Carlos 
Gutierrez, on the 26th July 18723; written address by witness on this occasion, re-assuring 
the bondholders as to their prospects, and as to the exemplary good faith of the Honduras 
Government, Pim 1870-1874. 1881. 1888. 


General knowledge upon which witness expressed the conviction in July 1872, that 
the next coupon and drawing would be provided for; he had not inquired into the real 
state of Honduras finances, Pim 1882-1888 Reference to the constant civil wars in 
Honduras as having been the cause of the failure of Government to meet its engage- 
ments, 7b. 1888, 1889. 2007. 2011. 2064. 


Statement as to witness having advocated a plan by which the loans of 1867 and 
1870 would have been liquidated by means of freehold land in exchange for the bonds, 
Pim 1889-1894. 2015. 2023-2026, 


Examination to the effect that witness had made no inquiry as to the revenues or 
financial condition of Honduras, or as to thé sources whence she had paid. interest on 
her loans, when he stated publicly in July 1872, that she “had met every.obligation to 
the hour,” Pim 1938-1952. 


Advice given by witness to the bondholders not to throw away their bonds; belief that 
if they will stick to their bonds they will get their money back, Pim 2032, 2033. 


XII. Representations on the part of the Bondholders’ Protection Committee : 


Representation by witness of the Honduras bondholders’ protection committee, Watt 
3074 Investment in Honduras bonds by all classes of society, from the highest to 
the lowest, some holders being domestic servants, 7b. 3075-3080 Object of the pro- 
tection committee to obtain restitution for the bondholders, 7b. 3081-3083 Intention 
of the committee to press the London and County Bank for restitution, as holding them 
responsible for the fraud practised, 7b. 3084, 3085. is eee 

Witness has seen Mr. Bischoffsheim and asked him whether he had any proposal to 
make for restitution; particulars of what occurred at this interview, Mr. Freshfield 
having been present, Watt 3108-3123. ) ) Had 
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XIII. Meeting of Bondholders and Report by Committee of Investigation : 
Account in detail of the meeting of Honduras bondholders on the 1oth January 1873; 
explanations given in detail at this meeting by Captain Bedford Pim, App. 78-89. 


Report of the Committee of Investigation appointed by the bondholders at the meeting 
of 10th January 1873, App. 92-94. 


XIV. Projected Formation of the Interoceanic Railway Company; Failure 
thereof : 


Reference to a certain proposal for the conversion of the Honduras bonds into railway 
shares, this having fallen to the ground, Clarke 686-691. 


Account of the meeting of bondholders held on 24th August 1873; formation of a 
Company for ensuring the construction of the railway, App. 95-98——Entire failure of 
the projected company, 7b. 98, 99 Difficulties by reason of the revolution in Hon- 


duras in January 1874, 2b. 


Appendix to the memorandum of association of the Honduras Interoceanic Railway 
Company (Limited), App, 114-117. 


XV. Rise and Fall in the Price of the Bonds of the different Loans : 


Diagram, prepared by Mr. Cracraft, showing the rise and fall in the prices of the 
bonds, App. 194. 


XVI. Difficulty experienced by the Committee in obtaining Information : 


Great difficulty experienced by the Committee in obtaining evidence of the facts and 
documents relating to the different loans, Rep. xxv, xxvi. 


XVII. Historical Account supplied by the Honduras Legation : 


Letter from Don Carlos Gutierrez to the Earl of Derby, dated 24th February 1875, 
proposing to furnish the Select Committee with full information on various points in con- 
nection with the Honduras loans, App. 53. 


Historical account, by the secretary of the Honduras Legation, of the mischances in 
regard to the construction of the ralway; the failure of the loans solicited for the pur- 
poses of the undertaking ; and the principal difficulties which have occurred at each fresh 
combination attempted for the completion of the line, App. 55-123. 


Sundry official documents appended to the historical account supplied by the Hon- 
duras Legation, App. 103-107. 


Explanation of the circumstances under which the minister of Honduras, Don Carlos 
Gutierrez, placed before the Committee “* An Historical Account of the Mischkances in 
regard to the construction of a Ratlway across the Republic of Honduras,” Rep. iv. 


XVIII. Obstacles raised by Don Carlos Gutierrez as to Attendance before the 
Committee, and as to the Supply of Documentarg Evidence: 


Correspondence on 18th and 1gth March 1875 between the Chairman of the Com- 
mittee and Don Carlos Gutierrez upon the question of the latter making any communica- 
tion to the Committee ; difficulties raised by him, App. 53, 54; Rep. xxv, Xxvi. 


Circumstance of Don Carlos Gutierrez not only having declined to give evidence 
before the Committee, but having withheld from them numerous important documents in 
his possession until their existence and custody were otherwise established, Rep. xxv, 
XXVi. 


XIX. Antecedents and personal. Character of Don Carlos Gutierrez : 


Belief that previously to 1861 Senor Gutierrez had been a clerk to a commercial firm 
at Liverpool, Hart 714-716. 

Witness has always found Don Carlos Gutierrez a straightforward and honourable 
man, Pim 2063, 2064. ; 

Explanation, on the part of Don Carlos Gutierrez, in reply to the statement that he 
was a clerk-in a commercial house, App. 128. 


Statement in Historical Account that “ the minister in London represents good faith, 
disinterestedness, and the spirit of conciliation,” and that “ he has frequently been the 
victim sacrificed on the one side for the interests of the railway and of his country, and 
on the other for the complaints of the bondholders and the difficulties in Europe,” 
App. 102. . 


XX. Conclusions of the Commitiee in strong disapproval of the Conduct of the 
Honduras Minister in reference to the different Loans : 


Obligation felt by the Committee to record their views of the use made by the Honduras 
Minister of his official position, and the effect of his conduct on the English public, 
Rep. xxiv Prominent part taken by Don Carlos Gutierrez in the whole of the 

367. 4C . transactions 


oe 


258 HONDURAS LOANS. 


: Report, 1 875—continued. 


HonpurRas Loans—continued. 


XX. Conclusions of the Committee in strong disapproval, §¢,—continued. 
transactions connected with the loans; sanction by him of many acts which the 


Committee are compelled to disapprove, Rep. xxiv Contract, through his agency or with 
his cognisance, of loans to an extent far beyond any possibility of repayment ; he 
alsa entered into most censurable contracts, 7. 


Impropriety of the sanction given to Stock Exchange dealings and speculations, 
Rep, xxiv The Honduras minister was also a party to the purchase of the mahogany 
cargoes, and permitted the public to be misled by the announcements in relation to them, 
ib. Comments upon the conduct of Don Carlos Gutierrez in several other respects, 
ib. XXIV, XXV. : 


XXI. Non-attendance of Mr. H. L.. Bischoffsheim as a Witness : 


Application by Mr. Bischoffsheim to be excused from examination as a witness on the 
ground that a Chancery suit had been commenced against him in relation to one of the 
loans, Rep. xxvi Medical certificate also submitted on the part:of Mr. Bischoffsheim, 
the Committee eventually deciding not to enforce his attendance, 7. 


XXII. Obstacles to the Attendance of Mr. Lefevre; impracticable Offer made by 
him on the subject : 


Failure of witness’ efforts to serve a summons upon Mr. Lefevre, requiring his attend- 
ance before the Committee, Poingdestre 1489-1492. _ 

Letter from Mr. Lefevre to the Chairman of the Committee, dated Chamant (France), 
7th April 1875, objecting on certaim grounds to give evidence before the Committee, and 
stipulating for sundry conditions before he can consent to appear as a jwitness, 
App. 129. 

Inability of enforcing the attendance of Mr. Lefevre, he being resident in France, 
Rep. xxvi Inpracticable offer made by Mr. Lefevre to appear before the Committee ; 
unreasonable conditions and terms stipulated for on his part, 2b, 


XXIII. Antecedents of Mr. Lefevre : 


Embarrassed position of Mr. Lefevre in 1864, and previously to the Honduras loan of 
1867 : financial agency business in which he was then engaged, Gossip 2506-2513. 25765. 
Communication from the French Minister for Foreign Affairs, dated 1st June 1875, to 


the effect that in May 1856 Mr. Lefevre was condemmed, by default, at Paris, to two 
years’ imprisonment for breach of trust, Rep. xxiv, xxv. 


XXIV. Alleged Bribes or Presents by Mr. Lefevre in connection with the different 
Loans: 


Statement as to Mr. Lefevre having sent 4,0001, worth of jewellery to Madame 
Gutierrez, as a present in order to obtain influence through her with her husband ; this 
was previous to the issue of the 1870 loan, Crossip 2528-2545. 2721, 2722. 2745, 2746 
Cognisance of Mr. Evans as to the present to Madame Gutierrez, 1b. 2531. 2534- 


Statement also as to Mr. Lefevre having sent by witness at Christmas 1869 a cheque of 
3,000 1.10 Mr. Sharp, solicitor of Old Broad-street ; grounds for the conclusion that this 
was a present, Gossip 2546-2555. 2616-2627. 2650-2659. 

Statement also as to 10,0007, having been sent to President Medina in Honduras ; 
that is, less 2,0002. which Mr. Lefevre pocketed for discounting bills to the amount of 
10,000 1. Gossip 2556-2561. 2592-2598. 


Denial that witness knows anything of an alleged present of jewellery from Mr. Lefevre 
to Madame Gutierrez, as deposed to by Mr. Gossip; nor does he believe that such pre- 
sent was made, Evans 2747, 2748 Denial also that witness ever. superintended 
Mr. Lefevre’s books, 7b. 2748. 


Grounds for the denial that bills to the amount of 10,0007. were discounted by 
Mr. Lefevre, and that 8,000 /. were sent to the President of Honduras, Mr. Lefevre taking 
2,000 1., Evans 2752-2758 Belief also that no cheque for 3,000 7. was ever sent as a 
present'to Mr. Sharp, solicitor, as dated by Mr. Gossip, 76. 2759. 


Explanation that the date at which witness took the 3,000 7. cheque to Mr. Sharp was 
probably the Christmas of 1867 or 1868, Gossip 2866. 

Emphatic denial on the part of Don Carlos Gutierrez that 4,000 /. worth of jewels had 
been presented to Madame Gutierrez, App. 128. 


XXV. Relations between one of the Informants of the Committee and the Prinetpals 
implicated by his Evidence : 


Discontinuance of witness’ engagement with Mr. Lefevre in February 1871; subse- 
quent employment by Don Carlos Gutierrez for nearly a ‘year, Gossip 2580-2585 
Cessation through illness of witness’ engagement with Don Carlos Gutierrez, 1b. 2599- 
2604 Recent interview of witness with the Honduras minister in Paris, by whom he 
has been deputed to lay a certain document before the Committee, 1b. 2604-2607. 2744. 
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HonpDurAsS LOANS—continued. 


XXV. Relations between one of the Informants of the Committee, &c.—continued. 


Unfair treatment of witness by Mr. Lefevre, so that he left his service after a quarrel 
between them ; subsequent employment of a solicitor by witness in order to recover some 
pay due to him by Mr. Lefevre, Gossip 2608, 2609. 2635. 2660-2678 Circumstances 
under which witness applied to Mr. Bischoffsheim for employment, but without success ; 
he did not solicit any money or loan from Mr. Bischoffsheim, 7b. 2646-2649. 2732-2743. 


Explanation relative to certain letters of application from witness to Don Carlos Gu- 
tierrez or his wife; the last letter solicited a loan, but wothing was said in it about witness 
giving evidence before the present Committee, Gossip 2679-2720 Appeal made by 
witness to Mr. Lefevre subsequently to the recovery of his pay; he has made no applica- 
tion to him for about a year, ib. 2723-2731. 


XXVI. Absence of Remittances from Honduras for the Service of the Loans: 
The payments on account of interest, and in discharge of bonds drawn, have been made 
wholly out of the proceeds of the loans, Honduras having apparently not attempted to 
provide any funds for the purpose, Rep. xxiv. 


XXVIL, Yotal Indebtedness of Honduras in respect of Principal and Interest : 


Examination showing that the total indebtedness of the Honduras Government for its 
loans in Europe is 5§,398,6220., principal, and 1,1§0,533/., arrears of interest, Clarke 
664-685. 

Tabular statement, showing a present total indebtedness of 6,527,393 J. in respect of 
the three loans (1867, 1869, and 1870), Rep. xxiv Total of 1,230,164 2. as the amount 
of interest in arrear included in the foregoing sum, 2b. In return tor this immense liabi- 
lity Honduras has obtained an abandoned section of a line of railway fifty-three miles in 
length, for which the contractors have received 689,745 l., 2b. 


Hypothecated Securities. Advantage of some means of ensuring that hypothecated reve- 
nues are duly paid over, Cohen 5211, 5212——Importance of a description and registra- 
tion in respect of the securities hypothecated to the service of each loan, Sheridan 5913. 
5959. 

Statement as to the several defaulting Governments having taken no steps to apply 
the revenues specially hypothecated in discharge of their liabilities, Rep. xlv. 

Suggestion by the Committee that in case of special hypothecation the prospectus 
should contain a full statement of the revenues, lands, forests, public works, or other pro- 


perty upon which the proposed loan is secured, and of prior charges, if any, upon such 
security, Rep. xlix. 


Z: 


Insurance (Remission of Proceeds). Practice of insuring when the proceeds of the loan are 
remitted in specie to the foreign government, White 84. 


Interest on Loans. Advantage of the public being informed from time to time of the 
amount actually paid away in half-yearly interest ; importance of information by this 
means as to the amount of any loan bought back by the contractors, Lewis 4810- 
4819. 

Issue of Loans. See Agents and Contractors. Stock Exchange. 


Italian State Domain Loan. Circumstance of the whole of the Italian State Domain Loan 
having been bought back before allotment, and having been all repurchased and eventually 
placed before the settling day, Fleming 4222, 4223. 4345, 4349. 


J. 


Jobbers or Dealers (Stock Exchange). Convenience to the public under the system of 
jobbers who are ready to buy from or sell to brokers at a limit of price, De Zoete 597- 
599. See also Dealings before Allotment. 


Joint Stock Companies. Instances of gross misrepresentation to the Stock Exchange Com-~ 
mittee in the case of companies, but not of loans, De Zoete 235-237. ‘ 
See also Leeman’s Act. Shares. 


Kerferd, George. (Analysis of his Evidence.)—As one of the trustees of the Honduras 
Loans proposed to be issued in 1872, confirms and supplements the evidence of Mr. 
Haslewood as to the disposal of the bonds and cash received from the previous trustees, 
6631. 
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Kirkwood, James. (Analysis of his Evidence.)}—Was formerly Secretary to the Committee 
of Spanish-American bondholders, 1941 The Federal debt was divided among the 
five Central American States, the share of Honduras, with accumulated interest, amount- 
ing in 1867 to 92,500 0.; 1042-1047. 1055-——At a public meeting of the bondholders 
in July 1867, it was resolved to accept § per cent. bonds to the amount of 55,0001. as a 
compromise for the total of g2,500/., this compromise having been agreed to by Don 
Carlos Gutierrez and another gentleman on behalf of Honduras, 1048-1070-——The 
interest was paid on these bonds from 1867 to 1872; 1068-1077. 


Knowles § Foster. See Costa Rica Loans, II. 


Li 


Laing, Samuel, M.P. See Paraguay Loans, I. 9; II. 9. 
Lawson, Peter & Son. See San Domingo Loan. 


Leeman’s Act. Inoperativeness of Mr. Leeman’s Act, the object of which was to render 
illegal all bargains in bank shares unless the numbers of the shares were supplied with 
each sale; statement in defence of the disregard of this Act on the Stock Exchange, De 
Zoete 475-482. 522-539. 566-581 Belief that the Act has had no effect in checking 
speculation in bank shares, 7b. 78-581 Belief as to the entire inoperativeness of the 
Act, Cohen 5213-5217. 

Formal protest by the Committee of the Stock Exchange in March 1867 against Mr. 
Leeman’s Bill of that year, requiring the seller of bank shares to give the numbers of 
the shares, De Zoete 5446-5452 Very general disregard of the Act; opinion that the 
restriction under the Act tends to injure rather than to beuefit bond fide holders of shares, 


ib. 5453-546}. 


Lefevre, Charles Joachim. Letter from Mr. Lefevre to the Chairman of the Committee, 
dated Chamant, France, 7th April 1875, objecting to appear as a witness, and stipu- 
lating for certain conditions before he can consent to give evidence in relation to the 
Honduras loans, App. 129. See also Honduras Loans. 


Legal Proceedings. Very disadvantageous position of bondholders in not being able to 
proceed in the courts of law in cases of fraud on the part of foreign governments, Lewis 
4820-4827 Difficulty also as regards proceedings by individual bondholders against 
defrauding contractors, 2b. 4828-4836. 

Consideration of the facilities desirable on the score of legal proceedings against foreign 
governments or their agents, Lewis 4916-4924 Suggestion that the foreign govern- 
ments should sue and be sued through a registered officer, ib. 4917. 4922 Remedy 
required in the direction of power to attach the money in this country of a defaulting 
government, 7b. 4922-4924. 

View of the Committee of the Stock Exchange that the most effectual check to mal- 
practices is to simplify the present cumbrous and costly system of civil and criminal pro- 
cedure, De Zoete 5417—— Conclusion further expressed as to the expediency of simpli- 
fying the mode of civil and criminal procedure; better check thereby to fraudulent mis- 
representations in the prospectus, 2b. 5464, 5465. 5468-5470. 5484-5486. 5525, 5526. 

Opinion that a person issuing a false prospectus should be liable in law io the present 
holders of the securities, Cazenove 5580-5583 Suggestion whether the holder of a 
fraudulent bond purchased in the market should not have a legal remedy against the con- 
tractor for the loan, Medley 5995, 5996. 


Opinion expressed by the Committee that a remedy for such malpractices, as in the 
case of the Honduras loans, should be found in the tribunals ef the country, Rep. xlvi. 


Legislation. Decided objection to any legislation which should have the effect of pre~ 
venting the British public from investing in speculative enterprises, Waring 4601 
Inexpediency of any close legislation as a consequence of the revelations before the 
Committee, Cohen 5179. 5185-5187—— Expediency of its being clearly understood by 
the public that nothing is to be done by legislation, 2b. 5179. 


Absence of analogy between foreign loans and limited liability companies as regards 
the necessity of legislation for the protection of the public, with reference more especially 
to the amount of promotion money in each case, Cohen 5188-5200. 5246-5256 
Difficulty as to preventive legislation on different points, lest trade should be unduly 
hampered thereby, 2b. 5229-5231. 

Belief that the evil in respect of dealings in foreign loans must be left to cure itself, 
and that the public cannot be protected in the matter by legislation, De Zoete 5462, 
5463. 5471 Grounds for the conclusion that any remedy by means of stringent legis- 
lation is impracticable ; futility of Leeman’s Act adverted to in illustration, Medley 5967, 
5968. ; 
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Legislation—continued. 


Conviction expressed by the Committee that the best security against the recurrence 
of evils in connection with foreien loans will be found not so inuch in legislative enact- 
ments as in public enlightenment on the subject, Rep. 1. 


Lewis, Benjamin Loder. (Analysis of his Evidence.)—Possession by witness, in 1872, of 
some Honduras bonds of the loans of 1867 and 1870; inquiry addressed by him to the 
Honduras Minister in June 1872, on the occasion of the heavy fall in the bonds, 1456- 
1465 Reply received from the Honduras Legation, dated 28th June 1872, containing 
satisfactory assurances on the subject, 1466, 1467 Further letter from witness to the 
Honduras Minister early in 1873, after the default in respect of the December drawing ; 
no reply was received, 1468-1476. 

Explanation as to witress having seen Captain Bedford Pim at the office of the Hon- 
duras Legation, Captain Pim stating that the Honduras Minister could not account for 
having written the letter of 28th June 1872; 1477-1488. 


Lewis, Charles Edward (Member of the House). (Analysis of his Evidence.)-— Promotion 
by Mr. Sheridan and witness of the Bill which has been referred to the Committee rela- 
tive to the registration of foreign loans; the structure of this Bill is merely tentative, 
and witness is not responsible for the details, 4778. 4782-4784. 4788. 4795—— Consider- 
able experience of witness, in his professional capacity and otherwise, in reference to 
foreign loans and the proceedings of the contractors, 4779, 4780. 


Grounds for the conclusion that the main evil in connection with the emission of loans 
arises from dealings in unallotted stock and from the publicity given to such dealings by 
the quotation of fictitious premiums, 4780. 4797- 4800. 4867. 4890——- Evidence strongly 
in favour of the compulsory registration of all aegreements and documents in connection 
with the issue of loans; clause to this effect in the Bill before the Committee, 4781-4784. 
4787. 4789-4794. 4908 Circumstance of the question of dealings before allotment 
not being dealt with by the Bull, 4785, 4786 4795, 4796. 4868. 


Importance of compulsory registration of documents as a means of makirg public the 
low price at which loans are contracted for as compared with the price of issue to the 
public, 4787 Expediency also of publicity in cases where an enormous commission is 
paid to the contractor, 2b. Conclusion that certain requirements of the Joint Stock 
Companies Act of 1867, as to the registration of documents, should be extended to 
foreign loans and to the contractors who issue them, 4787- 4789-4794- 


Wide-spread character of the gambling on the Stock Exchange under the system of 
dealings in unallotted stock, 4797. 4867. 4882, 4883. 4890-——Conclusion that the only 
effectual remedy is to prohibit not only all dealings in unallotted stock, but all publication 
or quotation of premiums on such stock, just as the publication of betting advertisements 
has been prohibited, 4797-4807. 4875-4881. 4890-4892. 4895-4905— Pecuniary 
penalty contemplated as a means of enforcing a prohibition of dealmgs in uvallotted 
stock, 4802-4807. 4895-4898. 

Suggestion that there be a registration of each allotment, showing the amount applied 
for and allotted, and the name and address of the allottee, 4808, 4809. 4849-4854——— 
Advantave of the public being informed from time to time of the amount actually paid 
away in half-yearly interest ; importance of information by this means as to the amount 
of any loan bought back by the contractors, 4810-4819 Very disadvantageous posi- 
tion of bondholders in not being able to proceed in the courts of law in cases of fraud 
on the part of foreign governments, 4820-4827 Difficulty also as regards proceedings 
by individual bondholders against defrauding contractors, 4828-4836. 


Belief as to the conscientious and careful action of the Stock Exchange Committee in 
giving a settlement; obstacle to the Committee dealing with the question of buying back 
before allotment, 4837-4839 Undue temptation to investment under the system of 
paying off bonds at par by periodical drawings ; similar system adopted by the Credit 
Foncier and other English companies, 4840-4848—— Expediency of registration apply- 
ing to all subsequent fransactioas after allotment, so that there may be full publicity of 
the arrangements with the contractors, 4854, 4855+ 


‘endency of the conditions and stipulations advocated by witness to keep all bad loans 
off the English market, and possibly some good ones also, 4856-4861. 4867. 4869-4871 
Proposed prohibition of dealings in England before allotment in the case of loans 
brought out abroad, 4862—— Impracticability of preventing the people of this country 
buying bad loans brought out in Paris or elsewhere, if so determined, 4863-4867 
Recommendation that loans brought out abroad be not allowed to be advertised in Eng- 
land, unless the particulars be registered here, 4569. 


Doubt as to any foul play in the conduct of drawings of foreign loans, 4873, 4874 
Circumstance of the “Times ” now refusing to quote deaiings in unallotted shares, 
48'76—— inadequacy of a declaration that there had been no buying back, 4877, 4878 
Disapproval of a mere repudiation by the Stock Exchange Committee of ali bargains 
before allotment, 4879-4881——-Conclusion as to there being no necessity for artificial 
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Lewis, Charles Edward (Member of the House.) (Analysis of his Evidence)—continued. 
buying back in the market, on the plea that it is essential to counteract the operations of 
the “ bears,” 4884-48809. 

Explanation that the registration of dealings in foreign stock should refer only to 
dealings between the agent or contractor and the foreign government, 4893, 4894. 4906— 
4908 Amendment properly required in the Bill before the Committee as regards the 
penalty for omitting to register all documents relating to any loan and its issue, 4909, 
4910 Valuable check by a registration of the primary issue of the bonds, 4911-4915. 

Consideration of tie facilities desirable on the score of legal proceedings against foreign 
governments or their agents, 4906-4924 Suggestion that the foreign government 
should sue and be sued through a registered officer, 4917. 4922 ——Remedy required 
in the direction of power to attach the money in this country of a defaulting government, 
4922-4924. 

Doubt as to the official quotation of such loans as those of Honduras or Mexico giving 
to them a fictitious value, 4925-4928 Long period for which there has been gambling 
in Mexican stock, there being little if any chance of any interest being paid, 4928-4933. 


Loans in Default. See Bad Loans. Costa Rica Loans. Honduras Loans. _Para- 
guay Loans. San Domingo Loan, 


London and County Bank. See Honduras Loans, Il. 4,5; IV. 4,5. 


M. 


M‘Candlish, William. (Analysis ef his Evidence.)—Contract by witness for the first section 
of the Honduras Railway ; subsequent partnership with Messrs. Waring, 2867-2869 —— 
Nature of the survey, and data upon which witness took the contract; he had not seen 
any report by Colonel Stanton, 2870-2878 Confirmation of Mr. Waring’s evidence on 
the subject of the railway, 2879 Belief that the first section of the line would by itself 
have more than paid its working expenses, and that a railway complete from sea to sea 
would be remunerative, 2880-2883. ° 


Mackenzie, J. T. See San Domingo Loan, 7. 


McKewan, William, (Analysis of his Evidence. )—Is joint general manager of the London 
and County Bank, 798 Explains the terms under which the bank undertook to act as 
bankers for the Honduras Loan of 1867; the commission and brokerage to be paid to 
the bank were of the usual amount in such cases, 799-807. i 

Condition of the loan that 5 per cent. was to be paid on application and 10 per cent. 
on allotment, applications having been received from the 11th to the 15th November, 
808-811—+~Total of 74,782/. paid into the bank, on application and allotment, up to 
4th December 1867, representing an allotment of 501,100 /. out of 818,000 Z, applied for ; 
doubt why the balance was not allotted, 812. 819-821 Witness submits a list of the 
applications, 814-818—— Belief that the allotment was made by Mr. Bischoffsheim, 
822, 823. ' 

Authority under which the amount received on application and allotment was paid 
over to Messrs. Bischoffsheim & Goldschmidt, 824-829 Total of only 63,524 7. 
received in 1868 and 1869 in respect of instalments subsequent to allotment; inference 
that the allotment was not bond fide, and that the main portion was bought back in the 
market, 830-847-—— Payment to Messrs. Bischoffsheim & Goldschmidt of the amount 
received for instalments, 847, 848 Witness produces one of the drawn bonds of the 
1867 loan, 849, 850-—~Accidental manner in which witness heard that a Honduras 
loan had been brought out in Paris in 1869; 851-854. 

Instructions from the Honduras Minister under which witness’ bank received applica- 
tions for the loan of 1870; terms upon which the business was undertaken, 855-863 
Allotment of 2,463,200 /. in respect of the loan of 1870 for 2,500,000 1., whereas the . 
total amount received was only 507,6307.; inference that the allotment was not bond 
fide, 864-875 Different persons to whom the total of 507,630/. was paid, the main 
portion having gone to the credit of Mr. Lefevre, 876, 877. 

Balance of go,415 1. paid over to the general trustees, Messrs. Davids & Barnes, who 
acted also as trustees for the 1867 loan; subsequent appointment, in 1871, of Messrs. 
Ford and Widdecombe as trustees, 877-885. 899, goo Very large sums paid in to the 
credit of Messrs. Ford and Widdecombe; probability that these sums accrued from the 
bonds being placed on the market, 886-898 Information relative to the payments to 
different individuals from the account, first, of Messrs. Davids and Barnes, and subse- 
quently of Messrs. Ford and Widdecombe, 901-907 Large payments from Mr. 
Lefevre’s account to Stock Exchange firms, go8. 


Provision, 
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McKewan, William. (Analysis of his Evidence)—continued. : 


Provision, in the first instance, by Messrs. Bischoffsheim, and subsequently by Mr. 
Lefevre, of the money for the drawings under the 1867 loan; reduced amount required 
for the first payment, many of the bonds drawn not having been then placed on the mar- 
ket, 909-915 Separate account for the payment of interest on the loan, 915, 916 
Total of 970,000 J. in the hands of the’ public on tst July 1870, the last drawing having 
been in December 18713; 918-921. 


Nominal drawing of 75000 2. in December 1870, on account of the loan of that year ; 
actual payment of only 9,600 /., the main portion of the bonds drawn not having been 
placed, 922-935 Provision by Mr. Lefevre of all the money for the drawings of the 
loan of 18703; 925. 942. 948. 952 Extra drawing of 50,000 7. in bonds in April 1871, 
of which only 15,000 /. was for bonds in the hands of the public, 936-940 Facility to 
the issue of stock by means of extra drawings, 941 Farther extra drawing in Sep- 
tember 1870 to the nominal amount of 50,0007, of which about half went to the public, 
943-945—— Final drawing on goth December 1871 for 82,5001, of which 70,000 /, was 
for bonds in the hands of the public, 946, 947 ——Total of 257,500 2. drawn in respect of 
the loan of 1870, the balance undrawn being 2,242,500 1; 948. 


Refusal by the London and County Bank of an application to them from Mr. Lefevre 
to act as bankers for the proposed Ship. Railway Loan of 15,000,000 2. in 1872; 953- 
956. 966-——-Reference to the system of prompt drawings, when a loan is issued at a 
discount, as being in the nature of a lottery, 957 Action of witness’ bank in the first 
instance upon application from Messrs. Bischoffsheim rather than from Mr. Lefevre ; 
position of the latter as financial agent, 958-955——Non-inguiry by the bank into the 
question of security for the loans, 967, 968. 


[Second Examination. ]|—Payment on 8th August 1873 of 3.8521. on the Ford and 
Widdecombe account in favour of Gutierrez and Pim, 1022 The last payment of in- 
terest was on ist July 1872, 2. Information promised by witness to be supplied in 
respect of the payments on Lefevre’s account to Stock Exchange names, 1023-1026 
Belief as to the signature to a certain letter of gth July 1872 being in the handwriting 
of Don Carlos Gutierrez, 1027, 1028. 


Further statement as to the London and County Bank not having made any inquiry 
into the financial resources of Honduras before acting as bankers, 1030, 1031— 
Doubt as to any inquiries having been received ‘by the bank from the public as to the 
security for the loans, 1032-1038 Strict prohibition as to any recommendation of the 
loans by the branch banks, 1039. 


[ Third Examination. |—Information relative to some large payments on Mr. Lefevre’s 
account between June and September 1870 to members of the Stock Exchange, 1370- 
1389——Letter from the secretary of the Stock Exchange to the London and County 
Bank, dated 27th June 1870, requesting to be furnished with certain documents neces- 
sary for a settlement in the loan of 1870; 1390———~Letter in reply, explaining that the 
bank bas not acted as agents for the loan, and has taken no part in the allotment, 2d. 


Witness repeats that the bank never recommended the loan to any of its clients, 1391— 
1393—— Neither for the first nor second loan did the bank act as agents, but merely as 
bankers on the usual terms, 1394-1399. 


Medina, President (Honduras). See Honduras Loans, XXIV. 


Medley, George Webbe. (Analysis of his Evidence.)—Is a dealer in United States securi- 

ties on the Stock Exchange, 5959-5962—— Has prepared a statement setting forth his 
views as to the best mode of preventing abuse in the future issue of foreign loans; submits 
the same in detail, 5963-5968. 


Grounds for the conclusion that any remedy by means of stringent legislation is: im- 
practicable ; futility of Leeman’s Act ‘adverted to in illustration, 5967, 5968——Conclu- 
sion also that it is not expedient to prohibit dealings before allotment : hindrance thereby 
to legitimate as well as illegitimate transactions, i.——Argument that the real remedy is 
to be found in publicity, to be secured through the medium of the Committee of the 
Stock Exchange, 5968 et seg. 


Proposition that an inquiry, of a very full character, be made by the Stock Exchange 
Committee before granting a settlement and a quotation, that the results of such inquiry 
be widely published, and that the documents be registered, 5968 et seg.——Contemplated 
production before the Committee of the contract between the agent and the Foreign 
State, 5968. 5978, 5979 Reliance placed upon the force of public opinion as a means 


of securing the proposed inquiry, the Committee being now a voluntary body, 5999-5977- 


Explanation that it is intended to apply the proposed inquiry through the Stock Ex- 
change Committee to those States only which come as new borrowers, defaulting 
borrowers being differently dealt with ; belief that Prussia, if really in want of money, 
would not refuse to submit to the inquiry, 5980-5991 —— Exception taken to the view 
that greatly increased responsibility would be thrown on the Committee if it were to 
report on each loan before it was issued, 5985. A 

367. 404 Anticipated 
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Medley, George Webbe. (Analysis of his Evidence)—continued. 


Anticipated resistance from contractors against the proposed production of contracts 
and secret agreements; expediency, however, of their objections being overruled, 5992- 
§995——Comment upon the enormous commission exacted by contractors, 5995, 5996 
——Suegestion whether the holder of a fraudulent bond purchased in the market should 
not have a legal remedy against the contractor for the loan, id. 


Doubt as to evil arising from the proposed reports by the Stock Exchange Committee 
as likely to mislead the public; difficulty, doubtless, if any material documents were 
withheld before the report. was issuéd, 6001-6003. 6015-6019——Consideration of the 
objection that the Committee have no power to make inquiry on oath, and that the 
functions and powers suggested in that body are of an extraordinary character, 6004- 
6013——Opinion that the proposed inquiry would not exclude all good loans from the 
English market, 6009-6014. 


Mendez, Colonel Joseph Adolphe. (Analysis of his Evidence.)—Since May 1872 has been 
chargé d’affaires in England for San Domingo, 5114, 5115——Official cognisance of 
witness as to the terms of the loan brought out by Mr. Hartmont in 1869 ; 5116-5118 
——Nominal sum of 50,000 J. received by the San Domingo Government on account of 
the loan, Mr. Hartmont having, however, deducted his commission, so that only about 
38,0001. has been received, 5119, 5120——Refusal of the Government to complete 
the contract with Mr. Hartmont, because the proceeds of the loan had not been paid 
over by the stipulated time, the 31st December 1869; copy of Decree of the Senate, 
dated 20th July 1870, to this effect, 5121. 5128-5130. 5151, 5152. 6158. 

Offer of about 2,000 7. in money, and 1,000 Z. in arms by Mr. Hartmont to the Govern- 
ment in May 1870, the offer having been subsequently raised to 10,000 l., both of which 
were refused, 5122-5126. 5132 Statement that it was not known to the Government 
that the Eng!ish public were interested in the loan till long alter its issue, nor was it 
known to them till September 1872 what the price of emission had been, 5191. 5143- 
5149 Commercial powers of Mr. Hartmont, as Consul General for San Domingo, 
until this appointment was revoked by witness in 1872; 5133-5136. 


Readiness of the Government to repay the 38,0002. received from Mr. Hartmont, 
5137-5139 Repudiation by the Government of the proceedings of Mr. Hartmont in 
issuing a loan in excess of the prescribed amount of 420,0001, although the former were 
only equally liable im either case for an annual payment of 58,900 4, for twenty-five years, 
5140-5142. 5154-5158 Explanation in connection with a letter from*witness to Mr. 
Hartmont, dated 12th January 1872, with reference to the rumoured acquisition of Samana 
Bay by the United States, 5153. 

Letter from Mr. Haber, Minister Plenipotentiary at Washington from San Domingo, 
to Mr. Hartmont, dated 1oth August 1870, offering on the part of the Government 
certain modifications of tle terms of the loan, involving a change in the securities offered, 
5162-5166——Conditional grant of a concession of the guano of Alto Velo to some 
French concessionaires, in September 1872, one condition being that the latter should 
relieve Government of their liability in respect of the 50,0002. nominal received from Mr. 
Hartmont, 5167-5173. 


Mexican Bonds. Long period for which there has been gambling in Mexican stock, there 
being little if any chance of any interest being paid, Lewis 4628-4933. 
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PARAGUAY LOANS: 
I. Loan of 1871 : 


1, Contract with Messrs. Waring Brothers; how originated. 
2. Arrangement between Messrs. Waring Brothers and Messrs. 
Robinson, Fleming & Co. for the Issue of the Loan by the latter ; 

. Sanction on the part of the Paraguayan Minister. | 

3. Terms of the Prospectus. 

4. Character of the Inquiries into the Financial Condition and Resources 
of Paraguay before the Issue of the Loan; particulars on these 
polnts. 

. Large Margin between the Contract Price and the Price of Issue. 

Amouut of Applications for the Loan by the public. 


> Or 


7. Grant | 
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PARAGUAY LOANS—continued. 
I. Loan of 1871—continued. 


7. Grant of a Settlement and Official Quotation on the Stock Ex- 
change. 

g. Authority from the Paraguayan Representative to Messrs. Waring 
Brothers in regard to Purchases of tie Loan on behalf of Govern- 
ment. 

9. Operations of the Syndicate (comprising Messrs. Waring Brothers, 
Mr. Laing, and Mr, Albert Grant); large Purchases etfected, and 
Amount of Profits realised. 

10. Proceeds of the Loan, as accounted for by the Agents to the Con- 
tractors, and by the latter to the Government. ; 

11. Confirmation by Government of the Action of the Agents and Con- 
tractors; Dispute, however, on the score of Premiums. 

12. Absence of Remittances from Paraguay for the Service of the 
Loan. 

13. Indebtedness in respect of the Loan; high Rate of Interest repre- 
sented. 

14. Summary by the Commitiee ; Comments upon the Statements in the 
Prospectus, and the Operations of the Syndicate. 


IJ. Loan of 1872: 


1. Contract with Messrs. Robinson, Fleming & Co. 
2. Margin between the Price of Issue and the Contract Price. 
3. Prospectus of the Loan; omission therein of any reference to the 
Public Debt of Paraguay. 
4, Question of Security for the Loan. 
5. Amount of Applications ; Certificate on the Subject to the Stock 
Exchange. 
6. Authority in regard to Purchases of the Loan on behalf of the Go- 
vernment. 
7. Operations of the Syndicate; large Purchases effected, but without 
successful Result. 
8. Failure of the Loan, owing largely to the Discredit.produced by the 
Honduras Ship Railway Loan. 
9. Commission agreed to be paid by the Contractors to Messrs. Waring 
Brothers. 
10. Receipts and Expenditure of the Contractors. 
11. Receipts and Expenditure of Messrs. Waring Brothers. 
12. Official Approval of the Action of the Contractors. 
13. Investigation and Legal Proceedings on the part of the Govern- 
ment. 
14, Indebtedness of Paraguay in respect of the Loan. 
15. Failure of Steps for Supervising the Sale of Public Lands. 
16. Sumuiary by the Committee. 


Ill. Resources and Liabilities generally. 
IV. Liability in respect of the Loans raised in England. 
V. Fluctuations in the price of the Bonds. 
VI. Prospect of Paraguay fulfilling her Obligations ; Absence of Repudiation. 
VII. Suggested Appointment of a British Representative wn Paraguay. 


I, Loan of 1871: 
1, Contract with Messrs. Waring Brothers; how originated. 


Copy of contract dated 21st November 1871 (the original contract being handed in by 
Mr. Slade) between Don Maximo Terrero and Messrs Waring Brothers relative to the 
terms of issue of the loan, Fleming 4044-4048. 4051 Interest of witness’ firm in the 
Paraguay Loan of 1871, as contractors to the Government, the firm having also had a 
railway contract with the Government; previous introduction of witness to Maximo 
‘Terrero, the Consul General of Paraguay, by Mr. Cracroft, stockbroker, Waring 4429- 
4437. 4653-4655 Interest of Mr. Cracroft in the first loan, he and some others 
having received a commission for the introduction of witness, 2b. 4670-4675. 


Doubt as to overtures relative to the Paraguay Loan having originated in this country 
instead of on the part of Paraguay, Grant 5016-5018. 


2, Arrangement between Messrs. Waring Brothers and Messrs. Robinson, 
Fleming & Co, for the Issue of the Loan by the latter; Saaction on the 
part of the Paraguayan Minister : 


Application made to witness’ firm (Robinson, Fleming & Co.) in November 1873 by 
367. 4D Messrs. 
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PARAGUAY LOANS—continued. 
I. Loan of 1871—coutinued. 
2. Arrangement between Messrs. Waring Brothers, &c.—continued. 


Messis. Waring Brothers to act as their agents in issuing the Paraguayan Loan of that 
year, Fleming 4035-4037 Direct authority required by the firm from Maximo 
Terrero before issuing the prospectus and loan; letter from the latter to this effect dated 
21st November 1871, 7b. 4058-4063. . 

Letter from Waring Brothers, dated 22nd November 1871, and from Maximo Terrero of 
same date, as to the terms on which witness’ firm was to act as agents in issuing the loan ; 
commission of 12 percent. eventually agreed upon, Fleming 4104-4109 Agreement 
with Waring Brothers as to the same terms applying to any future loans, id. 4107 
Arrangement of the firm solely with Waring Brothers, though they knew that Mr. Samuel 
Laing and Messrs. Grant & Co. were interested with the former, 2d. 4127-4132. 


Preparation and issue of the prospectus of the loan by Messrs. Robinson & Fleming 
after witness’ arrangement with them, Waring 4445-4449. 4459-4462. 


8. Terms of the Prospectus: 


Prospectus of the loan, the amount being 1,000,000 2. (wominal), the price of issue 
802. per cent., and the rate of interest 8 per cent., the principal to be redeemed by 
quarterly drawings in about twenty-one years, Fleming 4064-4065; App. 181-183. 


« 4. Character of the Inquiries into the Financial Condition and Resources of 
Paraguay before the Issue of the Loan; Particulars on these Points ; 


Inquiries made by witness’ firm in several quarters as to the financial condition of 
Paraguay before undertaking the issue of the loan, Fleming 4038-4043 —— Inquiry 
was made of Mr, Greene (among others), who was) at the time deputy governor of the 
Bank of England, and had been consul general of Paraguay, 2b. 4041. 4298, 4299 — 
Inquiries were also made of Mr. Blyth, who had been financial agent of Paraguay for 
about fifteen years, 2b. 4041. 4300. 

Official documents produced to witness’ firm in support of a statement in the prospectus 
that the public lands, as part of the security for the loan, were valued at 35,000,000 Ls 
Fleming 4067-4069-—— Reliance placed upon a statement in the report of the Minister 
of Finance in 1871, after the war, that the whole debt of Paraguay amounted to only 
213,090 1., 2b. 4070. 4085. 4100 Entire dissent from a statement in the “ Stalesman’s 
Year Book” o! 1875, that the debts consequent upon the war of 1865-1870 amounted to 
an aggregate of 47,200,000 1., 2b. 4083-4092. 

Recent statement by the Paraguayan representatives in England that the amount of 
the war debt due to the allies was yet to be fixed, and that interest on. such debt was not 
to commence for ten years, Fleming 4091, 4092. 4101, 4102 —— Denial that before the 
allotment of the loan an announcement was made to witness’ firm that Paraguay owed a 
very large war debt, 7b. 4093-4100. 

Examination with further reference to witness’ knowledge of Paraguay when his firm 
undertook the issue of the loan of 1871; information obiained as to the form of Govern- 
ment and as to the general condition of the country, Fleming 4287-4306 Dissent from 
the conclusion that the population was almost exterminated by the war; estimate of half 
a million as the male population, id. 4292-4301. 


Nature of the official authority for the statement in the prospectus of the first loan that 
the public lands were worth 35,000,000/., whilst in an official report they are valued at 
only i9,380,0001.; examination on this point, Fleming 4387-4399 Belief that the treaty 
determining the indebtedness of Paraguay to Brazil, &c., was not in existence till long 
after the issue of the loan of 1871, ib. 4417, 4418. ‘ 


Extent of witness’ knowledge of Paraguay before contracting for the loan ; he knew 
that the revenue before the war was 500,0v0/,.a year, that a population of from 400,000 
to 500,000 still remained after the war, and that a-most valuable commodity called maté, 
or tea, is extensively produced in the country, Waring 4438-4440. : 


Information, obtained by witness relative to Paraguay from the “Sratesman’s Year 
Book,” and by inquiries through Messrs. Robinson & Fleming from merchants of high 
position in the City, Waring 4441-4444——-Communication of Messrs. Robinson & 
Flemmg with Mr. Greene, who had been consul general of Paraguay for fifteen years ; 
witness did not sec Mr, Greene on the subject of the loan, éb. 4444. 4692. 


Explanation as to witness. having accepted as true the statement in the prospectus that 
the whole debt of Paraguay was. only 213,3351., Waring 4450-4455 Reliance: also 
placed upon the statement made officially, that the public lands of Paraguay were worth 
35,000,000 1., 7. 4456-4458. 

Dissent from the view that the prospectus of 1871 was misleading to the public in 
stating the revenue before the war, Waring 4656-4660 Admission, in the prospectus 
as to the prostration caused by the war and the time required for the development of the 
resources of the country, 2b. 4659. 4734——Correction of a certain statement A i 

aring 
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ParAGuAy LoANS—continued. 
I. Loan of 1871—continued. 
4. Character of the Inquiries into the Financial Condition, &c.—continued. 
Waring (as reported in the “ Daily Telegraph”) relative to his having consulted witness 


about Paraguay; explanation by Mr. Waring that the report in question is not accurate, 
Greene, 4934-4939 Very little knowledge of Paraguay possessed by witness; he has 


never given any information as to the financial condition of the country, 26. 4934. 4937- 
Confidence of witness in the prospectus or he would not have touched the loan, Grant 
5027. 
Memorandum furnished by the Government Commissioner relative to the resources of 
Paraguay, and setting forth the properties hypothecated to the loan, App. 182, 183. 


5. Large Margin between the Contract Price and the Price of Issue: 


Issue of the loan to the publicat eighty, the price to the Government having been sixty-four; 
Waring 4412-4473-4475 Examination to the effect that the public were not deceived 
nor unfaixly dealt with by the prospectus of 1871 announcing the issue of the loan at 
80 1. for every 100 1., whereas the price obtained by Government was only 64 /,; proba- 
bility of the public subscribing as readily if the latter fact had been known to them, 2d. 
4709-4721. 4727-4733- 

Explanation that considerable expenses were defrayed by the syndicate out of the 16 per 
cent. margin between the contract price of sixty-four and the issue price of eighty, Grant 4996- 
5000 Conclusion that the prospectus of the loan afforded ample means to enable the 
public to judge as to the security for the loan, although investors did not know that the 
Government received only 64 per cent. of the nominal amount, 2b. 5019-5026. 


6. Amount of Applications for the Loan by the Public: 

Very large applications for the loan by the public, Fleming 4104. 4110 Total of 
429,500 l. applied for by the public up to the settlement, the balance having veen bought 
in the market by the syndicate, Waring 4481-4405. 

7. Grant of a Settlement and Official Quotation on the Stock Exchange: 

Documents submitted to the Committee of the Stock Exchange in support of application 
for a settlement and official quotation, De Zoete 217-219 ; App. 183,184. 

Application from Messrs. Mullens, Marshall & Co., brokers for the loan, to the Com- 
mittee of the Stock Exchange, dated 1st December 1871, requesting a settling day in the 
scrip, and asking fora quotation, Fleming 4111. 4113. 

Explanation in connection with a certificate by witness’ firm, dated 2nd December 

1871, that the whole amount of the loan had been fully subscribed for by, and uncondi- 
tionally allotted to, the public ; so far as witness knows, the applications for the loan were 
all bona fide, Fleming 4113-4126 Settling day granted for the loan on the 8th December, 
tb. 4126. 


g, Authority from the Paraguayan Representative to Messrs. Waring 


Brothers in regard to Purchases of the Loan on behalf of the Govern- 
ment : 

Explanation in connection with letter from Maximo Terrero to Waring Brothers, dated 
21st November 1871, empowering the latter to make purchases of the loan on the market, 
the object being to counteract speculative sales, Fleming 4052-4057. 

Letter from.the Government under which witness was empowered to purchase portion 
of the loan in the market, for which he was not to be accountable unless he subsequently 
disposed of it, Waring 4478-4480, 44925 4493 —— Explanation that the foregoing letter 
was private, as was the contract to which it was attached, and therefore was not published 
by witness, nor sent to the Stock Exchange, ib. 4478-4480. 4605-4514. 

Further reference to the authority from Maximo Terrero to buy back in the market, as 
having been virtually part of the original contract, though it was not in the same docu- 
ment; this authority was well known to Messrs. Robinson & Fleming, Waring 4761- 

. 4765. , i 

Evidence to the effect tbat the contract or agreement between Maximo Terrero and the 
contractors for the loan of 1871 was a private document, and not one which should have 
been submitted to the Stock Exchange, Fleming 4766-4777. - ; 


9. Operations of the Syndicate (comprising Messrs. Waring Brothers, Mr. 
Laing, and Mr. Albert Grant); large Purchases effected, and Amount of 

Profits realised: 
Cognisance of witness’ firm as to purchases of the loan in the market by Waring 
“Brothers; the firm, however, never dealt in the bonds, and was never interested in them, 
Fleming 4141; 4142 Considerable portion of the loan of 1871 bought back by Messrs. 
Waring ; enhanced price of the loan about this period, the bonds having been quoted at a 
high premium in March and April 1872, %. 4151, 4152. 4157: 4328-4334 Object of 
367. 4D2 the 
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PARAGUAY LOANS—continued. 
I. Loan of 1871—continued. 
9. Operations of the Syndicate, &e,—continued. 

the buying back to counteract the effect of speculative sales, rather than to give confidence 
to the original applicants, Fleming 4400-4410. ° 

Arrangement made by witness with Messrs. Grant Brothers and Mr. Laing, in the 
form of a syndicate, whereby they undertook the risk and expense of issuing the loan, 
and were to share in the profits in certain proportions, Waring 4459-4471 Witness’ 


firm were to take eleven-twentieths, Mr. Laing one-fifth, and Messrs. Grant one-fourth 
of the profit or loss, 7b. 4471. 


Statement to the effect that between the issue of the prospectus on 21st November 
1871, and the settlement on the 8th December, witness and his associates bought 
570,500 7. of the loan in the market, and that the balance of 429,500 2. was taken up by 
the public, Waring 4481-4495 Subsequent disposal of this amount of 570,500 /, to 
the public between December 1871 and April 1872, all having been sold at a premium, 
which varied from time to time, 7b. 4496-4516 Total of 8,465/. as the share of profit 
of witness’ firm from the premiums, 2b. 4502-4505. 4661——-Gradual increase of the 
premium till April 1872, after which month the price fell rapidly, ib. 4510-4516 
Explanation as to the buying back of a large portion of the loan of 1871, although the 
success of the loan with the public was assured before the settling day, ib. 4615-4631. 


Letter from witness’ firm to Mr. Laing, dated gist November 1871, showing the terms 
under which the latter aided in the issue of the loan; that is, one-fifth of the profit or of 
the loss, Waring 4738, 4739 Agreement between the firm and Messrs. Grant & Co., 
dated 2end November 1871; stipulations therein as to 5,0001. being first paid to Mr, 
Albert Grant, together with 25 per cent. of the balance of profit arising out of the syndi- 
cate arrangement, 2b. 4740-4743. 


Reference to the 5,0002 to Mr, Grant as a matter of bargain, he having been desirous 
of a larger share in the syndicate than was allotted to him, Waring 4744-4753 Ouilay 
required on the part of the syndicate in buying back at a premium, 7. 4754-4760. 

Syndicate forme! by Messrs. Waring, Mr. Laing, and witness’ firm in regard to the 
loan of 18715 arrangement as the latter receiving 5,000 2. out of the profits, and 25 per 
cent. of the balance, Grant 4941-4947 Introduction of the business to witness by 
Messrs, Waring, it being arranged to bring out the loan through Messrs. Robinson & 
Fleming at eighty, the price to be paid to the Government being sixty-four, id. 4948-4957. 

Purchase by witness’ firm of about 300,000 2. of the loan of 1871 before allotment; the 
primary object and efleet of this operation being to prevent the loan going to a discount, 
aud to ensure its being placed, Grant 4958-4974 Considerable expense and loss to 
the syndicate if the loan had come out at a discount and had not been applied. for, 
2b. 4966 Exception taken to the view that buying back the loan in the market neces- 
sarily raised it to a premium, the price being really made by the dealers on the Stock 
Exchange, id. 4967, 4968. 

Impression that witness’ firm sold rather than bought the loan in the interval after it 
was certified to the Stock Exchange Committee that the whole loan had been fully sub- 
scribed until the settling day, Grant 4975-4980 Continued sales by the syndicate till 
April 1872, by which period the stock had reached a high premium, 2. 4981-4983. 

Belief that witness’ gross profits from the loan were about 30,000 l., including the 
5,000 /, first charged upon the profits; this latter was simply a part of the bargain under 
which he joined in the venture, Grant 4984-5004. 


10. Proceeds of the Loan, as accounted for by the Agents to the Contractors, 
and by the latter to the Government : 


Author'ty to witness’ firm from Maximo Terrero, dated 21st November 1871, to honour 
all cheques and drafts drawn against the proceeds of the loan by Messrs. Waring 
Brothers, Fleming 4103 ——Total of 760,0002. aecounted for by the firm to Waring 
Brothers, 40,0001 having been retained for the first two coupons, 7b. 4132-4134 
Total of 640,0002., or 64 2. per bond, accounted for by Waring Brothers to the Govern- 
ment, including 403,000 2 in sovereigns shipped by witness’ firm to Paraguay, and 
160,000 /. invested for interest and sinking fuud, the balance having been retained for 
commission, &c., ib. 4136-4139. 4143. 4154-4156 Reference to the excess beyond 
641. per bond of the loan as having largely gone in expenses, commission, &c., 70. 
4412, 4413. . 

Payment to the Government of the entire amount (640,000 1.) to which the contract 
entitled them; transmission of 403,000 1. in sovereigns to Paraguay, the balance being 
disposed of for Government in interest, &c., in England, Waring 4524-4530. 4648-4652 

Receipt given to witness by Government for the whole amount (640,000 /.) they were 
entitled to under the contract, 7b. 4524. 


Explanation and justification of the retention in England of about 200,0002. out ofthe 
loan of 1871, in order to mect the first two years’ interest and sinking fund, the Govern- 
} ment 
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PARAGUAY LOANS—continued. 
I. Loan of 1871—continued. 
10. Proceeds of the Loan, as accounted for by the Agents, &e.—continued. 


ment receiving only 3 per cent. interest for this money, for which they paid about 14 per 
cent., Waring 4684-4704. , ' 

Letter from Maximo Terrero to Messrs. Robinson & Flemiug, dated 21st November 
1871, to the effect that the proceeds of the loan of that year were to come into the hands 
of witness’ firm, Waring 4735-4737- 


11. Confirmation by Government of the Action of the Agents and Con- 
tractors; Dispute, however, on the score of Premiums: 


Statement as to Maximo Terrero having sent to his Government in January 1872 all 
the documents connected with the loan, and having subsequently received from Govern- 
ment a ratification of ‘all that had been done, Mleming 4144-4148 Letter from Senor 
Terrero, dated goth April 1872, expressing the satisfaction of himself and of his Govern- 
ment with the part taken in the matter by witness’ firm, 7b. 4149, 4150- 


Claim made by the Government of Paraguay to the premiums or profit which accrued 
to witness’ firm upon the loan of 1871; this is the only dispute between him andthe 
Government, Waring 4602, 4603. 4647-4052 Twofold confirmation by Government 
of the proceedings in connection with the loan, 7b. 4705-4708. 

Letter from Don Maximo. Terrero to Messrs. Waring Brothers, dated 30th Apri! 1872, 
expressing full approval of the action of the latter in respect of the loan of 1871, App. 
192. 


12. Absence of Remittances from Paraguay for the service of the Loan: 
Payment of interest on the loan of 1871 for two years and a half out of the proceeds 


of that loan and of the Joan of 1872; there was no remittance from Paraguay for the 
purpose, Waring 4517-4523- 456). 4597 4598. Various attempts made by Messrs. 
Robinson & Fleming to put in force the terms of the general bond given as security for 
the loan of 1871, 7b. 4599-4901. 


13. Indebtedness in respect of the Loun; high Rate of Interest represented : 


Total of about 14 per cent. as the rate of interest payable by Paraguay in proportion 
to the produce of the first loan; much higher rate current in that country, Mleming 
4376-4382. 

Statement that of the loan of 1871 the amount now outstanding with the public is 
957,100 L., of which one-third is held abroad, Fleming 4414. 


14, Summary by the Committee; Comments upon the Statements in the 
Prospectus, and the Operations of the Syndicate : 


Reference to the chief articles of the agreement of 21st November 187i, between Don 
Maximo Terrero and Messrs. Waring Brothers, relative to the loan of 1871 for 1,009,000 . 
(nominal value), Fep. XXXVI Comment upon the power of re-purchase as given by 
letter from Don Maximo Terrero to Messrs. Waring Brothers, of the same date as the 
contract for the loan, 70. 

Communications from Don Maximo Terrero to Messrs. Robinson, Fleming, & Co., 
dated 21st November 1871, authorising them to take certain steps in the issue of the 
loan, Rep. xxxvi, XXXVI Arrangements between Messrs. Waring Brothers and 
Messrs. Robinson, Fleming, & Co., as set forth in letter from the former, dated 22nd 
November 1871, tb. Xxxvil 

Reference to the prospectus, and the terms thereof; also to the inducements held out 
to the public by the statements in a certain memorandum as to the resources of Paraguay, 
as to the properties hypothecated for the loan, and as to her debt of every description, 
amounting to only 213,335 l., Rep. xxxvil, XXXVI Heavy liabilities of Paraguay in 
respect of the war with: Brazil, &c., although it was stated that the whole debt ot the 
former was only 213,335 /., 1b. XXXVI. 

Consideration of the arrangement between Messrs. Waring Brothers, Mr. Laing, and 
Mr. Albert Grant relative to the placing of the loan, and the division of the profit to be 
realised, Rep. xxxix. 

Reference to the certificate, upon which a special settling day was granted, that the 
whole of the loan had been fully subscribed for by, and allotted unconditianally to the 
public, Rep. XXXIX Previous to the special settling day, on the 8th December 1871, 
Messrs. Waring Brothers, Mr. Grant, and Mr. Laing had bought 570,500 /, (nominal) 
out of the whole 1,000,000 L., 7d. 

Legal proceedings pending upon the question of Messrs. Waring Brothers’ right to 
the profit realised frcm the premiums, Rep. x! Summary of the account between the 
Government and Waring Brothers, showing that after retaining interest, &c., 403,000 ‘BS 
in sovereigns, were remitted to Paraguay, 2. Satisfaction expressed by Don Maximo 


Teriero with the conduct of the whole proceedings, 7. 
307. 4D3 Gradual 
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I. Loan of 1871—continued, 
14, Summary by the Committee ; Comments, &c.—continued. 

_ Gradual sale, after the day of allotment, of the stock held by Messrs. Waring Brothers, 
Mr. Grant, and Mr. Laing: varying prices realised, though the sales were all effected 
at a premium, ep. xl Subsequent fall in the price of the stock, until in July 1874 
the 100 4, bond was quoted at 124, 2b. aN 


Payment of interest and sinking fund for two years out of the proceeds of the loan, 
whilst similar payments in respect of the years 1873-74 were made out of the funds of 
the loan of 1872, Rep. xl No money has been remitted frou: Paraguay for the service 


of the loan, 2. 


II. Loan of 1872: 
1. Contract with Messrs. Robinson, Fleming, & Co.: 

Direct application from Senor Maximo Terrero to witness’ firm in May 1872 to bring 
out another loan; contract subsequently made for the issue of a Joan of 2,000,000 7. 
(nominal), bearing 8 per cent. interest. Hleming 4158, 4159. 4160-4175. 

Issue of the loan of 1872 by Messrs. Robinson & Fleming, who were the contractors, 
and were responsible for the prospectus, Waring 4531, 4532. 4551- 4557- 4561, 4562. 
4596. 


2. Margin between the Price of Issue and the Contract Price; | 


Explanations in connection with the contract of 27th May 1872 as fixing the contract 
price at 85/. per bond, to be accounted for at the price of 731, Fleming 4166-4175 
Issue of the 1872 loan at the price to Government of seventy-three, whereas the issue 


price of the :871 loan was only sixty-four, Waring 4552-4556. 


8. Prospecius of the Loan; omission therein of any reference to the Public 
Debt of Paraguay : 

Omission in the second prospectus of any allusion to the public debt of Paraguay ; 
there was ro special reason for such omission, Fleming 4176-4181. 4315-4320 
Belief as to its having been unintentional that in the prospectus of the 1872 loan there 
was no mention of the public debt of Paraguay, 7b. 4557-4562. 4593-4596. 

Prospectus of the Loan of 1872 for 2,000,000 /. (nominal value), at 8 per cent., the 
issue price being 851. per 1001. bond, App. 185-188. 


4. Question of Security for the Loan: 

Official report upon which it was stated in the first prospectus that the annual revenue 
before the war was 522,000/.; there was no further inquiry on this point before the issue - 
of the second prospectus, Fleming 4321-4327. 

Memorandum furnished by the Government commissioner in reference to the resources 
of Paraguay, and submitting the ample character of the security for the service of 
the loan of 1872, App. 187. 


5, Amount of Applications; Certificate on the Subject to the Stock Exchange: 


Total applications for the loans to the amount. of nearly 3,800,000/., the full amount 
of 2,000,000/. having been allotted, Mleming 4186, 4187 Application from Messrs. 
Mullens; Marshall & Co. to the Stock Exchange for a settling day, a certificate having 
been given by witness’ firm that the whole amount of the loan had been fully subscribed 
for by, and allotted unconditionally to, the public, 7b, 4188, 4189. 


Witness disclaims all responsibility for the announcement in the newspapers that the 
loan had been subscribed for twice over by the public, Fleming 4216-4220 ——Justifica- 
tion of the statement that the whole of the loan had been subscribed for by, and allotted 
to, the public, ib. 4221-4224. 4335-4355 Produce of 410,406/. in money by the 
562,600/. stock taken up by the public, 76. 4266. 

Witness further contends that it was fair to say that the whole loan was uncondition- 
ally allotted, although three-fourths of it went back to the original sellers, Fleming 4339- 
4352. ! 

Examination in support of the conclusion that the contractors for the Paraguay Loan 
of 1872 were perfectly justified in certifying that the whole of the loan was uncondition- 
ally allotted, although three fourths had been bought back by the syndicate, Grant 5044— 
5058. Pa 
Documents submitted to the committee of the Stock Exchange in support of applica- 
tion for a settlement and quotation, App. 189- IEEED 
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Paracuay Loans—continued. 
I]. Loan of 1872—continued. 


6. Authority in regard to Purchases of the Loan on belhalf of the Govern- 
ment: 


Provision as to the purchase of bonds in the market by witness’ firm on behalf of the 
Paraguayan Government, Fleming 4167, 4168——- Letter, dated 31st May 1872, in which 
the firm authorise Waring Brothers to buy on their account up to the nominal amount of 
1,500,000 /. of the loan in the market, 7b. 4184, 4135. 

Opinion that a certain letter authorising the contractors for the Paraguay Loan of 
1872 to buy back the loan in the market should have been among the documents sub- 
mitted to the Stock Exchange, Cohen 5260. 


7. Operations.of the Syndicate; large Purchases effected, but without suc- 
cessful Result : 


Statement to the effect that a combination or syndicate was formed, comprising Messrs. 
Waring Brothers, Messrs. Grant & Co., and Mr. Laing, in reference to the purchases of 
the loan in the market, Fleming 4190-4200 Examination showing that Waring 
Brothers (or the syndicate) bought back 1,308,000/. of the loan in the market, and that 
the Government bought back 129,800/. allotted to witness’ firm, so that all that really 
was retained by the public was 562,2001., 0b. 4201-4215. 4225-4227 Bonds for 
the nominal sum of 1,437,800/. are in fact held by the Government at the present 
moment, 2b. 4213. 


Letter from Maximo Terrero to witness’ firm, dated 27th June 1872, authorising the 
re-sale to Government at: par of the 129,800 1, allotted, to the firm, Fleming 4229-4232 
—— Explanation that the re-purchase of 1,437,800/ of the loan of 1872 was on 
account of Government, and. that this amount is now held by Government, only 
562,2007. having been permanently placed, 2. 4335-4349. 4414-4416 Probable 
failure of the loan if purchases had not been made to counteract speculative sales, 2b. 


4353, 4354- 


Further explanation on the subject of only 56z,000/. having been permanently placed 
out of the loan of 1872, though the applications went to double the.amount of the whole 
loan, Fleming 43655-4275. 

Explanation relative to the syndicate formed by witness’ firm, Messrs, Grant Brothers, 
and Mr. Laing, in reference to the loan of 1872; proportion in which each was to 
share in the risks and in the profits, Waring 4533-4550 Witness and Messrs. Grant 
each took two-fifths and Mr. Laing one-filth, 7b. 4537. 4639. 


Purchase by the syndicate of 1,308,000 /. of the loan before settling day, 129,800 J. 
having been allotted to Messrs. Robinson & Fleming, and only 562,200 1. allotted to 
bond fide purchasers, Waring 4563-4573 Aggregate of 1,437,800 /. retained for Go- 
vernment out of the loan, the balance of 562,200/. having been accounted for to Govern- 
ment at the contract price of seventy-three, 7b. 4575-4589. 


Reasun why the syndicate, instead of Messrs. Robinson & Fleming, bought back so 
large a portion of the loan of 1872, Waring 4662-4669 Premium paid upon the 
stock bought back, witness having lost a considerable sum by this: loan, ib. 4666- 
4669. 


Similar operations initiated by the syndicate (including witness) in the case of the 
Paraguay Loan of 1872 as of 1871; collapse of this loan, owing to the discredit of South 
American loans generally at this period, so that the syndicate resulted in a loss, Grant 
5006-5009. 


g, Failure of the Loan, owing largely to, the Discredit produced “by the 
Honduras Ship Railway Loan: 


Discredit thrown upon Paraguay in 1872 by the failure of the Honduras Ship Railway 
Loan, Fleming 4236, 4237 Disrepute into which the loan was brought by the Hon- 


duras Loans, so that it was impossible to sell any more of the former after the settlement, 
Waring 4574- 
9. Commission agreed to be paid by the Contractors to Messrs. Waring 
Brothers: 


Arrangement between witness’ firm and Waring Brothers as to the former having a. 
commission of 2} per cent., and as to the latter taking 93 per cent., Mleming 4182,. 


4183. 


10. Receipts and Expenditure of the Contractors: 

Letters from Maximo Terrero in June and July 1872, authorising witness’ firm to pay- 
certain emigration expenses out of the proceeds of the loan, Fleming 4228. 4238 
Explanations in connection with various items and passages in the detailed report by 
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PARAGUAY LOANS—continued. 
II. Loan of 1872—continued. . 
10. Receipts and Expenditure of the Contractors—continued. 
Messrs. Fletcher; witness submits moreover the whole of the accounts in question, and 
states that vouchers have been produced for every sixpence expended, Fleming 4262-4282 
. Various payments, charges, and investments, leaving a balance of 242,889 /.14 8,11 d., 
which was handed over to Senor Benitez under the decree of the Court of Chancery, 


ib. 4267-4281, 


Account submitted by Mr. Fleming containing particulars of interest on vestments 
_up to gist March 1873 in respect of the loan of 1872, App. 190 Account showing 
the receipts and expenditure of Messrs. Robinson & Fleming in respect of the lean, 26. 


191. 


11. Receipts and Expenditure of Messrs. Waring Brothers: 


Account submitted by Mr. Waring showing in detail the receipts and expenditure of 
_ his firm in respect of the loan, App. 192, 193. 


12. Official Approval of the Action of the Contractors : 


Letter from Don Maximo Terrero, dated 6th July 1872, replying to letter from th 
firm, and expressing approval of all that had been done in respect of the loan, Fleming 
4233-4238. 

“ 13. Investigation and Legal Proceedings on the part of the Government : 


Several bilis filed in Chancery against witness’ firm and other parties in reference to 
the Paraguay Loan of 1872, Fleming 4160-4165 Appointment of Senor Benitez in 
July 1872 as Special Commissioner from Paraguay to investigate all matters connected 


with the loans of 1871 and 1872, 7b. 4239, 4240. 


Bill filed by Senor Benitez in Chancery against witness’ firm in December 1872, 
which resulted in an agreement in March 1873, subsequently confirmed by decree of the 
Court after a detailed inspection of the accounts by Messrs. Fletcher, Fleming 4241- 
4261 Subsequent appointment of Senor Uriarte and General Caballero as Special 
Commissioners in lieu of Senor Benitez, who was superseded, and is said to be now in 
prison in Paraguay, 2b. 4248-4250. 4283-4286. 


14. Indebtedness of Paraguay in respect of the Loan : 


Total of only 548,300 /7. now outstanding in respect of the loan of 1872, Fleming 
4414. ) 
15. Failure of Steps for Supervising the Sale of Public Lands : 


Steps taken to appoint a committee in London “ to supervise the sale of public lands 
and the application of the proceeds,” as according to the prospectus of the second loan ; 
competent agent sent out to Paraguay by the committee, but to no good effect, Fleming 
4307-4314. 

16. Summary by the Committee: 


Reference to the agreement of 27th May 1872, between Don Maximo Terrero and 
Messrs. Robinson, Fleming & Co., fora further loan of the nominal value of 2,000,000 ., 
Rep. xli Summary of the arrangements between Messrs. Robinson, Fleming & Co., 
and Messrs. Waring Brothers, relative to the difference between the contract price and 
the issue price, 7b. Authority given by Messrs. Robinson, Fleming & Co. to Messrs. 
Waring Brothers on the subject of re-purchases, 7. xli. xlii. 


Chief points in the prospectus of the loan; document accompanying the prospectus 
setting forth the ample. security for its repayment, Rep. xli Terms of the arrange- 
meut between Messrs. Waring Brothers, Mr. Albert Grant, and Mr. Laing, 7d. Ex- 
tent of the applications for the loan, a special settling day having been duly granted, ib. 
xlii, xliii. 

Purchase of 1,308,000 /. of the loan by Messrs. Waring Brothers bet ween the issue of the 
prospectus and the settling day, Rep. xliii Total of only 562,200 J, in the hands of the 
public, whilst bonds to the amount of 1,437,800 . found their way back into the hands 
of the agents of the Paraguayan Government, id. xliii, xliv-——Very few dealings in the 

loan shortly after the settling day, there having been a general depreciation in all South 
American securities, 7b, xliii. : 

Correspondence in July 1872 between Messrs. Robinson, Fleming & Co., and Don 
Maximo Terrero, the latter expressing his entire satisfaction with all that had been done, 
Rep. xliii. . 

Account between Messrs. Robinson, Fleming & Co. and the Government, showing 
the receipts and expenditure in respect of the loan, Rep. xliv-——-Payment of 
242,889 1. 14s, 11d. to the Special Cummissioner of Paraguay, as the balance: after 
certain payments and liabilities, 2b, 
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Paracuay LoAns—continued. 
Ill. Resources and Liabilities generally : 


Confidence of witness’ firm in the loans, else they would not have issued them to the 
_ public, Fleming 4408-4413. 


Information obtained by witness’ firm (since his last appearance before the Committee) 
from the Paraguay Commissioners in London relative to the population, &c., since the 
war ; he tenders statistics on the subject to the Committee, Fleming 4423-4428. 


Government receipt of more than 100,000 i. a year from customs duties, these being 
pledged to the service of the loan of 1871, Waring 4601. 4682, 4683 Opinion that 
the loans in question were justified by the condition and resources of Paraguay, id. 
4676-4678. ; 

Visit of witness to Paraguay at the end of 1870 in reference to the operation of the 
railway ; he was there again at the end of 1871, and throughout 1872, Bailie 5087-5094- 
5105—— Prostrate condition of the country after the termination of the war in 18703 
still by the end of that year it was certainly recovering 2b. 5095-5099 Various 
resources of the country, the yerba being especially an article in great demand, and being 
largely exported, 7b. 5100. §110 —— Estimate of about 100,0001. a year as the Custom 
House receipts in 1870 and 18713 tb. 5101-5103. §110-5112 Statement to the eflect 
that when witness was in Paraguay he never heard of any heavy internal debt, or war 
debt, 2b. 5104-5109. 


Sundry details in reports by the Government Commissioner relative to the resources of 
Paraguay, App. 182, 183. 187. 


LV. Liability in respect of the Loans raised in England : 


Aggregate of about 1,500,000 1. as the indebtedness of Paraguay in respect of the two 
ioans contracted in this country, Fleming 4414. 


Summary by the Gommittee showing the present position of the two loans, and the 
amounts paid for mterest and sinking fund ; balance of about 1,500,009 L. as the total in- 


debtedness of Paraguay upon poth loans, Rep. xliv. 


V. Fluctuations in the Price of the Bonds: 
Diagram showing the fluctuations in the price of the bonds, App. 194. 


VI. Prospect of Paraguay fulfilling her Obligations ; absence of Repudiation : 

Hope expressed that Paraguay may yet bein a position to pay there is no repudia- 

Y tion, Fleming 4355. 4359: 4360. 

Very great probability of Paraguay fulfilling her obligations, Waring 4601- Ssecu- 
lative character of the loans; the public were well aware that the investment was a tisky 
one, ib. There is no repudiation, ib. 4604. 4651. 4680—— Belief as to the power 
of the Government at the present time to transmit money for the service of the loans, 
ib, 4604. 4682, 4683. 


» 


VII. Suggested Appointment of a British Representative in Paraguay : 


Expediency of the appointment of a British representative in Paraguay, as already 
recommended by witness to the Foreign Office; belief that such appointment would 
greatly facilitate the fulfilment of the conditions of the loans now under consideration, 
Waring 4601. 4633-4646. A680-4683 Benefcial effect anticipated from material, as 
well as moral,’ force -being brought to bear upon Paraguay by means of a British repre- 
sentative, ib. 4634-4640. 


Paris Bourse. Much more public character of the operations on the Paris Bourse than on 
the London Stock Exchange; preference expressed for the former system, Baron 
Erlanger 3998, 3999:-— See also French Loans. . 


Pearce, John. (Analysis of his Evidence.)—Is clerk. in the firm of Messrs. Knowles 
& Foster, 3628—— Can produce the original letter from Senor Alvarado to the firm, dated 
ist August 1872, relative to the amount of the Costa Rica Loan of that year brought 
back by Messrs. Erlanger & Co.; copy of this letter read, the amount bought back 
being stated at 1,426,5001.; 3629, 3630. 3638 Produces a document in Spanish, 
received from Senor Montufar, being a message from President Guardia to the Costa 
|) Rica Congress ; translation of this document read, 3631-3637: , 
| Visit of witness to Costa Rica in reference to the loan of 1872; he saw the finance 
minister’s report, estimating a surplus of nearly 300,000 1. in 1875, without the external 
debt, 3639-3641 There is no internal debt, 3642——Publication of President 
Guardia’s message in the official “ Gazette” of Costa Rica, 3643, 3644 Inability of 


witness to state the income of the Republic in 18715 3645-3648- 


Pelletier, Eugene. See Honduras Loans, VI. 7. 
367. 4 E Penalties, 
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Penalties. Explanation that the penalty upon a broker whozcontracts’ to»deliveristock: or 
shares, and fails to do so, is that the amount contracted for may .be bought in at any 
price in the open market, the broker paying any difference in’ the price, De Zoete 568- 
570. 574-577. 600-604 Pecuniary penalty contemplated as a means of enforcing a 
prohibition of dealings in unallotted stock, Lewzs 4802-4807. 4895-4 898—— Deterrent 
effect of the penalties proposed by the Registration Bill under. certain circumstances, 
Cohen 5179 Sufficient penalty under the existing law if a contractor: makes ‘a false 
declaration to the Stock Exchange, 76.5218, 5219. 


Peruvian Loan of 1872. Tllustration in the case of the last Peruvian loan of the beneficial 
check exercised by the committee of the Stock Exchange as regards the legality of the 
powers for issuing the loan, De Zoete 325. 5476. i 


Pim, Captain Bedford, R.N. (Member of the House.). (Analysis of his Evidence.)— Arppoint- 
ment of witness as Special Commissioner of Honduras by Don Carlos Gutierrez.on.the 
23rd May 1872 ; he did not seek the office in any way, 1852-1859. 2116 Salary of 
1,500 /, a year attached to the appomtment, which he held for about a vear, 1860-1863 
———Very little knowledge of witness at this period as,.to the state of the Honduras 
loans, 1864-1866. 1875-1877-—Function. of witness to endeavour to push the railway 
through, and thus to do the best. he could for the bondholders ; he was mot appointed 
for any financial work, 1867-1869. 

Public meeting of the bondholders called by witness, at the request of Don, Carlos 
Gutierrez, on th 26th July 1872; written address by witness on this occasion, reassuring 
the bondholders as to their prospects, and as to the exemplary gooi faith of the Honduras 
Government, 1870-1874. 1881. 1888——Reference to a letter from witness to the 
Honduras Minister on the 25th July 1872, as showing that he“ was not in any way 
connected with the financial arrangements of the Government,” 1877-1879, .1914. 
1936, 1937—-—Letter {rom the Honduras Minister in reply to the foregving, stating that 
his Government would spare no exertion to meet its engagements, 1879, 1880. 


General knowledge upon which witness expressed the conviction in July 1872 that 
the next coupon and drawing would be provided for; he had not inquired tnto the real 
state of Honduras finances, 1882-1888——Reference to the constant civil wars in 
Honduras as having been the cause of the failure of Government tomeet its engagements, 
1888, 1889. 2007. 2011. 2064 Statement as to witness having advocated a plan by 
which the loans of 1867 and 1870 would have been liquidated by means of freehold land 
in exchange for the bonds, 1889-1894. 2015. 2023~2026. 


Explanation in connection with the loan for 2,000,000 J. sought to be brought: out by 
witness in Paris in 1872, and the failure thereof because witness would not Jend himself 
to certain extortionate demands of the Honduras officials in Paris, which led+to his 
imprisonment, 1895-1901. 2013-2022———M. Herran and his son-in-law demanded 
respectively, 40,000 /, and.16,000 ¢.; 1g00—-—Grounds for the conclusion that if the 
French loan had been successful, so that the railway might be completed and “equipped 
from sea to sea, all would have been well, and the bondholders of 1867 and 1870 would 
haye been secure, 1902-1904. 2095-2097 Satisfactory result of inquiries made. by 
two engineers. sent out to Honduras by.witness.in reference to. the railway, 1903. 1941. 
2070-2074 Statement that witness never received a penny beyond his stipend, and 
never “ dabbled ” in the bonds, 1905, 1906. 


Reference to a copy of the document by, which witness was appointed by Don Carlos 
Gutierrez as ‘Special, Commissioner of Honduras, with powers to.act and represent the 
Government in all financial matters in Europe”; error in using the word “ financial,” 
1907-1914. 1935-1937 ‘Statement as regirds the Ship Railway -Loan that not.one 
penny of.the money would have come near witness, as he was not really appointed for 
any financial work, 1915-1937. 

Examination ‘to the effect that witness had made no inquiry as tothe revenues or 
financial condition of Honduras, or as tothe sources: whence she had paid interest on: her 
loans, when he stated publicly in July 1872 that she “had met every obligation to the 
hour,” 1938-1952——Statement in justification of witness’ action as trustee m-paying, 
by order of Don Carlos Gutierrez, 70,000 1., accrued from the English Joan, for othe 
service of the French loan of 18693 1953-1979. 2048, 2049. 


Limited knowledge of witness as to the mode of expenditure of the loans of 1867 and 
1870, when he was sent to Paris to raise a loan of 2,000,000 J, ; grounds for a statement 
by him in January 1879 that all the loans were raised for the purpose of the Inter-oceanice 
Railway, 1980-2007. 2034-2047 Payment doubtless of interest and coupons of the 
1867 loan out of the 1870 loan; witness sees nothing: very reprehensible in this, 1991- 
2012,.2098-2100. ’ ; 8 

Success of the French loan if it had not been for the conduct of the Honduras 
Minister and Consul-General in Paris, 2013-2022———Witness has had nothing to do 
with the Inte:-oceanic Railway Company, 2025. 2050, 2051 Responsibility of witness 
in regard to the issue of the prospectus «of the Freuchloan,iin his capacity as. Special 
Commissioner, but not in a financial capacity, 2027-2031 —— Advice given by witness 

: to 
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Pim, Captain Bedford, r.N. (Member of the House.) (Analysis of his Evideuce)—continued: 


to the bondholders not to-throw away their bonds ; belief that if they will stick to their 
bonds they will yet get their money back, 2032, 2033. 

Examination. relative to the very large sum not applied to the. railway out of the two 
English loans, as wellas the large sum (721,397 2.) not accounted for, 2034-2047. 2054- 
2064—— Explanation as: regards: a balance: of about 3,00 1. paid over to Don Carlos 
Gutierrez early in, 1873, that none) of the moneyw ever came into witness’ hands, 2052, 

-2053——Witness has always found Don Carlos Gutierrez a straightforward and honour- 
able man, 2063, 2064, 


Thorough belief of witness, at the time of its proposed issue, that the prospectus of the 
French loan of 1872 was perfectly accurate, 2065-2069 Total of from’ 3,500.1. to 
4,000 1. received by witness. in. his capacities as Special.Commissioner and as trustee;, 
207572082.. 2102-2114 Examination relative to a.certain,. statement by Mr. George 

_B. Kerlerd (who was a trustee with witness), detailing the position and functions of 
witness in reference to. the English bondholders and the attempted, French loan, 2083— 
2086 Further, denial that witness was engaged to act financially for Honduras, 2086. 


Nature and extent of the communications between witness and Mr. Bischoffsheim and 
Mr. Lefevre; they never discussed financial questions with ‘him, nor had he any know- 
ledge: of the: commissions they were receiving, 2087-2091 Statement as to the rail- 
way being now open and in working order, 2092 Belief that.if completed from sea to 
sea the railway would pay handsomely ona capital of five millions, 2094-2097. 


Voluntary retirement, of witness from the office of Special Conimissioner, because the 
Horduras Government declined to supersede their representatives in Paris. by whom he 
was so badly treated, 2101——Jntimate knowledge of witness as to Central America, 
though he.has never been in Honduras, 2115, 2116 With regard to the extra draw- 
ings in respect of the loan of 1870, witness had never heard of them, 2117, 2118, 


[ Second Examination. ]—Documentary evidence in confirmation of witness’ statement 
that.he paid a sum.of 70,200 /. to Messrs. Dreyfus, Scheyer & Co. for interest. on. the 
Fretich Joan of 1869; 5377-5387-—- Witness repeats that he never received sixpence of 
Honduras money. beyond. his specified salary; his sole object was to secure the comple- 
tion of the railway, 5387-5397.) 


Reason why witness declined to put himself in communication with M. Herran in 
Paris in reference to the proposed loan, 5388, 5389 Denial: of the evidence of 
M. Herran on certain points in reference to the imprisonment of witness in Paris'; expla- 
nation hereon relative to a,letter from witness, after his arrest, to M., Herran, 5390-5393- 
5402-5404. 6406-5413. ‘ 

Conelusion asito the authority of Senor Gutierrez to appoint witness Special Com- 

missioner 3) partial:approval-of M. Herran’s conduct: by one of the many revoluiionary 
Governments which are:formed in Honduras, 5394-5401——Positive reiteration’ of the 
statement that M. Herran.and. M..Pelletier required, respectively, 40,000 4, and 10,0000, 
for their concurrence in the issue of the loan by witness, 5405. 


[Third Examination.|—Facility, if'a little time be. given, of accounting for the expen- 
diture of the balance of 103,0001. handed over to witness and his co-trustees for the 
loan of 1872; 6632-6634. ; 

Evidence, documentary as well as verbal, in further refutation of certain statements 
made by M: Herran, and in justification of witness’ action in reference to the projected 
loan of 1872; 6634-6642—— Great sacrifices made by witness im promoting a railway 
through Honduras instead of through Nicaragua, 6642 He repeats that he never 
made a shilling out of the bonds, directly or indirectly, 7d. 


Explanation as to witness having been not only Special, Commissioner in regard.to the 
railway loan, but also one of the trustees for the projected loan.of 1872; denial that,this 
trust in any way embrace the previous loans, beyond the disposal.of the balance.handed’ 
over by the previous truestees, 6643-6650.. 6659-6673 Duty. of witness and his co- - 
trustees 1o. have applied, the money from the 1872 loan (if, it had only been obtained) to 
the promotion exclusively of the railway ;, hence tbe ‘selection, .as.trustees, of such 
practical men as Mr. Haslewood,, Mr.. Kerferd,, and. himself,..6645. 6647-6658. . 
6665-6668. 


_ Obligation upon the. trustees to. pay the balance of 103,000./. according to the orders 
of Don Carlos Gutierrez, without seeing to its application, 6659-6664. 6666-0672 
Statement that nothing was taken from the trust balance for promoting the loan. in. 
Paris ; oh payments by Mr. Bischoffsheim and .Mr.,Lefevre for floating this loan, 
6672 ery hard work of witness in return for the remuneration received, 6073. 


Pittar, Thomas John. (Analysis of his Evidence. )—Particulars supplied: by witness (who 
is a clerk in the Custom House) relative to the cargoes of certain vessels from’ Honduras 
to London 1870, and the persons to whom consigned; 1078-1091. 
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Pocket Orders. Circumstances under which “ pocket orders” are sometimes given to. 


jobbers to buy or sell in the market, De Zoete 132-136—— Employment of brokers by 
syndicates in order to keep up the price in the market, for which purpose “ pocket 
orders” are given; disapproval of this practice, Scott 351. 361-377——Inability of wit- 
ness (though a broker) to explain the term “ pocket order,” Barclay 2865. 


Press, The. Witness is not aware of any payment for articles in the London newspapers 


in respect of the Honduras loans, Davids 2173——-Stimulus to purchases by the public 
before allotment by the quotations in newspapers, for which the Stock Exchange is in no 
way responsible, Cohen 5179—— Advantage of every publicity through the press when a 
new loan is about to be issued; doubt, however, as to the expediency of quotations in 
the press before allotment, 7d. 5257-5259. ~ 


Price of Issue. Useful information to the public if there were an official record, published 


at short intervals, showing the primary issue of foreign bonds, and the price of issue, 
Waring 4722-4726—— Exception taken to the view that a Government is dealing un- 
fairly with the public in bringing out a loan at 80/1. per cent. which has first been sold 
at 6ol., 2b. 4727-4733 Importance of compulsory registration of documents as a means 
of making public the low price at which loans are contracted for, as compared with the 
price of issue to the public, Lewis 4787. 


Approval of its being known to the public when there is an excessive margin between 
the contract price of a loan and the issue price to the public; prejudicial diversion of 
business from this country if the contract prices were to be compulsorily published in 
all cases, Cohen 5200-5210. 5251 Evidence adverse to the proposal that the contract 
price, & well as the price of issue, should be made public in all cases, Cazenove 5589- 
56353 Rothschild 5772-5774. 5782-6801. 5824-5843. 

See also Agents and Contractors. Egyptian Loan of 1873. Publicity. 


} 


Prices (Loans in Default). Diagram, prepared by Mr. Cracroft, showing the rise and fall 


in the prices of Honduras, Costa Rica, San Domingo, and Paraguay bonds, App. 194. 


Prespectus. Practice of the Stock Exchange Committee as to requiring the prospectus of 


any loan to be signed; this ie not, however, so laid down in the rules, De Zvete 224-227 
Great importance attached by witness to the most careful and exact statements in 
the prospectus, though he doubts the expediency of a statutory declaration on the subject, 
Grant 5083-5086 Importance of the public clearly understanding that they are 
lending on the terms of the prospectus, Cazenove 5615, 5616. 


Explanation of the advantage anticipated from an official registration of the pros- 
pectus; evidence readily available thereby in the event of subsequent legal proceedings, 
Sheridan 5878-5891 Approval of certain information as regards revenue and taxes 
being stated in the prospectus, as well as registered ; advantage of this: provision in the 
case of the smaller States, 7b. 5895-5901. 5906-5909 Concurrence in the view that 
the prospectus should contain the fullest possible information, ib. 5951-5956. 


Exaggerated statements in the prospectus of each loan in default, so that the public 
have been misled, Rep. xlv Further reference to the misstatements and suppressions 
in the prospectus as having caused much evil, 2b. xlvia~—Circumstance of the committee 
of the Stock Exchange not making any inquiry into the truthfulness of the pros- 
pectus, 7b, ~ 


Conclusion that the best plan to secure full disclosure is to require certain matters to 
be stated in the prospectus, and to make false statements or wilful omission a ground for 
a civil action, Rep, xlix——Enumeration of matters which should be stated in the 
prospectus, 2b. : 

See also Hypothecated Securities. 


Public, The. Business of the public, rather than of the Stock Exchange Committee, to 


inquire into the solvency of any borrewing State, De Zoete 554, 555 Impracticability 
of preventing the people of this country buying bad loans, brought out in Paris or else- 
where, if so determined, Lewis 4863-4867 Conclusion that the public must look to 
themselves, rather than to legislation, for protection, Cohen 5179. 5188-5200; De: Zoete 
5462, 5463. 5471—— Expediency of the public clearly understanding that they are lend- 


ing on the terms of the prospectus, Cazenove 5615, 5616. 


Deception of the public by the exaggerated statements in the prospectus, Rep. xlv 
Deception also by reason of the fictitious market created by the dealings on the part 
of contractors before allotment, <4.—— Reference to the credulity and cupidity of certain 
classes of the community as having blinded them to the danger of the speculative loans 
investigated by the Committee, 7. ; 


Comment upon the means employed in order to induce the public to apply for loans ; 
fictitious premium to which the scrip is raised by the operations of syndicates and others, 
Rep. xlvi, xlyvii. | mar 

Conviction expressed by the Committee that the best security against the recurrence 
of such evils as have been brought to light during the present investigation will be 

found, 
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Public, The-—continued. 


found, not so much in legislative enactments, 
their rea! nature or origin, Rep. 1. 


- See also Bad Loans. Legislation. 
PuBLiciry : 


as in the enlightenment of the public as to 


Advantage of its being made public when a loan is issued at an enormous and unrea- 
sonable profit to the contractor or agent; consideration of objections to this proposition, 
Scott 390. 431-437. 454-460. 463, 464 Advantage also in the indebtedness of the 
borrowimg State being made public; probable difticulties on this point, id. 394-402. 447- 
451— - Great importance of compulsory registration of all contracts and agreements as 
a means of securing publicity, Lewis 4787 et seq. 

Argument that the general public would still subscribe for a foreign loan at eighty, 
and would be guided by general circumstances of the case even though aware that a 
syndicate had obtained the issue at sixty, Grant 5031-5043. 5059-5005—— Doubt as 
to its much concerning the public to know who are the intermediaries of a loan, or the 
members of a syndicate, ib. 5066, 5967. 

Evidence in detail adverse to the proposal that the contracts between the contractor 
and the foreign Government should necessarily be published, so that the public might 
know more especially the price to the contractor and the price of issue, Grant 5068- 
5973- 6077-5082 ; Cohen 5178 et seg.; Cazenove 5589-5635——Approval of its being 
necessarily made public when the issuing Government takes measures for buying back 
a large portion of tlie loan, Cohen 5179. 6220-5227. 5232-5235. 

Excellent effect produced upon public opinion by the disclosures during the present 
investigation, Cohen 5179. 5185-5187; Cazenove 5536 Approval of publicity where 


there is an extreme or excessive margin between the contract price and the issue price, 
Cohen 5200-5210. 


Decided objection to the contractor being required to publish the full terms of his 
contract with’ the borrowing Government, Cazenove 5531, 5532 
publicity when the Stock Exchange committee are asked to grant a quotation and 
settlement, 7b. 5532. 5537-5539 Objection by the borrowing Government to a publi- 
eation of its contracts ; the effect would be to drive the issue of foreign loans from the 
English market greatly to the injury of business and the prejudice of the public revenue, 
tb. 5590-5596. 5618-5625. 

Question considered whether when a loan is sold to a contractor at sixty-four and is 
brought out by him (with the aid of a syndicate) at eighty, the public should not be 
informed that the Government pays interest on a loan at sixty-four instead of eighty ; 
witness is reluctant to express any opinion in reference to such case, save that if the facts 
were known the public would not find the money, Cazenove §598-5618. 5627-5635. 


Argument that great evasion would result, and the introduction of bad loans would be 
facilitated, if it were provided that the prospectus must show the contract price of the 
loan as well as the price of issue to the public, Rothschild 5772-5774+ 5797-5801. §824— 
5843 Effect moreover of the foregoing requirement to drive the issue of all good 
loans from this country, 7b. 5772. 5826-5828. 5833. : 


Examination upon the question whether the public are not unfairly dealt with in being 
asked to subscribe to a loan at eighty per cent. when the borrowing Government gets only 
sixty-four per cent., and thus pays a mucli higher rate of interest than the prospectus 
indicates ; conclusion on the whole that publicity on this subject is not advisable, Roths- 
child 5782-5801. 5820 et seq. 

Result of witness’ experience that much fuller information should be secured to the 
public when a loan is being issued, Sheridan 5867, 5868 Doubt as to good loans 
being excluded from the English market if it were compulsory to state the amount of 
commission or agency, id. 5919-5922. 

Witness has prepared a statement setting forth his views as to the best mode of pre- 
venting abuse in the future issue of foreign loans, and submits the same in detail, Medley 
6963-6968 Argument that the real remedy is to be jound:in publicity, to be secured 


through the medium of the Committee of the Stock Exchange; suggestions on the 
subject, 2b. 5968 et seq. 


Advantage of more 


Conclusion ‘of the Committee as to the expediency of publicity in connection with the 
operations of syndicates and others, Rep. xlviit—Suggestions for ensuring publicity on 


various points by means of information to be supplied, compulsorily, through the pros- 
pectus, 2, xlix. 


Conviction further expressed by the Committee as to the primary importance of pub- 
licity and of public enlightenment in the matter of foreign loans, Rep. | Good results 
anticipated from the information embodied in the present Report, 2d. 


See also Agents and Contractors. Commission. Press, The. Prospectus. 
Quotation of Loans. Registration. Re-purchases. Stock Exchange, 4. 
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| Q. 
QUOTATION OF LOANS: 


1. Practice as to Quotation of Prices before and after Allotment, and as to 
the action of the Committee of the Stock Exchange in the matter.. 

2. Question of withholding a Quotation under certain Circumstances, ' 

3. Strict Prohibition proposedas regards Quotation of Premiums on unallotted 
Stock. 


4. Question of Quoting in the Official List only the Actual Amount issued y 
each Loan. ) 


1. Practice as to Quotation of Prices before and after Allotment, and as to the 
action of the Committee of the Stock Exchange in the matter : 


Circumstance of loans being frequently quoted ‘at'a premium before the settling day, 
VW hile.72-74 —— Explanation on the subject. of prices being made on the Stock Exchange 
before there is any allotment or any official quotation ; difficulty in’ preventing this prac- 
tice, De Zoete 117-131. 241-250 Different rules. as regards quotations of loans and 
quotations of shares; mode, of procedure of the Committee in the former case before a 
quotation is given, 7b. 468 Several instances of salutary interference: by the Committee 
in the suspension of quotations ;, Paper submitted, in illustration, 7b. 468, 469. 

Enhanced yalue of stock by reasow of its quotation; protection’ also to the public by 
the price being quoted, De Zoete 549-553- 582-589 Reference to the quotation in 
the ofticial list as not being, anything: in the: nature of a»guarantee, ib. 582-585—— Ex- 
planation that.the official quotations record only the actual business done, and! that the 
leaving off or closing quotations are not official, 2b. 605, 606. 


Practice of the Steck Exchange as to giving a quotation without insisting upon pro- 
duction of the bankers’ pass book, Cazenove 3265-3268-—— Doubt: as to’ the ‘official 
quotation of such loans. as those of Honduras or Mexico giving to them a fictitious) value, 
Lewis 4925-4928 — Degree of protection tothe public under, the system:as regards) a 
settlement and quotation, Cagenove.5537-6539- 


Commentby tie Committee upon the limited. requirements. of. the Committee of’ the 
Stock Exchange. before granting a quotation, Rep, xlvi~—-Undue prestige given to a 
loan by the grant, of a quotation, 7. xlvi, xlvii—-- Greater difficulty inobtaining: an 
official quotation than a settlement, 7b, xlviil. 


2. Question of withholding a Quotation under certain Circumstances : 


Disadvantage rather than advantage to the public. in the event.of a, quotation, being 
withheld because the whole Joan has not been subscribed, De Zoete 333, 334-———Sugges- 
tion whether it might not be well to refuse a quotation unless a certain, proportion of, the 
loan were allotted, Scott 380. 403, 404 Objections to the proposal for withholding a 
quotation unless a certain amount were allotted, De Zoete 474, 475: 


Suggestion whether, when a quotation is asked for, the, contractor should not apply 
personally ; considerable difficulty however. apprehended, Cazenove, 5533——_Imex- 
pediency of the Committee of the Stock Exchange refusing a quotation unless |the con- 
tract price of the loan has been made public, Rothschild 5796-5801. 5844-586]. 

Opinion of the Committee that whatever. is sufficient to give a settling day should aiso 

. give an Official quotation, Rep, xlviu. 


3. Strict Prohibition proposed as regards Quotation of Premiums on-unallotted 
Stock; 

Conclusion that the only effectual ‘remedy is to prohibit not merely all'dealings in un- 
allotted stock, but all publication or quotation of premiums on ‘such stock, just'as the 
publication.of betting advertisements has been prohibited, Lewis 4797-4807. 4875-4881. 
4890-4892. 4895-4905. | 


4. Question of Quoting in the Official List only the Actual Amount issued of each 


Loan: 


Evidence in detail adverse to the proposal for showing,in the official, list not only the 
nominal amount of any loan, but the amount subscribed, De Zoete, 261-283. 291. 294—- 
301. 315-318. 330-334. 475 Information necessary in increasing the quotation 
according to the number and amount of bonds, issued, Scott 422-424——Improvement 
by quoting the actual amount of each loan issued, Cohen 5184. 5245——Protection to 
some slightextent by quoting the actual amount issued to the public; prejudicial effect, 
however, as regards good loans not fully subscribed for at first, Rothschild 5806-581 4. 
5862-5865. 

Comment by the Committee upon the practice of quoting the whole amount of a loan, 
although part only may have been allotted to the public, Rep. xlvilit—Conclusion that 
returns shouldbe from time to time published -in’ the: official Stock Exchange list, not 
only,,of\ the: nominal amountiof the loan which appears in the Iist; but’ of the actual 

_ amount 
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4. Question of Quoting in‘ the Official List only the Actual Amount, &c.—conta, 


~ ‘amount held by thepublic on which interest is paid, Rep. xlviii The contractors should 
‘be required to’furmsh such’returns at certain intervals, and wny false statement should 
be made penal, 2d, 
See also Dealings before Allotment.’ Stock Exchange. 


R. 


= 


Railway Loans. Question considéred whether, when a loan is for the purpose of construct- 
ing a railway, it would not be some security to the public to show the amount issued, De 
Loete 273-285. 


REGISTRATION: 


1. Evidence in explanation and support of the Bill for the Registration of 
Foreign Loans. 8 

2. Penalty proposed for omission to Register. 

8. Evidence adverse to the proposed Scheme; adverse Conclusions also of the 
Committee. 


1. Evidence in explanation and support of the Bill for the Registration of Foreign 
Loans : 


Promotion, by Mr. Sheridan.and witness, of the Bill which has been referred to the 
Committee relative to the registration of foreign loans; the structure of this Bill is 
merely tentative, and witness is not responsible for the details, Lewis 4778. 4782-4784. 
4788. 4795. 

Evidence strongly in favour of the compulsory registration of all agreements and docu- 
ments i connection with the issue of loans; clause to this effect in the Bill before the 
Committee, Lewis, 4781-4784. 4787. 4789-4794. 4908——Concelusion ‘that certain 
requirements of the Joint Stock Companies Act. of 1867, as to the registration of 
documents, should be: extended to foreign loans, and to the contractors who issue them, 
ib. 4787. 4789-4794. 

Benefit to be derived from a registration or:record of the names and addresses of the 
allottees, Lewis 4808, 4809. 4849-4854; Sheridan 5917, 6918 Expediency of regis- 
tration applying to all subsequent transactions after allotment, so ‘that there may be full 
publicity of the arrangements with the contractors, Lewis 4854.'4855 Recomenda- 
tion that loans brought out abroad be not allowed to be advertised in Englani, uoless the 
particulars be registered liere, ib. 4869. 


Explanation that the registration of dealings in foreign stock should refer only to 
dealings between the agent or contractor and the foreign government, Lewis 4893, 4894. 
4906-4908 —— Valuable check by a registration of the primary issue of the bonds, 7d. 
4911—4915- 

Evilsought to be removed by the proposal in witness’ Bill for ‘a registration of the 
securities offered: by the borrowing government, Sheridan 5868 Postponement of the 
Bill from the last Session owing to the negotiations then going on for a settlement of the 

Mexican debt, id. 


Approval of a substitution of the word * prospectus ” forthe word “ proposals ” in the 
first clause of witness’ Bill, in regard to registration, Sheridan 5869. 5876, 5877 
Objection to registration by the Stock Exchange as compared with the proposed registra- 
tion by the registrar of joint stock companies, 2d. 5870-5874. 5949 Advantage anti- 
cipated from an official registration of ihe prospectus, 7d. 5878-5891. 
Evidence explanatory of the proposal in Clause .2 of the Bill for the registration of all 
contracts, agreements, and other material documents entered into by the agent of the 
. borrowing government; approval of certain amendments of this clause, Sheridan 5892- 
.. 6995- 5910-5913 ——Check upon the money being unduly retained in this country by a 
registration of the accounts, ib. 5914-5916. : 

Explanation that registration\isinot ;proposed in reference to the disposal of money 
retained by the agent for purchases of arms, &c. for the foreign government, Sheridan 
.5923-5927-—— Reason for the proposed registration of the statutes of foreign companies 
raising money, 7. 5928, 5929 Conclusion that registration, though not perhaps 
on the precise lines of witness’ Bill, is the best remedy for the evils under consideration, 

ib. 5949. 
- Approval of a system of ‘registration ; suggestions as, to the information to be regis- 
- ‘tered, Scott 380. 390-393. 427-437. 
beroveg67. 4E4 2. Contract 


280 REG REP 


ee 


Report, 1875—continued. 


eS 


REGISTRATION—conuinued. 
2, Penalty proposed for omission to Register : 


Amendment properly required in the Bill before the Committee as regards the penalty 
for omitting to register all documents relating to any loan and its issue, Lewis 4909, 
4910. 

Exception taken to the view that the punishment proposed by the Bill for wilful omis- 
sion to register certain documents is too severe, Sheridan 5941-5947. 


3. Evidence adverse to the proposed Scheme; adverse Conclusions also of the 
Committee : 


Opinion that foreign loans would be rendered almost impossible if it were necessary to 
register them, as proposed by Mr. Sheridan’s Bill, De Zoete 483, 484. 559-561 
Considerations adverse to making public all agreements between borrowing States and 
contractors, or between the latter and syndicates ; objection thereto on the part of the 
horrowing country, Grant-5068-5073. 5077-5082. 

Grounds for the conclusion that certain proposals in Mr. Sheridan’s Bill would alto- 
gether prevent the issue of foreign loans in England, witness submitting that such legis- 
lation is exceedingly inexpedient, Cohen 5178 et sey. Uselessness of registering the 
original issue of bonds, 2b. 5228. 


e 

Evidence in detail adverse to the scheme for ensuring publicity by means of a system 
of registration; prejudicial effect in diverting loans from the English market, Cazenove 
5589-50353 /othschild 6772-6774. 5797-580'. 824-5843. 

Careful consideration given by the Committee to the Bill for the compulsory registra- 
tion of foreign loans, Rep. xhx Grounds for the conclusion that it is not expedient to 
proceed further with the measure, 72d. Confusion and injustice by declaring unregis- 
tered documents to be null and void, ib.—--Great difficulties moreover in securing the 
disclosure of questionable contracts and combinations which the persons concerned therein 
have the greatest interest to conceal, 1d. 


Sce also Accounts. Agents and Contractors. Allotment of Stock. Price of 
Issue. 


Remedial Measures. Explanation that witness is not prepared to suggest remedies for the 
evils brought to light before the Committee, but proposes to criticise the remedies which 
have been proposed by others, Rothschild 5765-5771. 5780, 5781. 

See also Dealings before Allotment. Legal Proceedings. Prospectus. Publicity. 
Quotation of Loans. Registration. Re-purchases. Stock Exchange. 


Repudiation. Tendency of the evidence before the present Committee to induce foreign 
eovernments to plead insufficiency of powers in the persons by whom loans bave been 
brought out, Cohen 4018. 


Re-purchases. Frequent instances of extensive re-purchases of new loans on the part of 
those issuing them, in order to keep up the market, Tucker 2441-2443. 2457-2463—— 
Justification under certain circumstances, and to a limited extent, of re-purchasers of new 
loans in'the market, Foster 3567-3579. 


Inadequacy of a declaration that there had been no buying back, Lewis 4877, 4878 
Conclusion as to there being no necessity for artificial buying back in the market, on the 
plea that it is essential to counteract the operations of the “ bears,” 2b. 4884-4889. 


Di cided objection to any interference with the power of the contractor, or of the issuing 
firm to buy back stock with their own money before allotment, Cohen 5179 Approval 
of its being obligatory to state the fact in the prospectus when the borrowing government 
takes power to buy back three-fourths of the Joan for itself, 7b. 5179. 5220-5227. 5232- 
5235+ 

Proposal that, where a special commissioner is appointed, he should make a declara- 
tion that no proceeds of the loan would be used to purchase stock for or on behalf of the 
government; the contractor should join ‘in this declaration, Cazenove §535- 5573- 
5576. 

Unfairness in preventing a loan contractor from baying back in the market, whilst others 
may sell at a discount in order to depress the market, Rothschild 5802—— Evasion 
expected if it were required that the prospectus should state whether the borrowing 
government took a power of re-purchase, 7. 5815-5818. 


Comment by the Committee upon the practice of sometimes authorising the contractors 


to buy back a large portion of the loan with the money received from the allottees, 
Rep xiv. xlvii. 


Opinion that the Stock Exchange Committee, before granting a settling day, should 
require the production of a statutory declaration by the special commissioner, if any, of 
the foreign government, and by the contractor or agent for iseuing the loan, stating, as 
the case may be, either that no part of the proceeds of the loan has been, or is to a 

devote 
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Re-purchases—continued. 


devoted to buying back any of the stock, or that the borrowing government has reserved 


to itself, or its agent, the right to re-purchase part of the loan, the amount of which should 
be stated, Rep. xviii. 


Suggestion also that the prospectus should includea statement that no part of the pro- 

~ ceeds of the loan is to be applied in buying back any of the stock, or (as the case may be) 

the amount, if any, which the borrowing government ‘reserves to itself the rivht to re- 
purchase and cancel, Rep. xlix. ‘ 


See also Costa Rica Loans, 11.10. Honduras Loans, Il. 8.9; IV. 9. Paraguay 
Loans 1.9; II. 9. San Domingo Loan, 8, 9. Syndicates. 


Resources (Borrowing States), Utter inadequacy of the resources of Honduras, San 


Domingo, Costa Rica, or Paraguay, to meet the liabilities incurred in each case, 
Rep. xliv. 


Suggestion that the prospectus be required to show the revenue of the borrowing state 
for the preceding three years, as well as the public debt of the state, Rep. xlix Also, 
that the prospectus should contain, in case of special hypothecation, a full statement of the 
revenues, lands, forests, public works, cr other property, upon which the proposed loan is 
secured, and of prior charges, if any, upon such security, 7d. The prospectus should 
also state the funds out of which the interest is to be met tor the next five years, 7. 


See also Costa Rica Loans. Honduras Loans. Paraguay Loans. Prospectus. 
San Domingo Loan. . 


Robertson, Ernest. (Analysis of his Evidence.)—As articled clerk of Mr. James Cooper, 
solicitor, of Billiter-street, witness produces a general trust deed, dated goth June 1868, 
showing in detail the arrangements and conditions relative to the placing of Honduras 
bonds to the amount of 951,660 J. by Mr. Charles Lefevre, 1163-1170. 


Robinson, Fleming, & Co. See Paraguay Loans. 


Rothschild, Nathaniel Meyer de (Member of the House). (Analysis of his Evidence.)— 
Explanation that witness is not prepared to suggest remedies for the evils brought to 
light before the Committee, but proposes to criticise the remedies which have been pro- 
posed by others, 5765-5771. 5780, 5781. 

Argument that great evasion would result, and the introduction of bad loans would 
be facilitated, if it were provided that the prospectus must show the contract price of the 
loan as well as the price of issue to the public, 5772-5774. 5797-5801. 5824-5843 
Eflect moreover of tle furegoing requirement to drive the issue of all good loans from 
this country, 5772. 5826-5828. 5833—— Statement showing the inexpediency of the 
proposal that the subscriptions should be opened as soon as the prospectus was issued, 
upon the principle of “ first come, first served,” 5774-5779. 

Examination upon the question whether the public are not unfairly dealt with in being 
asked to subscribe to a Joan at 80 per cent. when the borrowing Government gets only 
64 per cent. and thus pays a much higher rate of interest than the prospectus indicates ; 
conclusion on the whole that compulsory publicity on this subject is not advisable, 5782- 
5801. 5820 et seq. Inexpediency of the Committee of the Stock Exchange refusing « 
quotation unless the contract price of the loan has been made public, 5796-5801. 5844- 
585! Advantage if the Committee of the Stock Exchange could prevent dealings 
before allotment ; expected evasion of legislation to this effect, 5802, 5803. 5852-5855. 


Unfairness in preventing a loan contractor from buying back in the market whilst 
others may sell at a discount in order to depress the market, 5802 ——Reference to a 
syndicate as merely an association of persons for just or unjust operations, 5804, 5805 
Evidence to the effect that it would be some slight protection to the public if the 
amount of the loan actually issued were duly stated in the official list of the Stock 
Exchange; prejudicial effect, however, in the case of any good loan not fully subscribed 
for at first, 5806-5814. 5862-5865. 

Eyasion expected if it were required that the prospectus should state whether the 
borrowing Governmeut took a power of repurchase, 5815-5818 Approval of the deed 
of authority of the agent or contractor being lodged at the Foreign Office, 58:9 
Belief that the Committee of the Stock Exchange act to the best of their ability in the 
interests of the public; question hereon as to the investigation exercised before granting 
a quotation, §844-5851—— Practice of witness’ firm in the allotment of loans; preference 
given to bond fide applications, 5856-5861. 


Russian Loans. Impression that there have been syndicates in the case of some Russian 
loans, Grant 5013. 
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S. 
San DominGo LOAN: 


1. Authority for the Issue of the Loan. 
Contracts or Agreements with Mr. Hartmont; Provisions therein as to 
the Amount to be paid to Government, and as to the Annual Charge. 
3. Question as to the San Domingo Government having subsequently, annulled 
the Contracts with Mr. Hartmont. 
4, Preliminary Inquiry relative to the Resources of San Domingo. 
5. Issue of the Prospectus through Messrs. Peter Lawson & Son; Terms of 
the Prospectus. - 
6. Securities offered for the Loan. 
7. Arrangement contemplated in the first instance with Mr. J. T. Mackenzie. 
8. Difficulty as to the disposal of the Bonds; eventual disposal of a large 
Amount under arrangement with Messrs. Bischoffsheim & Goldschmidt, 
and others. . 
9. Particulars of the Arrangement made through Messrs. P. Cazenove & Co. 
with Messrs Bischoffsheim & Goldschmidt and Messrs. J. S. Morgan 
Co. 

10. Sundry Documents submitted to the Committee of the Stock Exchange in 
support of Applications for a Settlement and Official Quotation. 

11. Explanations by Mr. Hartmont as to his Receipts and Expenditure in 
respect of the Loan; large Balance still retained by him, conditionally, 
whilst only 50,0001. have been paid over .to the Government in San 
Domingo. é 

12. Claims of Mr, Hartmont in respect of the Sumana Bay Concession. y 

138. Guano Supply of Alto Velo. 

14. Explanations on the part of the present Representative of San Domingo.; 
denial of many of the Statements of Mr. Hartmont, and repudiation of 
his Action. 

15. Absence of Remittances for the Service of the Loan. 

16. Rise and Fall in the Price of the Bonds. 

17. Conclusions and Comments by the Committee. 


1. Authority for the Issue of the Loan.: 


Decree of the Dominican Senate, dated 29th April 1869, authorising the executive 
power to contract a loan to the amount of 2,100,000 dollars, or 420,000 /.; security for 
repayment of principal and interest, Hartmont 3158-3161 Document, dated 8th May 
1869, issued by the President of San Domingo, authorising witness to raise the loan in 
Loudon, and reciting the special guarantees for the payment of interest ‘and principal, 7d. 

3174, 3175. tae 3 


2. Contracts or Agreements with Mr.\Hardmont; Provisions therein as to the 
Amount to be paid to Government, and as to the Annual Charge: 


Witness was appointed Consul General in England for the Republic of Santo Domingo 
in 1869, and was authorised to bring out the loan of that year, Hartmont. 3126, 3127 
Contract-of witness with the San Domingo Government for the loan; powers given 

to him to arrange the details, 7. 3155, 3156. 


Agreement between the Government of San Domingo and witness, dated 1st May 1869, 
prescribing conditions and terms as to the issue of the bonds, the payment of principal 
and interest, and the guarantees or securities to be given, Hartmont 3162-3169—— 
Further agreement between the Government and witness, dated 1st May 1869, showing 
that he handed over drafts at sixty days’ sight for 50,o00/., being the. first payment 
stipulated for on account of the loan, 7b. 3169-3173. 


Additional treaty, dated ist May 1869, whereby witness was to receive 100,000 J. as 
compensation for outlays, risks, and commission; explanation that this was to cover the 
cost of opening up the mines and forests of Samana, Hartmont, 3175-3179——Explana- 
tion that the nominal amount of the bonds was left to witness so long as the Government 
got 420,000 1., 2b. 3386, 3387. 3410, 3411. 

Further statement as to the Government having agreed to provide 58,900 J. for twenty~ 
five years, for which witness contracted to find 420,000 /.; he would have retained anything 
produced by the loan in excess of this amount, Hartmont'3440-3448. 


3. Question as to the San Domingo Government having subsequently annulled the 
Contracts with Mr. Hartmont: . ; 


Denial that witness was aware until he was so informed by Colonel Mendez in 1872» 
that a decree had been passed in July 1870, declaring the contracts with witness’ firm to 
be null and void, Hartmont 3338-3341. 3371-3380—— Examination relative to a docu- 
ment issued by Colonel Mendez, as Chargé d’Affaires of San Domingo, in September 

1872, 
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San DomiInco LoAN—continued. 
8. Questron as to the San Domingo Government, §&¢.--—continued. 
1872, stating that the contracts entered into with witness had been declared in July 1870 
to be null aud void, he having-exceeded his powers, Hartmont 3362-3380. 

Denial by Government that witness was authorised to contract a loan of more than 
420,000 1., Hartmont 3366——Reference to certain official letters to witness.in August 
and September 1869, as showing’that at this period the Government were urging the 
prompt emission of the loan, 2b. 3380-3385. 


4, Pretiminary Inquiry relative to the Resources of San Domingo : 
Investigations in San Domingo by Mr. Henry Graham Lawson and witness early in 
1869, accompanied by an engineer and a chemist; examination made as to the forests, 
mines, and guano deposits, Hartmont 3143-3164. 


5. Issue of the Prospectus through Messrs. Peter Lawson & Son; Terms of the 
Prospectus : 

Issue of a prospectus of the loan by Messrs, Peter Lawson & Son ; high standing and 
great respectability of this firm, Hartmont 3129-3135 This prospectus read ; appli- 
cations invited therein fora six per cent. loan of 757,700 2. at 702. per 1002. bond, to be 
redeemed at par within twenty-five years, 2b. 3136-3139——Leiter from witness to Messrs. 
Peter Lawson & Son, dated 24th July 1869, authorising them to issue a loan of 
757,700 l., nominal, id. 3180-3184. 

Copy of the prospectus of the San Domingo Loan of 1869, App. 130, 131. 


6. Securities offered for the Loan ; 

Explanation relative to the securities offered for the repayment of the loan, the avowed 
object being the construction of roads and railways, Hartmont, 3138-——Statement that 
the customs duties are undoubtedly pledged in payment of the interest on the loan, and 
that these amount to at least 500,000 dollars a year, 2. 3388-3391. 

Certificate of amount of custom house dues at the poris of San Domingo and Puerto 
Plata, App. 132. 

7. Arrangement contemplated in the first instance with Mr. J. T. Mackenzie : 

Arrangement made with Mr, J. T. Mackenzie, whereby he was to take the whole loan 


“ firm ;” preparation of the prospectus by Mr. Mackenzie, although he eventually with- 
drew from the arrangement the day before the issue of the prospectus, Hartmont 3186- 


3196. 


8. Difficulty as to the Disposal of the Bonds ; eventual Disposal of a large 
Amount under Arrangement mith Messrs. Bischoffsheim & Goldschmidt, and 
others : 

Total issue of not more than 178,000 7., nominal, of the loan up to 2znd October 1869, 
of which amonnt 91,000 /., nominal, went to Peter Lawson & Son, for 50,000 7. advanced 
by them, Hartmont 3197-3203-——Failure of attempts made between October 1869 and 
January 1870, to issue the remainder of the loan, 7b. 3204-3206. 

Eventual disposal, conditionally, of the balance of the loan to Messrs. Bischoffsheim & 
Goldschmidt and Messrs. J. S Morgan & Co.; this was done through Messrs. Cazenove 
in January 1870, Hartmont 3207-3219 Ultimate disposal of all the bonds: to the 
public, representing a total cash receipt of 372,009 7. 15s. 1d., for which the indebted- 
ness of Costa Rica is 757,700 /.; several sources of disposal, 76. 3274-3280. 


‘9. Particulars of the Arrangement made through Messrs: P. Cazenove & Co. with 
Messrs. Bischoffsheim & Goldschmidt and Messrs. J, S. Morgan & Co.: 


Employment of witness’ firm, on the part of Messrs. Peter Lawson & Son, in January 
1870, in neyotiating the sale of 571,700 2. bonds of the San Domingo Loan; lengthened 
discussion and negotiation involved, Cuzenove 3224-3236 Contract for the sale of the 
bonds to Messrs. Bischoffsheim & Guldschmidt and Messrs. J. 8. Morgan & Co., dated 
31st January 1870, 2b. 3237, 3238 Other persons associated in the contract besides 
those disclosed therein, 26. 3238-3240 Commission of 2,000 1. paid to witness’ firm, 
which they took in bonds at 607. cash for each 100 /. bond, 2b. 3242-3245. 3259-3263. 


Statement that witness’ firm acted solely and simply as brokers, and that their functions 
ceased when they handed over the contract, Cazenove 3246-3250—— Probable explana-. 
tion of a discrepancy between the balance unallotted on 22nd October 186g, and the 
amount dealt with by the contract of gist January 1870, ib. 3251-3255. 3259-3263--— 
Practical completion of the negotiations for sale before the contract was formally made, 
ib. 3256-3258 Payment of about 10y,0v0/. in cash in respect of the contract, 2b. 3264 
Disposal by wituess’ firm, as brokers, of 70,100 2 of bonds at prices varying from 
70 to 71, in the period from 11th February to the end of May, 2b. 3269-3273. 
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15. Absence of Remittances for the Service of the Loan : 
Non-payment of any interest out of the customs duties, Hartmont 3392-3354. 


16. Rise and Fall in the Price of the Bonds: 


Diagram submitted by Mr. Cracroft showing the rise and fall in the price of the bonds, 
App. 194. : 


17. Conclusions and Comments by the Committee : 


Summary of the circumstances and conditions under which the Santo Domingo Loan 
for 757,700 1. nominal, was brought forward by Mr. Hartmont, as Consul General for 
the Republic in London, Rep. xxvii——Reference to the special securities offered as a 
supplementary guarantee for the repayment of the loan and interest, ib. Issue of the 
prospectus of the loan by Messrs. Peter Lawson & Co., acting for Mr. Hartmont, id. 


Very bad reception of the loan by the public; unsuccessful attempts subsequently 
made, in the summer of 1869, to place the loan by means of a syndicate, Rep. xxvii—— 
Certificate signed by Peter Lawson & Son, in October 1869, that 178,700 Z. (nominal 
value) had been allotted to the public; of this amount only 15,000 /. was really sub- 
scribed for by the public, id. Partial quotation granted by the Committee of the 
Stock Exchange, 2.——Steps subsequently taken by means of an arrangement with 
Messrs. Cazenove & Co. for the disposal of about halfa million of bonds, 2b. xxvii, 
XXViil. 


Application in January 1870 for a quotation for the entire loan, as having been all 
disposetl of, Rep, xxvili—-Imperfect information and.certificate upon which the com- 
mittee of the Stock Exchange granted a quotation for the entire loan; comment upon 
their action in the matter, 7d. Means by which the whole of the balance of the bonds 
were eventually sold to the public ; that is, under an agreement with Messrs. Bischoff- 
sheim & Goldschmidt, and Messrs. J. S. Morgan & Co., 2. 


Very small amount received by the San Domingo Government out of the proceeds of 
the loan; conflicting statements hereon by Mr. Hartmont and Colonel Mendez, Rep. 
xxix-—— Repudiation of the loan in July 1870, though this fact was not communicated 
to the English public nor to Mr. Hartmont till September 1872, id. Comments upon 
the grounds assigned by the Government for the repudiation, 2d. 


Course ultimately pursued by Mr. Hartmont in retaining possession of a large portion 
of the proceeds of the loan, he having preferred a claim against Government in respect 
of the Samana concession, Rep. xxix. 


Statement showing the nominal amount of the loan, the very small proportion (38,000 J. 
or 50,000 /.) received by the Government, and the total liability in respect of interest 
and sinking fund, nothing having been paid on these accounts, Rep. xxx. 


Comment upon the grant of a quotation on receipt of a certificate that the total amount 
had been disposed of, this being a statement false in fact, and insufficient if true, Rep. 
xlvi. 


Schiff, Charles. (Analysis of his Evidence.)—As representing Baron Erlanger, submits 
certain tabular forms containing details in connection with the Costa Rica Loan of 1872; 
explains that some of these forms have been prepared from information supplied in 
evidence by Mr. Foster, 4019-4025. 


Scott, Septimus Richard. (Analysis of his Evidence.)—Has been for seven years a member 
of the Conimittee of the Stock Exchange, and is conversant with tie practice of launching 
foreign loans, 338-342 —— Freqvent instances of syndicates being formed who take por- 
tions of loans ata price considerably below the issue price to the public; enormous 
profit sometimes realised under this system, 343-360 Responsibility of the syndicate 

- to the foreign government for the portion of the loan which they take “ firm,” or at a 
fixed price, 347. 358. 425, 426. 

Employment of brokers by the syndicate in order to keep up the price in the market, 
for which purpose “ pocket orders” are given; disapproval of this practice, 351..361- 
377——Dilbculty as to the Stock Exchange Committee interfering with the operations 
for fictitiously enhancing the price before allotment, 377-379. 405-409 Approval of 
a system of registration; suggestions as to the information to be registered, 380. 390- 
393- 427-437-—— Suggestion whether it would not be well to refuse a quotation unless a 
fair proportion, such as two-thirds of the loan, were allotted, 380. 403, 404. 


Limited extent to which the Stock Exchange Committee enters into the question of 
fraud before granting a settling day in the case of a foreign loan, 381, 382——-Varying 
practice of the Committee as to the amount required to be subscribed before granting a 
settlement, 383-389—— Advantage of its being made public when a Joan is issued at an 
enormous and unreasonable profit to the contractor or agent; consideration of objections 
to this proposition, 390. 431-437. 464-460. 463, 464 Advantage also in the in- 

debtedness — 
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Scott, Septimus Richard. - (Analysis of his Evidence)—continued, 
debtedness of the borrowing state being made public; probable difficulties on this, point, 
394-402. 447-451. 

Requirement of the Stock Exchange as to the allotment of two-thirds of the total 
amount in the case of shares, 403 Advantage also of the rule that all statements in 
the case of shares shall be under statutory declaration, 403, 404—-—Balance of advan- 
tage, as compared with the disadvantage, by prohibiting bargains and quotations before 
allotment, 405-412 Expediency of its being made public when portion of a loan is 
eancelled by the contractor, 416-418. 

Explanation that before grantiag a quotation for the whole of the St. Domingo Loan 
the Stock Exchange Committee received an assurance that the second issue would be at 
a price not lower than the first, 419-421. 423 Advantage of the former plan of ten- 
dering for the whole of any loan at a fixed price, rather than of the syndicate system ; 
the latter is, however, being given up, 421 Information necessary in increasing the 
quotation according to the number and amount of bonds issued, 422-424. 


Probable effect of a system of registration in diverting the issue of loans from England 
to the Continent, 427-429 Doubt as to any advantage by extending the time for which 
the list of applications is open to the public, 438-443. 465——Objection to the induce- 
ment offered by the commencement of drawings almost immediately after the issue of 
the loan, 444-446——Obstacle to more frequent settlements on the Stock Exchange, 
452, 453 Considerable expense attending the issue of loans; undue use sometimes 
made of advertisements, 461, 462. 


Secret Agreements. Comments by tle Committee upon the secret agreements between 
ageuts or contractors and syndicates, Mep. xlvii Profound secrecy is, in fact, the 
essence of the operation whereby the public are induced to apply for allotments, 2b. 


Security for Loans. See Hypothecated Securities. 


Settlements (Stock Exchange). Effect of a settling day on the Stock Exchange in giving 
an improved status to a new undertaking, De Zoete 231, 232,-—~ Obstacle to more fre- 
quent settlements on the Stock Exchange, Scott 452, 453. 

_ Opinion of the Committee that a settling day should be granted to all proposals not 
on the face of them illegal, in which there is sufficient dealing to make it convenient ta 
the public that such dealings should be made known, Rep. xlviii. 


See also Dealings before Allotment. Stock Exchange. 


Shares (Joint Stock Companies). Explanation in regard to shares in companies being 
sometimes allotted conditionally, De Zoete 228-230 Distinction between shares in 
companies and foreign loans as regards the expediency of requiring thata certain pro- 
portion should be paid up, 23. 330. 

Requirements of the Stock Exchange as to the allotment of two-thirds of the total’ 
amount in the case of shares, Scott 403. 


Exception taken to the suggestion that there should be an assimilation of the loan 
rule to the share rule, as regards quotation, De Zoete 469. 


Explanation relative to the action of the Stock Exchange Committee in 1864 in re- 
fusing to recognise bargains in joint stock shares before allotment; failure of the rule 
then made to prevent such bargains, so that it was found necessary to remove the restric- 
tion, De Zoete 5428-54 45. 5503-5505. 

See also Leeman’s Act. 


Sharp, Mr. Doubt as to the present address of Mr. Sharp, the solicitor, who drew up the 
Convention of October 186g, in respect of the Honduras Loan cf 1867, Davids 1604- 
1612. ——See.also Honduras Loans, XXIV. 


Sheridan, Henry Brinsley (Member of the House). (Analysis of his Evidence.)—Result of 
witness’ experience, as chairman for. several years of the committee of Mexican bond- 
holders, and as having acted otherwise in the interests of bondholders, that much fuller 
information should be secured to the public when a loan is being issued, 5867, 5868 
—-Evil sought to be removed by the proposal in witness’ Bill for a registration of the 
securities offered by the borrowing government, 5268 Postponement of the Bill from 
the last Session owing to the negotiations then going on fora settlement of the Mexican 
debt, 2b. 

Approval of a substitution of the word “ Prospectus ” for the word “ proposals ” in 
the first clause of witness’ Bill, in regard to registration, 5869. 5876, 5877—Objection 
to registration by the Stock Exchange as compared with the proposed registration by the 
Registrar of Joint Stock Companies, 5870-5874. 5949 Explanation of the advantage 
anticipated from an official registration of the prospectus; evidence readily available 
thereby in the event of subsequent legal proceedings, 5878-5891. 
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Sheridan, Henry Brinsley (Member of the House.) (Analysis of his Evidence.)—continued, 


Evidence explanatory of the proposal in Clause 2 of the Bill for the registration of all 
contracts, agreements, and on other material documents entered into by the sane of the 
borrowing government ; approval of certain amendments of this clause, 5892-5905 5910- 
5913 Approval also of certain information as regards revenue and taxes bewie Ttod 
in the prospectus as well as registered; advantage of this provision in the case of the 
smaller States, 5895-5901. 5906-5909——I mportance of a description and registration 
in respect of the securities hypothecated to the service of each loan, 5913. 5950. 


Advantage of a registration of the accounts after the loan has been raised; check 
thereby upon the money being unduly retained in this country, 5914-5916 ——Benefit 
to be derived from a record of the names and addresses of the allottees, 5917, 5918—— 
Doubt as to good loans being excluded from the English market if it were compulsory to 
state the amount of commission or agency, 5919-5922—-—Explanation that registration 
is not proposed in reference to the disposal of money retained by the agent for purchases 
of arms, &c., for the foreign Government, 5923-5927 Reason for the proposed 
registration of the statutes of foreign companies raising money, §928, 5929. 

Respects in which protection would arise to the public if the names and addresses of the 
agents of borrowing governments were registered ; difficulty, however, as to legal pro- 
ceedings where the diplomatic representative acts as agent, 5930-5940 ——Exception 
taken to the view that the punishment proposed by the Bill for wilful omission to register 
certain documents is too severe, 5941-5947: 

Conclusion that registration, though not perhaps on the precise lines of witness’ Bill, is 
the best remedy for the evils under consideration, 5949 Reference to a list of forcidin 
loans in default to the amount of 76,600,000 l., besides which there is the Spanish debt 
of 165,000,000 L., which is largely held in England, 5950——Check to dealings before 
allotment if the amount of commission to the agent or contractor were necessarily dis- 
closed, 5950. 59579 5958 Concurrence in the view that the prospectus should contain 


the fullest possible information, 5951-5959- 


Simpson, The Rev. Thomas. (Analysis of his Evidence. )—Purchase by witness in 1871 

of some bonds of the Honduras Loan of 1870, at about 80/.; 1400-1406 Sudden fall 
in the price of the bonds in June 1872, whereupon witness wrote on the 1st of July to the 
Honduras Minister asking for information on certain points, 1407-1410 Reply to the 
foregoing, dated 3rd July, and signed by “R. de Silva, Secretary,” conveying satis- 
factory assurances as to the funds for the service of the loan, 1411-1414. F 

Correspondence between witness and the Honduras Legation subsequently to the 
suspension of dividends in January 1873; denial on the part of the Legation that the 
letter of 3r¢ July 1872 was ever written by Senior Silva, 1415-1428 Circumstance of 
witness having purch»sed some more stock on the faith of the letter purporting to have 
been written by Seftor Silva, 1429, 1430- . 

Statutory Declaration. Advantage of the rule of the Stock Exchange that all statements 
in the case of shares shall be under statutory declaration, Scott 403, 404 Grounds for 
the objection of the Stock Exchange Committee to require a statutory declaration from 
the contractors for foreign loans, De Zoete 590-596. 

Doubt as to the expediency of requiring a statutory declaration that the statements in 
the prospectus are correct, witness, however, attaching great importance to the most careful 
and exact information being supplied in the prospectus, Grant 5083-5 086. 

Recommended requirement of a statutory declaration when the contractor applies for 
a settlement, Cazenove 5533-5535- 


Stock EXCHANGE: 

1. Constitution and Jurisdiction of the Committee of the Stock Exchange. 

2. Practice as to Applicatrons for a Settlement and Quotation in the case of 
Foreign Loans, and as to the Requirements of the Stock Exchange in the 
matter. ; 

3. Operation of the present System in yelation to the Interests of the Public ; 
Question of amending the existing Rules. 

4. Proposal for a full Inqury by the Stock Exchange Committee, with a 
view to Publicity. 

5. Conclusions and Suggestions by the Committee. 


1. Constitution and Jurisdiction of the Committee of the Stock Exchange: 


Evidence explanatory in detail of the nature and extent of the jurisdiction of the Com- 
mittee of the Stock Exchange in reference to foreign loans, &c., De Zoete 80 et seq. 
466-468—— Constitution of the Committee adverted to, many of the members being 
interested in foreign loans, 2b. 308-314 There are thirty members on the Committee, 
7b. 308. 


Absence of abuse thro ugh the presence of members interested in applications for a 
settling» 
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Stock EXCHANGE—continued. 
1. Constitution and Jurisdiction of the Committee, §c.—continued. 


settling day, De Zoete 313, 314; Scott 386-389 ——The Committee is a varying body, 
as fifteen members may be present one day, and another fifteen the next, who may take 
different views, Scott 385. 

Establishment of the Committee originally as a private tribunai for the regulation of 
business limited to English stocks, De Zoete 467, 468 Gradual extension of the” 
functions and jurisdiction of the Committee, these being now of a public and quasi 
judicial character, ib. 467, 468. 


2. Practice as to Applications for a Settlement and Quotation in the case of 


Foreign Loans, and as to the Requirements of the Stock Exchange in the 
matter : 


Nature of the communications between the agents for a loan and the Stock Exchange, 
the former certifying as to the amount subscribed, and subuntting the scrip and bonds 
for inspection, White 26-32. 66-68. 75-77 Practice as to communicating with the 
Stock Exchange when the loan is brought out in Paris and other capitals as well as in 
London, id. 27, 28. 49-52. 


Rules in force as to the dccuments to be submitted to the Committee of the Stock 
Exchange before a special settling day is granted for transaction in the scrip of a new 
loan, De Zoete 80-95 Non-inquiry by the Committee into the question of repayment 
of the loan, or the amount. of interest, 7b. 96-99 Transmission of the papers to the 
Stock Exchange after the allotment, 7b. 100-102. 


Refusal of a settling day if the papers do not show that the powers of the agents for 


the loan are clear, De Zoete 103-105——Practice of granting a settling day without re- 
quiring that a certain proportion of the loan has been subscribed, 76. 106—108——Non- 


inquiry into the bona fides of the allotment as certified by the agents, ib. 109-116. 


Obligation upon agents to submit documents in support of their application for a set- 
tling day, De Zoete 288-290 Refusal of a settlement if fraud were substantiated ; 
impression that fraud has not been suspected in any case, 70. 2y2, 293. 319-321-335 
Action of the Stock Exchange Committee upon the basis of their rules in deciding upon 
applications for a settlement, 7b. 302-307 Practice of the Committee to take for 
granted the certificate of the agent that a certain amount of the loan has been subscribed, 
1b. 322-324. 

Limited extent to which the Stock Exchange Committee enters into the question of 
fraud before granting a settling day, Scott 381, 382 Varying practice of the Com- 
mittee as to the amount required to be subscribed before granting a settlement, 7b. 383- 
389. 

Opportunities given to bondholders and others for urging objections when notice 
of a new loan is issued, De Zoete 468. 473. 540-542. 556-558 Doubt as to the action 
to be taken by the Stock Exchange Committee in the event of their bemg aware that 
nineteen-twentieths of the money payable on allotment was found by the coutractors for 
the loan; reference especially to the Honduras loan of 1867, ab. 505-514 Practice as 
to giving a settlement in the scrip before the bonds are issued, 2b. 543-548. 


More stringent rules of the Steck Exchange in the matter of companies than of loans, 
De Zoete 5442, 5443- 


3. Operation of the present System in relation to the Interests of the Publics 
Question of amending the existing Rules: 


Opinion as to the sufficiency generally of the existing rules; obstacle to any detailed 
investigation in each case before a settling day is granted, De Zoete 233, 234- Doubt 
as to its being practicable for the Stock Exchange Committee to apply any regulations for 
the prevention of the evils complained of as regards the issue of foreign loans, 7b. 490- 
492, = . ; 

Opinion that with a few exceptions the system of bringing out loans has worked well, 
Baron Erlanger 3995-— Belief as to the conscientious and careful action of the Stock 
Exchange Committee in giving a settlement ; obstacle to the Committee dealing with the 
question of buying back before allotment, C. E. Lewis 4837-4839. 

Anxiety of the Stock Exchange Committee to check evil practices; probable modifi- 
cation of their rules with this object, Cohen 5179 Admission as to the importance of 
the rules of the Stock Exchange being framed in the interests of the public, 2. 5180" 
5185. 

Entire willingness of the Committee of the Stock Exchange to modify tieir rules and 
to impose restrictions if the changes can be shown to be for the protection and benefit of 
the public without unduly preventing public business, De Zoete 5405. 5471. 5477-5483 
— Evidence to the effect that the present rules of the Stock Exchange, such as the 
quotation rule and settlement rule, do act materially for the protection of the public, 7d. 
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Stock EXcHANGE—continued. 
3. Operation of the present System. in relation, &c.—continued. 


5472-5476—--Framing of the rules with a view mainly to the conduct of the business 
of the Stock Exchange, the public being at the same time benefited, De Zoete 5487-5492, 


Explanation that the Stock Exchange Committee, for the time being, might prohibit 
their own members from dealing in any stock before allotment, but that any such rule 
might be cancelled by a subsequent Committee representing a different view of the ques- 
tion, Cazenove 5527 Opinion that many of the-Stock Exchange rules might be im- 
proved, as not being sufficiently stringent to prevent abuses, 7b. 5531. 5536 Actuation 
of the Stock Exchange Committee by disinterested motives in framing their rules, these, 
however, not being stringent enough, ib. 5536 Exception taken 10 the view that there 
is no protection under the present system of dealing with the question of settlement and 
quotation, 7b. 5537-5539. 

Belief that the Committee of the Stock Exchange act to the best of their ability in 
the interests of the public; question hereon as to the investigation exercised before grant- 
ing a quotation, Rothschild 5544-5851. 


4. Proposal for a full Inquiry by the Stock Exchange Committee with a view to 
Publicity: 

Evidence in support of the proposition that an inquiry of a very full character be made 
by the Stock Exchange Committee before granting a settlement and a quotation, that 
the results of such inquiry be widely published, and that the documents be registered, 
Medley 5968 et seg.——- Reliance placed upon the force of public opinion as a means of 
securing the proposed inquiry, the committee being now a voluntary body, %. §969- 
5977- ' (| 

Explanation that it is intended to apply the proposed inquiry through the Stock Ex- 
change Committee to those States only which come as new borrowers, defaulting bor- 
rowers being differently dealt with ; belief that Prussia, if really in want of money, would 
not refuse to submit to the inquiry, Medley 5980-5991 Exception taken to the view 
that greatly increased responsibility would be thrown on the Committee if it were to 
report on each loan before it was issued, 2b. 5985. 


Doubt as to evil arising from the proposed reports by the Stock Exchange Committee 
as likely to mislead the public ; difficulty doubtless if any material documents were 
withheld before the report. was issued, Medley 6001-6003. 6015-6019—— Consideration 
of the objection that the Committee have no power to make inquiry on oath, and that 
the functions and powers suggested in that body are of an extraordinary character, 7b. 
6004-6013. 


5. Conclusions and Suggestions by the Committee: 


Comment upon the circumstance of a settlement being granted without any require- 
ment as to the amount of subscriptions, Rep. xlvi Very slight and superficial investi- 
gation upon which the grant of a quotation is founded, 2b. 


Obstacles to a remedy of the existing evils by applying legislation to the action of the 
Stock Exchange, so as to remodel its rules and constitution, Rep. xlvii——Such a body 
can hardly be interfered with by Parliament without losing that freedom of self-govern- 
ment which is the very life and soul-of the institution, id. lvil, xlvii Unfitness of the 
Committee of the Stock Exchange for the exercise of judicial powers, 7d. xlvii. 


Absence in the evidence of members of the Stock Exchange of any very keen appre- 
ciation of the evils of the present manner of manipulating loans, or any fertility of 
resource in devising remedies, Rep. xlvii Hope expressed. however that by the adop- 
tion of some of the suggestions made in the Report of the present Committee consider- 
able protection will be secured to the public, 2b, 


Doubt whether any court, however carefully constituted, should be entrusted with the 
duty of deciding for the public whether an investment is sound or not, Rep. xlviii. 


See also Costa Rica Loans. Dealings before Allotment. Fraud, 
Honduras Loans. Leeman’s Act. Paraguay Loans. Penaltes. Pocket 
Orders. Prospectus. Quotation of Loans. Statutory Declaration. _. Time 
Bargains. 


_Subserptions (Issue of Loans). Payment of the subscriptions to the agents or their 
bankers, the money being then transferred to the foreign Government, less the commis- 
sion; that is, in the case of loans brought out by Messrs. Baring, White 17-20. 33: 48. 
—— See also Allotment of Stock. 


Syndicates. Formation occasionally of syndicates for taking loans, or portions of loans, 
though witness cannot give details as to their mode of operation, De Zoete 137-139. 


Frequent instances of syndicates being formed who take portions of loans at a price 
considerably below the issue price to the public; enormous profit sometimes realised 
under this system, Scott 343-360 Responsibility of the syndicate to the foreign 
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Government for the portion of the loan which they take “ firm,” or ata fixed price, Scott 
347- 358. 425, 426-— Advantage of the former plan of tendering for the whole of any 
loan at a fixed price, rather than of the syndicate system; the latter is however being 
given up, ib. 421. 

The formation of a syndicate is a usual transaction when loans are being issued, Baron 
Erlanger 3986——The system of sytidicates has been more or less in operation in this 
country since the first introduction of foreign loans, Grant 5010. 


Primary object of a syndicate to divide among several firms the risks or operation 
which are too large for one firm to undertake, Grant 5014. 5074-——The public are not 
expressly informed of the fact that a syndicate is formed, 7b. 5015 Explanation that 
all combinations for securing the successful issue of loans, as in the case of Paraguay, 
are not strictly syndicates, 2b. 5074-5076 Absence of necessity for syndicates in the 
case of first-class loans where the placing of a certain amount is not guaranteed by the 
contractor, 7b. 5076 Constant resort to combination when a contractor undertakes 
the risk of placing a certain amount of the loan, 7d. 


Protection rather than prejudice to the public by the formation of syndicates in con- 
nection with foreign loans; every firm is, in fact, a syndicate in itself, Cohen 5179. 5238 
— Reference to a syndicate as merely an association of persons for just or unjust 
operations, Rothschild 5804, 5805. 


Comments by the Commitiee upon the secret agreements between agents or con- 
tractors and capitalists or syndicates, whereby the latter take portions of loans on terms 
much more favourable than those offered to the public, Rep. xlvi, xivii. 


See also Costa fica Loans, IT. 10. Paraguay, 1. 9; Il. 9. Publicity. St. 
Domingo Loan, 8, 9. Turkish Loans. 
pul 


Taylor, George Cavendish. (Analysis of his Evidence.)—Part taken by witness in the 
- survey of Honduras by Colonel Stanton in 1857-58; 2121-2126 The country along 
the railway route (as then proposed) was all jungle and desert, and there were no 
Europeans in the interior, 2127-2129 Colonel Stanton reported to Sir John Bur- 
goyne; belief that the report was to the effect that a railway would not pay, 2130-2132. 
Steps taken by witness to dissuade every one he knew from having anything to do 
with the Honduras Loan of 1867; 2133-2141. 


Terrero, Don Maximo. See Paraguay Loans. 


Time Bargains (Stock Exchange). Statement showing that Sir John Barnard’s Act, 
which declared that all transactions in consols for time were invalid, was inoperative and 
was disregarded, so that it was, very properly, repealed some years ago, De Zoete 468. 
475-482. 562-565. 


“¢ Times,” The. Circumstance of the “Times” now refusing to quote dealings in unallotted 
shares, C. EL. Lewis 4876. 


Tucker, Joseph. (Analysis of his Evidence.)—Is a stock jobber; commenced dealing in 
the Honduras Loan of 1870 immediately after the. issue of the prospectus, 2388-2396 
———Was sometimes a buyer and sometimes a seller, according to the state of the 
market ; in the first instance was sanguine as to the prospects of the loan, 2397-2407. 


Extensive purchases in the market by witness, on authority from Mr. James Barclay 
and other brokers; profit accruing if he bought below the limit of price named by the 
broker, 2403-2424. 2444-2456. 2472-2490 Very large dealings of witness in the 
loan before the settling day ; on the whole he probably bought and sold to the extent of 
2,000,0001, 3 2425-2431, 2491, 2492 Inability of witness to distinguish between the 
amount bought on his own account and the amount bought by order of brokers, 2432, 
2433——Very extensive purchases for Mr. Barclay, whom witness indirectly knew to be 

_ acting for Mr. Lefevre ; tendency of such purchases to enhance the price, 2434-2443. 


Frequent instances of extensive purchases of new loans on the part of those issuing 
them, in order to keep up the market, 2441-2442. 2457-2463 Statement as to all 
bargains made on the Stock Exchange being binding; beliet that there is not any rule 
against bargains or dealings before settlement, 2464. 2493-2502 Check upon appli-, 
cations for new loans if it were necessary in évery case to pay some money on application, 
2465-2471. 

Numerous dealings of witness in the Honduras Loan of 1870 after allotment; he had 
nothing to do with buying back the loan in the market for the contractors, 2472-2483 
Limited dealings of witness in the 1867 loan after allotment, 2484, 2485 Total 
of 3,500/. as the profits of witness from all his dealings in the loan of 1870 before the 
settlement, his commission being limited to one-eighth per cent., 2490. (Bas 
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Turkish Loans. Very large profit made by the syndicate in the case of the Turkish loan’ 
for 22,200,000 1., Scott 354. 


U. 


Unallotted Stock. See Dealings before Allotment. Quotation of Loans, 3. Times,” 
The. 


V. 


Venezuela Loan of 1862. Reference to the Venezuela Loan of 1862, brought out by Messrs, 
Baring Brothers, as an instance of repudiation; absence of parallel, however, between 
the mode of issue of this loan and of the Paraguay Loans, Fleming, 4360-4364. 4383- 


4386. 
W. 


Waring, Charles. (Analysis of his Evidence.)—Represents the firm of Waring Brothers, 
1619——Contract of the firm with Mr, McCandlish in May 1868 for the execution of 
the first section of the Honduras Railway, which Mr. McCand¢lish had already contracted 
for with the Honduras Government, 1620-1630. 1644-1648. 1652, 1653 Division 
of the railway into three sections, the first being fifty-seven miles. long, and the contract 
price about 8,000 /. per mile; length of the second and third sections, respectively, 1622— 
1627. 1649-1651 —-— Reliance placed by witness’ firm upon Mr, McCandlish’s surveys 
and estimates; these surveys were eventually given up to Mr. Brunlees, the Government 
engineer, 1631-1643. 1655-1658. 

Commencement of the works of the railway in November 1868, their final suspension 
dating from 15th May 1872; 1643. 1654 Payments received under the contract from 
the railway trustees of the loan of 1867; 1659-1665 Circumstances under which 
Mr. Barnes, a clerk of witness’ firm, became a general trustee ; objection by the firm to 
his acting as railway trustee, 1663-1670——Certificate from Mr. Brunlees under which 
each payment was made to the contractors, the first advance (50,000 /.) having been on 
the 10th November 1868; 1671-1680 Total of 292,848 1. received from the railway 
trustees up to the goth September 1870; 1681-1684. 


Explanation of the circumstances which led to the, so-called, convention of October 
1869, whereby 200,000 7, of bonds were placed with witness’ firm, to be issued. at 
761. 12 s. per 1002, bond, and to be applied to the construction of the first section of the 
railway, 1685-1697 Information as to the date and mode of sale of these bonds, the 
proceeds towards the railway having been 153,200. ; 1698-1716--—Shrewd suspicion of 
witness that the surplus from the disposal of these bonds in the market above the price 
of 761. 12s. went to Mr. Lefevre, 1715-1724 Exception taken to the view that by 
issuing the bonds in advance the cash payments to the contractors were made unduly, in 
advance, 1724-1731. 

Further information relative to several items and dates of receipt under the railway 
contract, the total received for the first section having been about 456,000 /., and for the 
second and third sections, 233,643 2; the last receipt was on the 16th October 1872; 
1732-1749——Working of the first section by witness’ firm for some months. after its 
completion, 1739. 1770-1772 Short payment of witness’ firm to the amount of more 
than 60,000 1.; 1747. 1810. 

Separate contracts for the second and third sections of the railway, the contract price 
for the second having been 930,000/., and for the third, 800,0001.;. 1750-1760 Nature 
of the preliminary works executed upon the second and third sections upto the suspen- 

-gion of the works in May 18723 1762-1769 Opinion that the first: section may be 
worked at a profit; when witness’ firm ceased to work it, the expenses were nearly 
covered, 1773-1776. 1825. 

Constant complaints by witness’ firm. relative to the short payments received on ac- 
count of the construction of the railway; correspondence with the Honduras Minister 
on the subject, commencing in October 18705 1777-1791 Doubt whether any portion 
of the Frenchy loan of 1869 was applied towards the railway, 1792-1'796—-—Explanation 
relative to the imterest account in the names of Mr. Henry Bischoffsheim and witness for 
securing the payment of interest on the loan of 1867 during the construction of the first 
section of the railway, 1797-1804——Statement that witness’ firm never received. any 
money under the head of “ expense stock,” 1805-1809. ; 

Abandonment by the firm of their claim upon the Honduras. Government in conside- 
ration of the latter having released them from all liability as to the construction of the 
second and third sections of the railway, 1810-1814 Dense forest through which the 
railway was chiefly to pass ; large quantity of mahogany along the line, 1$15-1818—— 
Unfitness of the line for the purposes of a ship railway, 1819-1824——Data for the 
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conclusion that the line would be remunerative if completed from sea to sea, 1825, 1826.. 


1836-1839, 

Statement as to no account having been given by Mr. Lefevre of the proceeds of the: 
200,000 J. worth of bonds, 1827, 1828. 1831 Disposal at about 762. 12s. per bond 
of the 50,000 1. of bonds allocated directly to witness’ frm, 1829, 1830 —— Circumstance 
of witness not having been aware that Mr. Barnes, his clerk, was made a general trustee 
under a deed of goth June 1868; 1832-1834. 


Anxiety of Mr. Bischoffsheim, as well as of witness, for securing funds for the com- 
pletion of the first section of the railway, 1835 Entire inadequacy of the 200,000 /. Joan 
sought to be raised in Paris in 1872 for the completion of the whole railway, 1839-1 842 
Reference to a railway survey made in Honduras several years ago ; independent data 
upon which Mr. McCandlish based his calculations, 1843-1860. 


Further expression of the opinion that the railway, if completed from sea to sea, 
would pay a moderate interest upon the cost of construction, besides paying its working 
expenses, 2119, 2120. 

[Second Examination.]—Belief that portion of the amount paid to witness’ firm in 
respect of the railway came from the French loan, 2180-2191 Witness submits 
originals of some of the printed correspondence between his firm and the Honduras 
Minister in 1871, on the subject of payments for railway construction, 2192. 

Explanation as tu witness, in his capacity of co-trustee with Mr, Henry Bischoffsheim 
for the interest account opened in their names, not having seen, when the loan of 1870 
was raised, that a certain sum of 143 per cent. was returned to the Houduras Govern- 
ment, 2193-2213 --— Payment of cheques to witness’ firm in the names of Don Carlos 
Gutierrez and his co-trustees for the railway for the time being, 2214-2216. 


[Third Examination.]—Interest of witness’ firm in the Paraguay Loan of 1871, as 
contractors to the Government ; previous introduction of witness to Maximo Terrero, the 
Consul General of Paraguay, by Mr. Cracroft, stockbroker, 4429-4437 Extent of 
witness’ knowledge of Parayuay before contracting for the loan; he knew that the 
revenue before the war was 500,000/, a year, that a population of from 400,000 to 
500,000 stili remained after the war, and that a most valuable commodity called maté, or 
tea, is extensively produced in the country, 4438-4440. 


Information obtained by witness relative to Paraguay from the “ Statesman’s Year 
Book,” and by inquiries, through Messrs. Robinson & Fleming, from merchants of high 
position in the City, 4441-4444-——Communication of Messrs. Robinson & Fleming 
with Mr. Greene, Governor of the Bank of England, who had been Consul General of 
Paraguay for fifteen years; witness did not see Mr, Greene on the subject of the loan, 


4444. 4592. 

Preparation and issue of the prospectus of the loan by Messrs. Robinson & Fleming 
after witness’ arrangement with them, 4445-4449. 4459-4462——Explanation as to 
witness having accepted as true the statement in the prospectus that the whole debt of 
Paraguay was only 213,335 .3 4450-4455 Reliance also placed upon the statement, 
made’ officially, that the public lands of Paraguay were worth 35,000,000./. ; 4456- 


4458. 

Arrangement made by witness with Messrs. Grant Brothers and Mr. Laing, in the form 
of asyndicate, whereby they undertook the risk and expense of issuing the loan, and were 
to sharein the profits in certain proportions, 4459-447°- Issue of the loan to the public 
at eighty, the price to the Government having been sixty-four, 4473-4475 —— Letter 
from the Government under which witness was empowered to purchase portion of the 
loan in the market, for which he was not to be accountable unless he subsequently dis- 
posed of it, 4478-4480. 4492, 4493 Explanation that the foregoing letter was private, 
as was the contract to which it was attached, and therefore was not published by witness, 

nor sent to the Stock Exchange, 4478-4480. 4605-4614. 


Statement to the effect that between the issue of the prospectus on 21st November 
1871 and the settlement on the 8th December, witness and his associates bought 
70,5001, of the loan in the market, and that the balance of 429,500/. was taken up by 
the public, 4481-4495 Subsequent disposal of this amuunt of 570,500 1. to the public 
between December 1871 and April 1872, all having been sold at a premium, which» 
varied from time to time, 4496-4516. 

Total of 8,465 1. as the share of profit of witness’ firm from the premiums, 4502-4505. 
4661. Gradual increase of the premium till April 1872, when the price fell rapidly,. 
4510-4516. Payment of interest on the loan of 1871 for two and a half years out of | 
the proceeds of that loan and of the loan of 1872; there was no remittance from 
Paraguay for the purpose, 4517-4523 4561. 4597, 4598——Pay ment to the Government 
of the entire amount (640,000 /.), to which the contract entitled them; transmission. of 
403,000 J. in sovereigns to Paraguay, the balance being disposed of for Government in: 
interest, &c., in England, 4524-4530. 4648-4652. 

367. 4H2 Issue 


294 WARING 


Report, 1875—continued. 


Waring, Charles. (Analysis of his Evidence)—continued. 


Issue of the Paraguay Loan of 1872 by Messrs. Robinson & Fleming, who were the 
contractors, and were responsible for the prospectus, 4531, 4532. 4551. 4557- 4561, 
45602. 4596 Explanation relative to the syndicate formed by witness’ firm, Messrs. 
Grant Brothers, and Mr, Laing, in reference to the loan of 1872; proportion in which 
each was to share in the risks and in the profits, 4533-4550 Issue of the 1872 loan 
at the price, to Government, of seventy-three, whereas the issue price of the 1871 loan 
was only sixty-four, 4552-4556 Belief as to its having been unintentional that in the 
prospectus of the 1872 loan there was no mention of the public debt of Paraguay, 4557- 
4562. 4593-4596. 

Purchase, by the syndicate of 1,308,000 2. of the loan of 1872 before settling day, 
129,800 /. having been allotted to Messrs. Robinson & Fleming, and only 562,200. 
allotted to bond fide purchasers, 4563-4573 Disrepute into which the loan was 
brought by the Honduras Loans, so that it was impossible to sell any more of the former 
after the settlement, 4574 Aggregate of 1,437,800 l. retained for Government out of 
the loan, the balance of 562,200 2. having been accounted for to Government at the con- 
tract price of seventy-three, 4575-4589. 


Various attempts made by Messrs. Robinson & Fleming to put in force the terms of 
the general bond given as security for the loan of 1871; 4599-4601 Expediency of 
the appointment of a British representative in Paraguay, as already recommended by 
witness to the Foreign Office; belief that such appointment would greatly facilitate the 
fulfilment of the conditions of the loans now under consideration, 4601. 4633-4646. 4680- 
4683 —— Very great probability of Paraguay fulfilling her obligations, 4601 Specu- 

: lative chYracter of the loans; the public were well aware that the investment was a 

risky one, 7b. Government receipt of more than 100,000/, a year from customs 
duties, these being pledged to the service of the loan of 1871; 4601. 4682, 4683 
Decided objection to any legislation which should have the effect of preventing the 
British public from investing in speculative enterprises, 4601. 


Claim made by the Government of Paraguay to the premiums or profit which accrued 
to witness’ firm upon the ioan of 1871; this is the only dispute between bim and the 
Government, 4602, 4603. 4647-4652 There is no repudiation of the loan, 4604. 4651. 
4680 Belief as to the power of the Government at the present time to transmit money 
for the service of the loans, 4604. 4682, 4683 -—- Donbt as to the requirements of the 
Stock Exchange in regard to the production of loan contracts or other documents, 4611- 
4614. 4632 —— Explanation as to the buying back of a large portion of the loan of 1871, 
although the success of the loan with the public was assured before the settling day, 
4615-4631. 

Beneficial effect anticipated from material as well as moral force being brought to bear 
upon Paraguay by means of a British representative, 4634-4640 Employment of 
witness as contractor for the loan of 1871, he having had also a railway contract with 
the Government, 4653-4655 Dissent from the view that the prospectus of 1871 was 
misleading the public in stating the revenue before the war, 4656-4660 Admission in 
the prospectus as to the prostration caused by the war, and the time required for the 
development of the resources of the country, 4659. 4734 Reason why the syndicate, 
instead of Messrs. Robinson & Fleming, bought back so large a portion of the Joan of 
1872; 4662-4669 Premium paid upon the stock bouzbt back, witness having lost a 
considerable sum by this loan, 4666. 4669. 


Interest of Mr. Cracroft in the first loan, he and some others having received a com- 
mission for the introduction of witness, 4670-4675——Opinion that the loans in question 
were justified by the condition aud resources of Paraguay, 4676—4678——Explanation 
and justification of the retention in England of about 200,000/. out of the lean of 1871 
inorder to meet the first two years’ interest and sinking fund, the Government receiving 
only 3 per cent. interest for this money, for which they paid about 14 per cent., 4684-4704 
——Twofold confirmation by Government of the proceedings in connection with the 
first loan, 4705-4708. 


Examination to the effect that the public were not deceived nor unfairly dealt with by 
the prospectus of 1871 announcing the issue of the loan at 80/. for every 100/., wheréas 
the price obtained by Government was only 64/.; probability of the public subscribing as 
readily if the iatter fact had been known to them, 4709-4721. 4727-4733——Useful 
information to the public if there were an official record, published at short intervals, 
showing the primary issue of foreign bonds and the price of issue, 4722-4726. 


Exception taken to the view that a Government is dealing unfairly with the public in 
bringing out a loan at 802. per cent. which has first been sold at 601.3 4727-4733 
Letter from Maximo Terrero to Messrs. Robirson & Fleming, dated 21st November 
1871, to the effect that the proceeds of the loan of that year were to come into the hands 
of witness’ firm, 4735-4737. 


Letter from the firm to Mr. Laing, dated 21st November 1871, showing the terms 
under which the latter aided in the issue of the loan; that is, one-fifth of the profit or of 
the loss, 4738, 4739 Agreement between the firm and Messrs. Grant & Co., — 
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2ond November 1871; stipulations therein as to 5,000/. being first paid to Mr. Albert 
Grant, together with 25 per cent. of the balance of profit arising out of the syndicate 
arrangement, 4740-4743——Reference to the §,000/. to Mr. Grant as a matter of bargain, 
he having been desirous of a larger share in the syndicate than was allotted to him, 4744- 
4753——Outlay required on the part of the syndicate in buying back ata premiam, 
4754-4760. 


Further reference to the authority from Maximo Terrero to buy back in the market as 
having been virtually part of the original contract, though it was not in the same docu- 
ment; this authority was well known to Messrs. Robinson & Fleming, 4761-4765. 


Waterhouse, Edwin. (Analysis of his Evidence.)—Is a member of the firm of Price, 
Waterhouse, & Co., accountants; by direction of the Committee, has prepared an abstract 
of the trustees’ books relating to the Honduras Loans of 1867 and 1870, and showing the 
receipts and expenditure down to 5th August 1871; 2888-2895. 


Summary of the receipts of the trustees in respect of the railway ioan of 1867; total 
of only 1507. paid by the public on the third instalment, the receipts from sale of bonds 
having been 469,443; 2896-2906 Several heads of disposal of the bonds of 1867 ; 
sale of 631,200 7., nominal value, through Mr. Lefevre, 2907, 2908 Expenditure of 
113,548 /. under the head of “ Bischoftsheim and Goldschmidt, suspense account ;” this 
account was doubtless for the purchase of scrip, 2909-2915 Several other items of 
expenditure on account of the 1867 loan, making a total of 620,085 l., including the balance 
transferred to the new trustees on 4th August 1871; 2916-2926. 


Excess of 84.361 /. represented by the market price of the bonds sold to Lefevre at 
68 1. 12s. between June 1868 and October 1869; 2927-2936-——Price of 761. 12 s. paid 
for the bonds by Lefevre under the convention of October 1869; arrangement as to the 
advance of 87. per bond, amounting to 36,440/1., being repaid to Lefevre out of the French 
loan or the Joan of 1870; 2937-2941. 


Reference to a tabular statement showing, by means of the instalments paid, the 
amount of the 1870 loan in the hands of the public at different periods in 1870; total of 
only 91,600 7. out with the public on 15th December, 2942~-2953——Information in con- 
nection with the total amount received up to 5th August 1871, on the 1870 loan, includ- 
ing proceeds of Government produce, 2954-2964——Total represented by bonds ex- 
changed for scrip and by bonds sold up to 5th August 1871 ; 2965——Amount of lLonds 
cancelled as having been drawn before they. were issued, 2965-2967 Balance of 
1,084,600 J. of bonds in the hands of the trustees on the 5th August 1871; 2968-2970. 
3003. 

Payment of 370,000 /. out of the 1870 loan to Lefevre against purchases of scrip to the 
amount of 328,9107.; 2971-2973. 3039 Explanation relative to the various aad large 
sums which went into the hands of Lefevre, for interest, commission, &c., in respect of 
the loan of 1870; agyreyate payment of 229,895 U. by the trustees to Lefevre in excess of 
what was required for interest and drawings, 2977-2996. 3039-3055 Gradual issues 
to Lefevre, subsequently to the issue to the public, as at 31st December 1870 ; 2999-3002 
—~ Total of 377,200 /. of bonds in the hands of Birchoffsheim & Co. on the 5th August 
18713 3004-3007. 

Payments to the amount of 145,254 1. tu the railway contractors in respect of the loan 
of 1870 for 2,500,000 1. ; doubt whether those payinents all came out of the loan, 3008- 
3017——Caleulation that 418,430 would have covered the legitimate payments for 
interest and drawings on account of the Joan, 3018-3027—Immense balance to be 
accounted for after payments to the contractors and for interest and drawings; sundry 
other payments adverted to hereon, 3028-3039. 3059, 3060. 


Several heads of payment out of the 1867 loan; doubt by whom the interest or draw- 
ings were paid, 3056-3058——-Reference to a certain clerical error and overcharge in an 
accourt of sale of produce, as having been put right by Messrs. Bischoffsheim & Co., 
3062-3064——Issue of 200,000 0. in bonds to Messrs. Waring at 761. 12s., and of 
§0,000 /. in bonds which they took.“ firm,” 3073. 


[Second Examination. ]—Investigation by witness of certain books purporting to show 
the receipts and payments of Messrs. Ford atid Widdecombe, as trustees, from August 
1871 till October 1872; he has not seen any letter book, jourual, or minute book, 6309— 
6316. 6471, 6472——Particulars showing a total cash receipt of about. 1,300,000/. dealt 
with by the trustees, arising mainly from bonds of the Honduras French loan and of | 
the loan of 18703; 6317-6337 Aggregate of 141,254 /. paid to contractors.and 6,675. 
to engineer, as the total payments in respect of the railway after a certain period, 6338- 
6340. 6431-6435. 6503-6506. 

Details of the several payments to Mr. Lefevre for interest and drawings, prior to 5th 
August 1871 and subsequently thereto; total profit aecruing to him of 186,673/. in the 
latter period, and of 229,8952. in the former (or 416,568. altogether), in respect of 
interest aud drawings on bonds not issued, 6340-6375——LThe foregoing profit is entirely 
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apart from stock discount, 6376——Reference to the trust deed of 27th July 1874, as 
showing the authority forthe payment of interest and sinking fund on unissued bonds, 
after that date; apparent absence of any such payment previously to this date, 
6377-6380. ates ' : 

Payments, under the head of interest and drawings, amounting ‘to 8,100. for federal 
bond interest, 6381——Payment of 13,7024. to Messrs. Bischoftsheim & Co. for interest 
and drawings, though witness cannot say to what Joan this related, 6——Payments 
to the amount of 39,884/. “on account of the Government,” these including 8,000/. or 
g,0ool. in respect of overdue bills, 6382-6384——Payment of 51,8522. by Messrs. Ford 
and Widdecombe, as commission, on the 1869 loan, a commission of 20,000/, also 
appearing in respect of the loans of 1867 and 18703; 6385-6396. 


Explanations in connection with various other payments by these trustees, 6397 et seq. 
Total payments to the amount of g,oool. for salaries of the trustees, besides a 
monthly payment of 150/. from October 1872 to April 1873; 6401-6409——Payment 
of 3,083/. to the railway trustees, 6410, 6411——Cash balance of 103,8522, transferred 
to the new trustees, 6413, 6414. 


Investigation by witness of the accounts of the two sets of trustees blended; examina- 
tion thereupon showing the varivus receipts and payments in respect of the loans of 1869 
and 1870; 6417 et seg.——Statement showing the enormous amount of profit made by 
Mr. Lefevre out of the 1870 loan and the French loan, besides what he made out of the 

| 1867 loan, 6437-6458. 6499-0502. 6507-6525——Total of 633,4200. as the profit of 
a Mr: Lefevre under the heads of “interest and drawings on unissued bonds,” and of 
«< commission,” there being in addition other very large sums which acerued to him as 
profit, 6437-6458. 6499-6502. 6507-6525- 
Conclusion as to a payment of 15,8007. in order to meet eight bills of various amounts 
having had reference to cargoes of mahogany from Honduras, 6463-6470 Probable 
meaning aud object of the credit of 750,000, to Mr. Lefevre in respect of the ship 
railway loan in March 1872, and of the subsequent debit to the same amount in the 
following May; this had nothing to do with the loans of 1869 and 1870 ; 6473-6498 
Total paymer-t of only about 200,0001. to the railway trustees and the Honduras 
Government out of the loans of 1869 and 1870; 6524-6527. 


a Watt, Robert. (Analysis of his Evidence.) —Representation by witness of the Honduras 
: Bondholders Protection Committee, 3074 Investment in Honduras bonds by all 
| classes of society, from the highest to the lowest, some holders being domestic servants, 
ag 3075-3080 Object of the Protection Committee to obtain restitution for the bond- 
| holders, 3081-3083 Intention of the commitiee to press the London and County 
Bank for restitution, as holding them responsible for the frand practised, 3084, 3085 
Witness has seen Mr. Bischoftsheim, and asked him whether he had any propgsal to” 
make for restitution; particulars of what occurred at tis interview, Mr. Freshfield having 

been present, 3086. 3108-3123. vad 

Examination upon the question of witness having stated that he was mainly or partially 

instrumental in procuring the appointment of the present Select Committee; he had no 

communication with the Member for Taunton previously to the motion for the Com- 
mittee, 


3088-3125. 


White, John Henry. (Analysis of his Evidence.)—Extensive experience of witness in 
Messrs. Baring’s house, in connection with the issue of foreien loans, 1-4——Communi- 
cation in each case with the foreign Government or with its representative in this country, 
due inquiry being made into the authority for the loan, 5-8. 11 ——Varying commission 
paid to Messrs. Baring, the highest rate being 2 per cent. on the money value, 9, 10. 
34-36. 46, 47 Issue generally of loans by the firm in London as agents for the 
Government and not as contractors, this and other details being set forth in the 
prospectus, 11-16 An zllowance is usually made to brokers, 15. 


Payment of the subscriptions to the agents or their bankers, the money being then trans- 

ferred to the foreign Government, less the commission, 17-20. 33. 48 Practice of 

Messrs. Baring not to place any loans gn the market save by means of prospectus and 

| advertisement, 18, 21-24. 42, 43 ‘ature of the communications between the agents 

| for a Joan and the Stuck Exchange, the former certifying as to the amount subscribed, 

and submitting the scrip and bonds for inspection, 26-32. 66-68. 75-77 -—~ Practice as 

to communicating with the Stock Exchange when the loan is brought out in Paris and 
other capitals, as well as in London, 27, 28. 49-52. 


Instances of loans taken by the agents at a contract price, there being no commission 
in such cases, 36-41. 78-83 i 


Frequency of portion of the proceeds being applied in 
this country, as in payment of the current interest; the public have no voice or check as to 
such application, 44, 45- 53-55 Application by the pubiic for allotments directly to 
the agents or through their own brokers, 56, 57—— Interval of three or four days 
usually allowed for applications, 58-62. 


Statement 


ea 


Report, 1875—continued. 


White, John Henry. (Analysis of his Evidence)—continued. 


Statement of the services rendered by the agents in return for the commission, 63-71 
—Circumstance of loans being frequently quoted at a premium before the - settling 
day, 72-74 Practice of insuring when the proceeds of the pee are remitted in specie 
to the foreign Government, 84. 


Widdecombe, John. See Honduras Loans, IV. 5-8." 


Woods, Edward. See Honduras Loans, V. 


Y. 


Yglesias, Francisco M. See Costa Rica Loans, I. 7; Il. 7. 21. 
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